Inventory of Business Practices Report

The following report presents a consolidation of all results of ten half-day risk assessment sessions held
at each University of California campus in addition to the Office of the President. The sessions were
designed to evaluate the business practices in place at each location to manage the top 10 risks
regarding the successful implementation of the University’s capital program, as identified by the Capital
Program Risk Assessment Steering Committee. In addition to assessing the University’s readiness
towards successful capital program implementation, the risk assessment program was designed to share
the best practices that exist across the University system.
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Quantitative Results

The following 6 pages summarize the quantitative assessments established at each session, and depict a total
average of all session results combined. Each risk area and its associated contributing factors were discussed
with participants prior to anonymous quantitative voting. Risks have been categorized by the four color-coded

areas illustrated below and labeled for simple reference.

E: Environment

Risks

Capital Program Capital
Delivery Life-Cycle > Program
Objectives

R: Resource

Support Risks
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Assessment Parameters

Inventory participants followed the numerical parameters below to establish their quantitative assessment of the top 10
University risks:

4 — 6: Current practices need some improvement to increase efficiency, however, practice is consistently effective.
— Partial Readiness
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Assessment Results - Top 10 University Risks
Results are color-coded to indicate their associated level of readiness: [ElEIUNECCERIEDICIREaUINEsS, Ve!low=Partial

Readiness, green=Acceptable Readiness.

Individual Location Scores
(In descending order of readiness score — left to right)

Top Ten Capital Program Risks Overall

(In descending order of readiness score — top to bottom) (Average)
Failure to provide effective project management and 5.8
administration throughout the project (PR3)
Difficulty in consistently securing quality contractors 5.4
(includes bid procurement process) (E3)
Inconsistent quality of construction documents produced by 5.4
architects (PR1)
Standard contract language and business processes lack 5.3
sufficient flexibility to meet some project needs (PR2)
Delays and costs associated with actions and requirements 5.2
of public and regulatory agencies (E1)
Multiple disconnects and lack of coordination within the 5.1
University at all levels (P2)
Inadequate sharing of information about delivery processes 4.9
and practices among campuses (PR4)
Outdated, ineffective, and disconnected budgeting process 4.5
(resulting in inefficient budget and/or cash flow timing
problems) (R1)
Difficulty managing projects under the current overhead 4.0

limits (limits that do not reflect modern / complex building
requirements) (R3)

External market affects UC’s ability to recruit and retain
capable campus personnel (E2)

All Risks Combined

5.4
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Qualitative Results

The following section documents the qualitative information gathered and discussed at all campus and OP
sessions and agreed to by session participants. Information includes current practices employed to mitigate
each risk and associated contributing factor, consequences associated with each risk, and additional campus or
OP actions that could, if implemented, further help to mitigate each risk. All session results have been
consolidated and grouped under common thematic headings within each contributing factor section for each of
the ten risk areas. The numbers in parentheses indicate the number of locations employing a stated process or
indicating similar views on the issue being discussed.

The information gathered for each of the ten risk areas is presented in the following order:

1. Statement of the General Risk Area
2. Statement of each Contributing Factor associated with the Risk Area
a. Bolded statements that group similar mitigation practices currently employed by one or more
location
b. Specific statements or examples within these groupings from the individual campus sessions
3. Listing of Consequences identified as having a likelihood of occurring if the overall Risk Area is not
adequately managed
4. Listing of Additional Campus Activities identified as having potential for improving the management of
each Risk Area
5. Listing of Additional OP/Systemwide Activities identified as having potential for improving the
management of each Risk Area

The statements included in this report represent raw data grouped in similar categories to serve as a resource for
campus and systemwide staff and administrators in the continued examination of their collective management of
the capital program. The statements, observations, and/or recommendations contained in the following sections
serve as an inventory and a preliminary guide for what works and what may not be working in the context of the
current workload and market environment.
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Risk E1. Delays and costs associated with actions of the
public and regulatory agencies

|dentified Program Risks

Risk E1. Delays and costs associated with actions of

*E2. Difficulty recruiting and retaining capable campus \ I3 (P15 BT T D7 BRI 08
personnel Contributing Factors:

*E3. Difficulty in consistently securing quality contractors 1. Some campuses have difficulty working with city
(includes low bid procurement process) councils (some councils are anti-growth, for

example) and in local political environments
*PR1. Inconsistent quality of construction documents

produced by architects 2. Regulatory organizations are restrictive and

*PR2. Standard contract language and business processes uncooperative

lack sufficient flexibility to meet some project needs

*PR3. Failure to provide effective project management and
administration throughout the project

*PR4. Inadequate sharing of information about delivery
processes and practices among campuses

*P2. Multiple disconnects and lack of coordination within
the University at all levels

*R1. Outdated, ineffective, and disconnected budgeting
process (resulting in inefficient budget and/or cash
flow timing problems)

*R3. Difficulty managing projects under current overhead
limits (limits that do not reflect modern/complex
building requirements)

University of California
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E1. Delays and costs associated with actions of public and regulatory agencies

CONTRIBUTING FACTOR 1
Some campuses have difficulty working with city councils (some councils are anti-growth, for example) and in local political
environments

Current Mitigating Business Practices: Contributing Factor 1

e Strong working relationships are maintained with community and city council members and agencies (6)
-A building permitting process has been established as a negotiated relationship with the city
-Campus relies on positive relationships with some organizations are to help combat opposing groups/organizations

e Continual public meetings and outreach programs are established to educate the public of project activities and
identify city council concerns (6)

