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Market Factors are Creating Challenges!
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Recent POTW Project Bids Exceeded 
B d t b 10% t 70%Budgets by 10% to 70%
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Recent POTW Upgrade and Expansion Projects



Factors Contributing to Cost Pressuresg

Robust POTW Construction Market –
Fewer Bidders & Less Competition

Scarcity in Key Materials and Skilled 
Labor – Escalation & Uncertainty 
Reflected in Bids

O C T Add d Ri kOnerous Contract Terms – Added Risk 
Reflected in Pricing

Construction Sequencing RequirementsConstruction Sequencing Requirements 
Extends Contract Duration – Added 
Risk and Overhead Reflected in Pricing
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Steps POTWs Can Take to 
Eff ti l M C t PEffectively Manage Cost Pressures

Proactively Market Projects to y j
Contracting Community to Attract 
Bidders & Improve Competition
Include Formal Partnering in ContractInclude Formal Partnering in Contract 
Documents to Foster a Team 
Environment
Consider Value Engineering During 
Design and in Contract Documents to 
Encourage Creative Ideas that SaveEncourage Creative Ideas that Save 
Cost
Build Sufficient Allowances in Budgets 
t A t f E l ti & P t ti l
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to Account for Escalation & Potential 
for Reduced Competition



Steps POTWs Can Take to 
Effectively Manage Cost Pressures y g
(continued)

Consider Risk-Sharing Terms that Allocate 
Some or All of Cost Escalation to Owner

U I d S d d C DUse Industry Standard Contract Documents 
that Fairly Allocate Risk to Owners and 
Contractors

During Design Involve Construction Experts in 
Reviewing Construction Sequencing 
Requirements

Consider Pre-purchase of Critical-path 
E i I R d C i
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Equipment Items to Reduce Construction 
Duration
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