-Public presentations are held regarding increases in campus growth

-Public workshops are hosted to discuss the various subjects/concerns of a particular project; community members are able to
interact one-on-one with campus personnel

-A community advisory group representing various community constituencies assists in long range development

-One-on-one meetings are held with city officials and community leaders

-Student representation is allowed on campus project committees to minimize disruptions in project delivery due to student
activities

o Potential public protests and regulatory interventions are assessed and their impacts minimized through thorough
project planning (5)

-Strategies / activities which help minimize political impacts are developed on a project-by-project basis

-The primary risk reduction strategy of one UC location is the creation of competent documents during planning, which are
well supported to serve the University in potential judicial circumstances

-Three separate planning efforts are carried out in conjunction with the community, addressing land use, urban design and
transportation issues

University of California
8




E1. Delays and costs associated with actions of public and regulatory agencies

Continued - Current Mitigating Business Practices: Contributing Factor 1

¢ Various campus functions and external support are developed to minimize conflicts with public and regulatory
agencies (campus fire stations, campus fire marshal, external consultants, etc.) (3)

-Archeologists are hired on every project to help deal with Native American burial issues that may arise

-External personnel are hired to maintain adequate awareness of animal rights groups on job sites

-Strong security measures are implemented to minimize the destructive involvement of animal rights groups

-A single contact person is utilized to handle all political issues, minimizing campus time and energy and funneling
issues through a central resource

¢ Project scopes and budgets are adjusted at times to help mitigate issues stemming from local political entities (2)
-Portions of projects are changed in reaction to city council and community concerns
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E1. Delays and costs associated with actions of public and regulatory agencies

CONTRIBUTING FACTOR 2
Regulatory organizations are overly restrictive and uncooperative
-The Coastal Commission does not have an established handbook of rules to play by, so it is extremely difficult for the
University to negotiate effectively
-The Coastal Commission is driven primarily by local politics, not environmental concerns and sensitivities
-OSHPD can take a full year to review and approve projects, causing serious delays and added costs
-Campuses have little control over Fire Marshal activities. For example, Fire Marshal interpretations regarding building
codes may not be challenged
-Campuses continually wrestle with CEQA requirements
-Local Historical Society battles campuses with projects over some older buildings
-Concerns and restrictions regarding the State Architect Review exist

Current Mitigating Business Practices: Contributing Factor 2

¢ Regularly scheduled meetings and/or partnering sessions are held with various regulatory agencies to prevent
issues during project implementation (8)
-A two-phase management planning process is established to ensure compliancy with regulatory issues
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E1. Delays and costs associated with actions of public and regulatory agencies

Continued - Current Mitigating Business Practices: Contributing Factor 2

¢ Personnel with specific regulatory experience are hired to manage / work with troublesome organizations (5)
-A campus Fire Marshal, deputized by the State Fire Marshal, has been established
+The State Fire Marshal is brought onto campuses for assistance when needed
-An employee with experience in large hospital projects handles inspection reporting
-The SHPO head is employed as a campus consultant to help minimize associated compliance issues
-Environmental lawyers are hired to review the EIRs of larger projects
-Additional campus OSHPD inspectors are being trained for increased regulatory support
-A single contact person has been assigned to work with the DSA regarding access and compliance

e Good working relations are established with regulatory members to minimize delays regarding project approvals (3)
-A positive relationship with the State Architect’s Office has been developed and nurtured
+An Internal Access Committee serves as an interface with the State Architect

¢ Regulatory impacts are anticipated well before they occur (2)
-Time is taken to understand the way various organizations work and better understand potential areas for costs and delays

¢ Funds are increasingly allocated for the mitigation of regulatory issues (2)
-Significant dollars are spent to mitigate delays and costs associated with public and regulatory agencies
+These expenditures have proven worthwhile

e Communication between regulatory agencies and internal campus groups are made early and frequently during the
development of each project (2)

-Clear, quick communications with the State Architect’s office are maintained via computer link

-Campus staff work closely with OSHPD staff to establish what needs to be done more efficiently in the future

¢ A small campus-level database is being developed to capture ‘lessons learned’ from past projects, and minimize the
repetition of problems on future projects (1)
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Continued - Current Mitigating Business Practices: Contributing Factor 2

e The quality of CEQA documents have improved, reducing potential adverse regulatory issues (1)

¢ A regulatory checklist is maintained and followed at one location for future project implementations (1)

e Lobbyists are hired when appropriate, and when funds are available (1)
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E1. Delays and costs associated with actions of public and regulatory agencies

CONSEQUENCES

Significant consequences which currently exist or may surface in the future due to this risk:

Various Regulatory Impacts on Project Schedules and Costs

e There are additional costs associated with the time needed to prepare and process CEQA documents. In many
cases documents require public review (4)

-OGC makes changes to the requirements for preparation of CEQA documents at times, resulting in time-consuming changes
at the campus level. OGC does not keep campuses adequately informed of various changes

e Fire Marshals have inefficient and inconsistent interpretations, which can cause project delays (2)
-Document reviews are delayed
-Field directives are unbudgeted and unanticipated

e OSHPD does not provide an adequate number of campus inspectors, resulting in 12-month reviews, delays and
extra costs. OSHPD only has 250 inspectors for the entire state of California (2)

e Many internal campus organizations create political barriers (2)
-Faculty / students tend to oppose projects which hold no direct benefits for them

e The Coastal Commission (CC) is a very difficult agency to manage: The relationship between the University and CC
is difficult in as much as their interests do not often match, and CC requirements for campus projects are higher
than those of other entities (1)

e Local water districts do not cooperate with campuses regarding reclaimed water. Reviews and inspections are
untimely, rules and requirements are changed often, and additional taxes are being considered (1)

e The Public Records Act limits campus access to contractor’s files, yet requires campuses to provide all their files(1)

e FEMA'’s record keeping and maintenance requirements result in additional project costs
-Meeting FEMA standards to pass FEMA audits can be difficult (1)

¢ Additional troublesome organizations / laws noted by particular UC locations:
-The Department of Fish and Game, US Fish and Wildlife, The Army Core of Engineers, The Department of
Finance, Animal rights groups, The Design Advisory Review Board, local water districts, Native American
rights groups, The Air Quality Management District, NIH
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E1. Delays and costs associated with actions of public and regulatory agencies

ADDITIONAL CAMPUS ACTIVITIES

Activities that could improve the management of this risk if implemented:

e Improve the consultant selection process (both design and other) to ensure consultant experience and relationships
with regulatory agencies are sufficient / successful (2)

-One location discussed a need to establish a reference list of good consultants based on experience

-One location noted a need to increase the skill level of design professionals to improve compliance with OSHPD code
requirements, especially with respect to larger projects

¢ Establish realistic campus schedules that fully consider likely impacts of public and regulatory agencies (1)

e Improve internal campus communication regarding the management and flow of information from regulatory and
other public entities (1)
-One location noted a need to improve communication between the FD&C and EH&S

o Establish additional campus outreach programs with the public and other regulatory agencies (1)

¢ Influence local elections to help ensure the most rational candidates run and win (1)
-Good public policy is created through good political leadership

Fire Marshall
e Outsource some Fire Marshall activities to increase efficiency (2)

OSHPD

e Campus Community Relations representatives should not be a liaison for permitting issues. Campuses should
request a meeting with OSHPD and campus fire marshals on conflicting guidance to reduce liaison work.
Campuses should push OSHPD to make field personnel delegations as promised (1)

e Ensure processes are performed ‘to OSHPD code’ through improved project reviews prior to OSHPD review (1)

University of California
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E1. Delays and costs associated with actions of public and regulatory agencies

ADDITIONAL EXTERNAL ACTIVITIES

Activities that could improve the management of this risk if implemented:

e Establish more OP support and system-wide coordination between campuses, both in general and specifically with
respect to regulatory compliances (4)

-Establish an overall University management plan to ensure regulatory compliance

-Establish a University-wide data sharing system (world wide web, databases, etc.)

OSHPD
¢ OP should provide additional support to campuses to negotiate with and gain influence with OSHPD (3)
-Establish a single University-wide OSHPD representative to meet and discuss concerns with the OSHPD Director
-OP needs to help campuses work with OSHPD to review procedures and augment pool of with campus inspectors
-OP should pool the efforts of the five campus hospitals to establish more influence with OSHPD:
+Lobby to eliminate multiple authorizations for similar work; request timely OSHPD responses; encourage OSHPD to give
higher priority to important requests; receive greater concurrence between Central Fire Marshall opinions and local

authorities' opinions

CEQA

¢ OGC needs to keep campuses well informed regarding the various changes that occur with CEQA document
preparation (1)

e Campus clients must be very conservative when approaching CEQA (1)

SHPO
¢ Additional OP resources and funding are needed to maintain SHPO compliance (1)

NIH
¢ Provide additional OP guidance over the entire UC system regarding NIH contracting conditions (1)
-Campuses are unaware of which NIH conditions are and are not added into construction contracts
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Risk E2. Difficulty recruiting and retaining capable
campus personnel

*E1.

*E3.

*PR1.

*PR2.

*PR3.

*PR4.

*P2.

*R1.

*R3.

|dentified Program Risks

Delays and costs associated with actions of the
public and regulatory agencies

Difficulty in consistently securing quality contractor
(includes low bid procurement process)

Inconsistent quality of construction documents
produced by architects

Standard contract language and business processes
lack sufficient flexibility to meet some project needs

Failure to provide effective project management and
administration throughout the project

Inadequate sharing of information about delivery
processes and practices among campuses

Multiple disconnects and lack of coordination within
the University at all levels

Outdated, ineffective, and disconnected budgeting
process (resulting in inefficient budget and/or cash
flow timing problems)

Difficulty managing projects under current overhead
limits (limits that do not reflect modern/complex
building requirements)

Risk E2. Difficulty recruiting and retaining capable
campus personnel

Contributing Factors:

1. Difficulty in recruiting due to noncompetitive
compensation plans, incentive packages and
benefits

2. Failure to retain key personnel due to poor
work environment

3. University employees include many people who
are very uncivil and disrespectful towards
capital project staff, creating a poor working
environment
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E2. Difficulty recruiting and retaining capable campus personnel

CONTRIBUTING FACTOR 1
Difficulty in recruiting due to noncompetitive compensation plans, incentive packages and benefits
-Campus compensations levels do not match those of private entities (e.g. outside construction managers are compensated
20% more than project managers on some campuses)
-Lack of bonuses and incentives to reward good work

Current Mitigating Business Practices: Contributing Factor 1

¢ Many new staff are brought in by contract, providing flexibility in the hiring process and compensation (5)
-95% of the professional staff at one location are on contracts, allowing some flexibility within the campus structure
-Some campuses are able to provide more incentives to contract personnel
-On rare occasions, excellent outside consultants / contractors have been hired to fill permanent positions

¢ Attractive UC geographical locations, work within academic communities, etc., can serve to attract applicants (5)
-The positive aspects inherent to the academic arena and campus culture are promoted
-UC employees share a strong work ethic; many employees feel UC offers great projects, architects, and exciting work

¢ Pay scales have been increased and job descriptions expanded to help UC compete with other entities (4)
-The salary range within one campus has been elevated by 20%
-The governor has approved a state-wide program to establish 1-2% / year salary increases for campus staff (for five years)

¢ Although minimal, bonuses and incentives have been established within campus financial means (4)

-The campus benefit package is more attractive than those of private entities

-Some campus administrative groups (i.e., Advancement Group) establish large incentives for those who meet set goals, etc.
(however, many groups do not have sufficient funding for significant incentives)

-A proposal for tuition discounts is currently being considered by UC and will be brought to The Regents for discussions within
the year

¢ Positive reputations regarding employee treatment and support have been established (2)
-Adequate training is provided

-Social events are held to establish a more ‘family-type’ work environment

-Necessary technological tools and software have been provided

University of California
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E2. Difficulty recruiting and retaining capable campus personnel

Continued - Current Mitigating Business Practices: Contributing Factor 1

¢ Easier, internet-based employment applications and advertisements are utilized (2)

¢ The need for additional personnel is addressed in advance and anticipated through on-going workload projections
(2)

-Managers and department heads are responsible for developing creative ideas to help mitigate recruitment issues within their
unit / department

¢ A large number of junior personnel are staffed and trained, eliminating the costs associated with high-salaried
senior personnel (1)

o Additional attractive ways to house faculty and staff are being explored (1)
-Affordable housing areas and housing programs are being investigated

¢ Additional budgeting strategies are considered to help recruit and retain personnel (recharge options, etc.) (1)

o UC Extension Office resources are utilized to help recruit personnel (1)
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E2. Difficulty recruiting and retaining capable campus personnel

CONTRIBUTING FACTOR 2
Failure to retain key personnel due to poor work environment
-Excessive workloads for personnel
-Lack of adequate administrative workspace

Current Mitigating Business Practices: Contributing Factor 2

¢ Alternative / additional administrative work locations to relocate crowded personnel are being researched (5)
-Trailers and off-site spaces have been temporarily established
-Major improvements are being made to office workspaces, in addition to campus hardware and software upgrades

e Campuses rely on their attractive geographical locations, academic communities, etc. to attract applicants (4)
-The positive aspects of an academic environment and campus culture are promoted
-UC employees share a strong work ethic; many employees feel UC offers great projects, architects, and exciting work

¢ To bolster retention, successful project managers are allowed flexibility in managing their workloads (2)
-Project managers are empowered to manage projects their way
-Managers are allowed to work from home at times

e Contract personnel are retained to augment permanent staff (2)
-External project managers have been hired at times

¢ Project manager programs have been established to increase PM support and education (2)
-A ‘pilot program’ to help support the growth of entry level project managers is currently being implemented at one UC location

¢ A variety of alternative delivery methods are made available to attract in-house design professionals (1)
-The design-build process is very attractive to many professionals

e A review of salaries and other compensation data within the market place has been initiated to help retain qualified
employees (1)

e Certain incentive awards (i.e., bonus programs based on merit) are established to maintain quality personnel (1)
-Note: awards may not continue due to objections of some staff unions
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E2. Difficulty recruiting and retaining capable campus personnel

CONTRIBUTING FACTOR 3
University employees include many people who are very uncivil and disrespectful towards capital project staff, creating a poor
working environment
-Faculty members question the knowledge and capabilities of staff
-When errors occur, people spend time finding someone to blame rather than focusing on solutions

Current Mitigating Business Practices: Contributing Factor 3

Activities / initiatives are established to better communicate with and educate project clients and university
employees (6)

-A ‘PR campaign’ has been established to promote the positive impact of projects and address the need to respect capital
project staff

-Town hall meetings are held to address particular concerns that come up on campus (particularly faculty concerns)
-Project checklists are created to establish a realistic client understanding regarding what a project manager’'s work entails
-A ‘system’ is in place to minimize the number of faculty who give input and influence projects

-Campus web pages are utilized to provide general information to employees regarding current projects, etc.

-Internal review processes have been established to improve understanding and communication

Project managers are trained to appropriately handle client relations (2)
-The Human Resources Department offers conflict resolution training classes

The FD&C group focuses on early project problem identification and resolution (1)
-Project Manager meetings and regular project status reports address problems as early as possible, and promote a proactive
working environment

The Capital Planning Committee and Design Review Board maintain good working relationships with university
faculty (1)
-Smaller administration size helps to promote continual interaction with faculty

The campus chancellor is increasingly focused on improving the working environment on campus, including
community relations and civility towards staff (1)
-Focus is pressed by the Academic Senate

University of California
20




Additional Contributing Factor — Established During an Individual Workshop
The isolated locations of some UC campuses impact the available labor pool

Current Mitigating Business Practices

¢ Application outreach activities have been established
¢ Positions are advertised over a broader geographical area
e The campus salary structure has been expanded 20%

University of California
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E2. Difficulty recruiting and retaining capable campus personnel

CONSEQUENCES

Significant consequences which currently exist or may surface in the future due to this risk:

Difficult Working Environments

¢ Salary differences between new and existing personnel create morale problems (6)

-New staff brought in by contract are placed in a salary structure that is not flexible

-Campuses are unable to match the entrance level salaries of private entities (i.e., inexperienced and non-licensed new
graduates expect starting salaries of $60K / year; those with experience expect twice that amount)
-Campus salaries do not match the responsibility of many campus positions

¢ The lack of personnel create difficult working environments (3)

-Campus needs may fail to be met

-The soft cost cap restricts money needed to adequately staff many projects

¢ The lack of resources create personnel conflicts (1)

¢ Serious scheduling issues are possible in the future, as campus personnel are spread too thin (1)
-Losing a single staff person at some locations would have serious consequences

Poor Personnel Quality

e Many personnel are not motivated to perform quality work (4)

-Poor incentive packages and high work loads exist

-Campuses are understaffed; existing staff are overworked and stressed
-Burnt-out personnel either leave the University or become less productive

¢ UC does not have sufficient numbers of experienced personnel (2)
-Locations are forced to hire people with less experience and fewer qualifications

Inadequate Recruitment

¢ As the current economy is booming, campuses cannot find enough people who will accept campus offers (3)
-The average number of applicants at one UC location have decreased over the years from 40 to 5-10

¢ The isolated locations of some campuses impact the labor pool available to choose from (1)

e The major restrictions for some UC locations are the cost of housing and low campus salaries (1)

-There is difficulty competing with private sector sign-on bonuses and employment options
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Continued - Consequences
Significant consequences which currently exist or may surface in the future due to this risk:
Inadequate Retention
e Good personnel leave due to inadequate salaries (3)
¢ Limited work space issues cause personnel loss (1)

Insufficient Workspace
¢ The rapid increase in campus growth rates requires offices designed to serve one individual to serve 2 to 4 (2)
-The doubling up on administrative personnel for space creates less privacy

Insufficient Funding
¢ Due to insufficient funding, any funding utilized to create necessary administrative space results in less money to
hire additional personnel (2)

Project Delay
Many construction projects are delayed or untimely (1)

University of California
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E2. Difficulty recruiting and retaining capable campus personnel

ADDITIONAL CAMPUS ACTIVITIES

Activities that could improve the management of this risk if implemented:

¢ Establish different compensation strategies (5)

-Campuses need to lobby OP regarding bonus and incentive pool increases for strong performing personnel; OP assistance is
needed

-OP and campuses need to prioritize their programs to better focus resources on such key elements as recruitment and
retention; this is a top-down effort

-Campuses may have other means to increase the equitable raises if necessary

-Some campuses may be able to provide additional flexibility in housing allowances

¢ Establish additional time and programs for educating project clients and university employees to minimize
complaints and issues (2)

-Client / university employee sensitivity programs currently held within certain campus groups need to be expanded to all
other campus areas

¢ Increase the administrative support, mentoring, and training of UC personnel (2)
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E2. Difficulty recruiting and retaining capable campus personnel

ADDITIONAL EXTERNAL ACTIVITIES

Activities that could improve the management of this risk if implemented:

e Establish compensation studies on a system-wide basis (3)
-Compensation studies need to be analytically based, rather than based on ‘anecdotes’
-Project manager compensation ranges need to be reviewed

¢ Additional funding is needed to support project manager support, education programs, and baseline costs,etc. (3)
-OP needs to work with the state to change the current 18% rule

+Current allocations are insufficient and inappropriate
-Campuses need additional 19900 funding to help cover some supporting staff and baseline costs

¢ Increase the UC incentive pool to enable sufficient bonuses (2)
-Tuition discounts as an incentive package should be established (currently being discussed)
-The quality of campus staff overall has improved, resulting in an increasing need for improved incentives

¢ University salary ranges need to be further improved and modified (1)
-As the economy booms, 10-20% raises are expected by employees

¢ Sensitivity programs currently held within certain campus groups need to be expanded to all other campuses
across the university system (1)

¢ Increase awareness and tolerance of current campus personnel skill levels that result from low salaries (1)
-Some campus skill sets are not as high as they should be, and reflect insufficient funding
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Risk E3. Difficulty in consistently securing quality
contractors (includes low bid procurement process)

*E1.

*E2.

*PR1.

*PR2.

*PR3.

*PR4.

*P2.

*R1.

*R3.

|dentified Program Risks

Delays and costs associated with actions of the
public and regulatory agencies

Difficulty recruiting and retaining capable campus
personnel

Inconsistent quality of construction documents
produced by architects

Standard contract language and business processes
lack sufficient flexibility to meet some project needs

Failure to provide effective project management and
administration throughout the project

Inadequate sharing of information about delivery
processes and practices among campuses

Multiple disconnects and lack of coordination within
the University at all levels

Outdated, ineffective, and disconnected budgeting
process (resulting in inefficient budget and/or cash
flow timing problems)

Difficulty managing projects under current overhead
limits (limits that do not reflect modern/complex
building requirements)

Risk E3. Difficulty in consistently securing quality
contractors (includes low bid procurement process)

Contributing Factors:

1. The California construction market has become
highly competitive: construction market costs
are very high, and it is difficult for campuses to
compete for contractors, particularly with
limited construction budgets

2. Impacts of the required bid processes and how
they are administered

3. Many contractors and sub-contractors do not
perform quality work

4. Bid protests hinder and delay the bidding
process
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E3. Difficulty in consistently securing quality contractors (includes low bid procurement process)

CONTRIBUTING FACTOR 1

The California construction market has become highly competitive: construction market costs are very high, and it is difficult
for campuses to compete for contractors, particularly with limited construction budgets

Current Mitigating Business Practices: Contributing Factor 1

e Numerous outreach processes are employed to attract contractors (5)

-Additional contractors are solicited prior to going to bid to ensure maximum campus opportunity

-Contractors are matched with projects to target the best contractors to the type of projects / contracts

-Efforts are made to recruit and retain quality contractors that show an interest in UC work
+Information regarding the prequalification process is shared with the contracting community
+Certain adjustments are allowed at times to keep quality contractors within the bid pool

-Contractor deposits are lowered to attract smaller contractors

-Bid dates are changed to ensure a sufficient pool of quality contractors

-An ‘outreach program’ is held for quality bidders (i.e., individual walk-throughs are performed)

-Subcontractor prequalification processes have been established

¢ More desirable contracts and alternative delivery processes are currently being developed (4)
-Many contractors will not bid on traditional design-bid lump-sum contracts
-Multiple Prime (MP) contracting has been established on various major contracts
+MP contracting is attractive to potential bidders as they are assured quicker payments during project implementation
-Some campuses are working with OP to develop alternative delivery processes (e.g., development of a design-build family of
documents is currently underway)

e Contractors are attracted to various benefits inherent to working on university projects(2)
-Good working environments are maintained (i.e., quality personnel, quicker pay, contract profitability)
-Amore project opportunities exist at some locations, as campus growth rates increase

e Contractors with proven UC track records are contacted for bid opportunities (2)
-One UC location has developed a contractor reference guide that lists local contractors by specialty

University of California
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E3. Difficulty in consistently securing quality contractors (includes low bid procurement process)

Continued - Current Mitigating Business Practices: Contributing Factor 1

e The campus has benefited from an established reputation of treating contractors fairly (1)
-Contractors are ensured that proper funding is in place
-Contract payments are timely; change orders are prompt

e Ensure all project parties are promptly informed of construction cost changes and projections (1)

-Close communication with construction estimators is maintained

-FD&C is cognizant of market increases in construction costs and passes information on to client departments for
consideration of alternate design in bid packages

-All project phases include cost projections

e Various advertising methods are utilized (internet, newspaper, etc.) (1)
-Advertising could become more robust; however there is some question whether additional efforts would prove worthwhile
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E3. Difficulty in consistently securing quality contractors (includes low bid procurement process)

CONTRIBUTING FACTOR 2
Impacts of the required bid processes and how they are administered
-Bid awards generally focus on the lowest responsible bid, rather than on quality contractors
-Industry data shows that the lowest bidder is not always the lowest in cost by project completion
-The bid process does not always function effectively because people do not have set responsibilities assigned to them

Current Mitigating Business Practices: Contributing Factor 2

¢ A prequalification process with quality expectations is established to eliminate poor and low bidders (5)
-Pre-screening committees are established to ensure each bid process yields multiple qualified bidders
-Contractors and subcontractors are required to submit a campus prequalification packet prior to project bidding
-Unqualified contractors (those with a history of high claims, etc.) are filtered out

¢ Personnel involved in the bid process are well experienced, educated, and assigned clearly established
responsibilities (4)

-The same group of people are involved in a project from start to finish

-Staff training is performed to ensure staff understands how to keep records, etc.

-A Contract Unit Group is in place to ensure personnel understand the bid process

¢ Alternative contracting mechanisms and delivery processes are utilized at times (2)
-Mechanisms do not rely solely on pricing
-Alternative delivery processes include design-build and CMGC (bringing the general contractor into projects early)

e Contractor change-orders are minimized by having project expectations and plans reviewed by the design /
construction group and building users (1)

¢ An annual or semi-annual contractor assembly is planned to keep contractors informed of recent news, policy
changes and contracts, etc. (1)
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E3. Difficulty in consistently securing quality contractors (includes low bid procurement process)

CONTRIBUTING FACTOR 3

Many contractors and sub-contractors do not perform quality work

Current Mitigating Business Practices: Contributing Factor 3

» Contractors / subcontractors are screened through a thorough prequalification process (6)
-Contractor interviews are videotaped to thoroughly review candidates

-Contractors / subcontractors are required to submit a campus prequalification packet prior to project bidding
-Unqualified contractors (those with a history of high claims, etc.) are filtered out

¢ Vigorous inspections are completed during the course of projects to ensure quality work is performed (5)
-FD&C Construction Inspection Services perform continual reviews

-Inspectors are asked to help contractors identify project issues early in the process

-Reference checks are implemented to understand contractor experience in relation to current project ‘specifics’
-Trade unions review specific projects to determine if proper levels of experienced tradesmen are on-site

¢ Alternative delivery strategies designed to secure the involvement of contractors have been proposed and, in some
instances, implemented (2)
-Multiple Prime contracting methods have been used for the purpose of increasing UC control

¢ Project mock-ups are utilized to maintain the standard of quality (1)
e Contractors are partnered with UC staff to ensure adequate, comfortable work environments (1)

¢ Internal monthly meetings are held between building managers and project managers to discuss the quality of
contractors (1)

¢ A list / pool of qualified contractors is maintained (1)
-Contractors in the pool understand what is expected on UC projects (particularly with smaller projects)
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E3. Difficulty in consistently securing quality contractors (includes low bid procurement process)

CONTRIBUTING FACTOR 4
Bid protests hinder and delay the bidding process

Current Mitigating Business Practices: Contributing Factor 4

¢ Hearing officers are employed to handle bid protests and minimize project delays (3)

-Campus level hearing officers exist

-A panel of independent hearing officers is retained by OP; officers receive cases that were not able to be resolved at the
campus

¢ Clear, strong documentation is maintained to avoid bid protests (3)
-Quality reviews of contracts are performed to ensure documentation does not include language that may generate protests

¢ Pre-bid meetings are established to address potential bidding issues, clarify requirements in advance, and educate
project managers (3)
-Project managers are taught how to use contracts and avoid situations that lead to claims

e Outreach programs are performed to educate contractors on bidding and increase communication opportunities (2)
-During some projects, a Contract Unit Group sends a representative to bidders to review contracts prior to bid

¢ A well-coordinated procurement process is in place for larger projects (1)
-The contractor community is involved in developing an effective procurement process; plans of action have been developed
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E3. Difficulty in consistently securing quality contractors (includes low bid procurement process)

ADDITIONAL CONTRIBUTING FACTOR — IDENTIFIED DURING AN INDIVIDUAL WORKSHOP

The structure of the bid documents can confuse bidders, creating incorrect bidder information and disqualification

Current Mitigating Business Practices

¢ Pre-bid conferences and job-walks are held to discuss bid forms, the way they are filled out, etc. Bidders are
required to attend job-walks

ADDITIONAL CONTRIBUTING FACTOR — IDENTIFIED DURING TWO INDIVIDUAL WORKSHOPS

The isolated location, old age, and lack of space on the campus impacts the contractor and labor pools

Current Mitigating Business Practices

¢ Surveys are given to contractors to aide UC to understand their concerns and issues

e Focus groups have been established involving contractors and consultants for educational and information-sharing
purposes

o Annual meetings are held to discuss what could be done to be a better customer, etc.

ADDITIONAL CONTRIBUTING FACTOR - IDENTIFIED DURING AN INDIVIDUAL WORKSHOP
Many bidders file erroneous claims for profit

Current Mitigating Business Practices

e Constructability reviews are performed

o A full-time inspector reviews major campus projects

¢ Clear, concise documents are established to help minimize errors

e Extremely low bidders have been personally contacted in an effort to weed out erroneous bids
¢ A campus documentation system for tracking RFls is utilized

-Daily reports are required by campus staff members and contractors
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E3. Difficulty in consistently securing quality contractors (includes low bid procurement process)

CONSEQUENCES

Significant consequences which currently exist or may surface in the future due to this risk:

Small Bidder Pool Size

¢ UC locations find difficulty attracting an adequate pool of bidders (6)

-Quality general contractors are hesitant to bid on projects due to campus reputation that projects often get extended
+Many times, contractors must support extension costs out of their pocket

-The contractor turnover of key positions has impacted campus control during transition periods

-Bonding and insurance issues limit the pool of contractors willing to bid

Additional Project Expenses Incurred

e Campuses may be required to bid in non-economical ways, paying more for services and confusing bids due to the
complexity of multiple funding sources (3)

-The process of prequalifying contractors can be expensive

-State funded projects do not allocate the needed resources to support adequate incentives / bonuses

e Many times low bidders manufacture claims to boost profits (1)

Poor Contractor Quality

e The low quality of local contractors and subcontractors affects the success of projects (3)

-The lack of an adequate prequalification process can result in the retention of inexperienced contractors (i.e., complex facility
project experience)

-Quality contactors may become poor contactors as a result of poor management, unrealistic expectations, and lack of
support from the University

Project Delay

¢ Projects have been delayed recently due to bid protests and lowest bidder requirements (3)

-Bid protests cause at least a 6-week delay. If bids are thrown out, 2 months are added to the process as the bid process is
repeated

-The lowest bidder requirement creates time-consuming demands on project management

Poor Alternative Delivery Processes
e Some campuses are informally working with each other to develop alternative delivery processes (1)
-Poor delivery processes may introduce additional elements of risk if not well planned
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E3. Difficulty in consistently securing quality contractors (includes low bid procurement process)

ADDITIONAL CAMPUS ACTIVITIES

Activities that could improve the management of this risk if implemented:

e Campuses and OGC need to work together to create contracts /and related documents that minimize protest (4)

-Simplify the materials and paper work which bidders are required to fill out, in addition to offering the option of bid alternatives
+Many protests arise from paper work errors made by bidders
+Unclearly defined documents create ‘opportunities’ for low bidders to find holes and exceptions

-Establish one contact at each campus to network with and serve as a liaison with contractors

-One UC location has used an alternative contracting mechanism based on qualifications that did not consist solely of pricing
+By virtue of the contracting mechanism, the project stayed on budget

¢ Minimize the extension of projects beyond planned budget / time (2)
-Building users, including faculty, need to be pushed to move into buildings soon after completion
+Contractors do not feel a sense of urgency to complete projects on-time due to the history of some users having a
reputation of moving into buildings well after project completion
-Create standard invoice forms for project efficiency

o Establish adequate incentives for contractors / subcontractors during projects (2)

-Incentives should reach beyond that of current ‘token incentives’

-UC locations lose potential contractors to those entities offering proper incentive packages

-Incentive packages will become increasingly important at many UC locations as campus growth continues

e Campuses need to hire sufficiently competent project managers who are able to identify poor quality contractors (1)
-Campuses and project managers need to take adequate time to manage the bidding process and protests
+Project managers and project manager support are the major factors preventing contractor quality and project success

¢ Establish effective post-occupancy reviews (1)

e Establish adequate design standards to reduce the opportunities contractors have to avoid accountability for
quality (1)

-The operations and maintenance side of the University is hampered by the fact that, in many cases, design standards in
place are inadequate
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E3. Difficulty in consistently securing quality contractors (includes low bid procurement process)

ADDITIONAL EXTERNAL ACTIVITIES

Activities that could improve the management of this risk if implemented:

e Campuses and OGC need to work together to create contracts and related documents that minimize protest (5)
-Simplify the materials and paper work which bidders are required to fill out, in addition to the options of bid alternatives
+Many protests arise from paper work errors made by bidders
+Unclearly defined documents create ‘opportunities’ for low bidders to find holes and exceptions
-Establish one contact at each campus to network with and serve as a liaison with contractors

¢ Develop a university-wide shared database of contractor performances, prequalification information, ‘lessons
learned’, etc. (5)

-Information should include contractor criteria, different prequalification methods, project success and failure stories, etc.

-Shared information is valuable as UC the explores alternative prequalification techniques

-Many UC locations do not know that prequalification processes exist at other locations

-Prequalification procedures are not uniform across the University because procedures are difficult to implement.

-Moreover, the instructions in the Facilities Manual are difficult to understand and the actual prequalification document is
hard to download

-Many campuses do not have the resources to establish an effective prequalification process

¢ OP needs to review and simplify / streamline bidding forms and procedures (3)

-Simplification needs are applicable to multiple fund source projects (i.e., format of bid submission)

-The quality point evaluation of bidders needs to be considered

-There are other ways to handle low bids: In Denmark, for example, low bid rules allow for selection of the second lowest
bidder (thus eliminating the lowest bidder)

¢ Pursue legislative changes that would allow UC to change its contracting practices (2)
-State legislature needs to establish negotiating options similar to those within the private sector regarding construction costs
-State legislature needs to give campuses the ability to limit who can and cannot bid (based upon past performance, etc.)

¢ OP needs to research the benefits and implications of global contracting for large projects (hiring individuals / firms
over long periods of time) (1)

-Analyze if global contracting saves substantial money and time

-Some UC locations believe global contracting has proven effective on smaller projects

-Campuses need a contractor pool that can continually be utilized to obtain profitable bids
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Continued - Additional EXTERNAL activities
Activities that could improve the management of this risk if implemented:

¢ Additional work and coordination between OP and campuses is needed to establish additional alternative delivery

processes (1)

¢ Offer owner-provided insurance to help address insurance requirement issues (1)

-Many contractors cannot meet UC insurance requirements or can not provide a payment bond, etc.
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Risk PR1. Inconsistent quality of construction
documents produced by architects

*E1.

*E2.

*E3.

*PR1.

*PR2.

*PR3.

*PR4.

*P2.

*R1.

*R3.

|dentified Program Risks

Delays and costs associated with actions of the
public and regulatory agencies

Difficulty recruiting and retaining capable campus
personnel

Difficulty in consistently securing quality contractors
(includes low bid procurement process)

Inconsistent quality of construction documents
produced by architects

Standard contract language and business processes
lack sufficient flexibility to meet some project needs

Failure to provide effective project management and
administration throughout the project

Inadequate sharing of information about delivery
processes and practices among campuses

Multiple disconnects and lack of coordination within
the University at all levels

Outdated, ineffective, and disconnected budgeting
process (resulting in inefficient budget and/or cash
flow timing problems)

Difficulty managing projects under current overhead
limits (limits that do not reflect modern/complex
building requirements)

Risk PR1. Inconsistent quality of construction
documents produced by architects

Contributing Factors:
1. There are occasions when architects are
good at design but poor at construction
documents

2. Architects do not have the necessary support
during the constructability review process
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PR1. Inconsistent quality of construction documents produced by architects

CONTRIBUTING FACTOR 1
There are occasions when architects are good at design but poor at construction documents
-Architects are generally chosen based on their presentation ability and not on their effectiveness in the construction process
-Construction documents do not effectively attract suitable and competitive bids

Current Mitigating Business Practices: Contributing Factor 1

¢ Various review boards and procedures have been established to ensure quality construction documents and
architects (8)

-Outside consultants are hired to perform peer reviews

-Extensive in-house reviews have been implemented
+Internal engineering groups inspect documents and review personnel performance at various project stages
+Construction managers are involved in constructability reviews during the Construction Document phase
+A FD&C Design Review Board has been established at one UC location
+A process is in place to review project managers, architects and contractors at project-end

¢ Architect interview and selection processes are strenuous and thorough (6)

-Hiring is based on high qualifications

-The quality of construction documents are examined during selection processes

-Some campuses implement a mandatory screening process for all architects, measuring presentation abilities and the ability
to handle construction issues and project management

-One UC location enables the campus architect selection committee to require that the architect demonstrate the capability to
perform in all necessary skill areas related to the potential assignment

¢ Design and design-build processes have been modified to help ensure document quality (4)
-During project bidding, document completion becomes the joint responsibility of the executive architect and project contractor
-Design architects and project architects work together to establish project drawings on larger projects
-Architects are assisted in developing fire safety elements within project design
-All service units (design, construction, operations and maintenance, etc.) are involved in design process
-Regarding ‘as-built’ documents, inspector records specify linear offsets and conditions from start to end
+As-builts are reviewed on a monthly basis
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PR1. Inconsistent quality of construction documents produced by architects

Continued - Current Mitigating Business Practices: Contributing Factor 1

¢ Architectural specifications and expectations are standardized and communicated to architects (2)

-During architectural presentations, architects are required to demonstrate production capabilities and professional history
rega