CEAA

CONSTRUCTION OWNERS
ASSOCIATION OF ALBERTA

COLLABORATIVE CONTRACTING
PRACTICAL DECISION FRAMEWORK

JULY 2026



This Best Practice guideline ("guideline") was developed through a consensus development
process approved by the Construction Owners Association of Alberta (COAA). This process
brings together volunteers representing varied viewpoints and interests to achieve a reasonable
consensus to develop a general guideline for industry use. The content of this guideline does
not represent the views of any particular Collaborative Contracting Committee member. This
document is a general guideline and COAA strongly recommends third party advice being
obtained to complement and clarify this guideline — and moreover, to implement collaboration.
This guideline is also subject to periodic COAA Board review and readers should ensure they
are referencing the most current version of this guideline.

This guideline is provided without any representations, warranties, or conditions of any kind,
express or implied, including, without limitation, implied warranties or conditions concerning this
document's fitness for a particular purpose or use. In publishing this document, COAA and the
committee members do not accept responsibility arising in any way from any and all use of or
reliance on the information contained in this document. COAA and the committee members are
not rendering professional or other services for or on behalf of any person or entity, nor
undertaking to perform any duty owed by any person or entity to another person or entity. The
information in this guideline is directed to those who have the appropriate degree of experience
to use and apply its content.

Copyright © 2026
Construction Owners Association of Alberta

The information in this publication may be reproduced, in part or in whole and by any means,
without charge or further permission from the Construction Owners Association of Alberta,
provided that due diligence is exercised in ensuring the accuracy of the information reproduced;
that the Construction Owners Association of Alberta is identified as the source; and that the
reproduction is not represented as an official version of the information, nor as having been
made in affiliation with, or endorsed by the Construction Owners Association of Alberta.

Construction Owners Association of Alberta
800, 10123-99 Street NW Edmonton, Alberta Canada T5J 3H1
www.COAA.ab.ca



Table of Contents

1. Collaboration in CONSIIUCION ..........uiiiiiiiiiii e 5
1.1.  Whatis Collaborative Contracting?...........c.ooomiiiiiiiiiie e 5
1.2.  What does Collaborative Contracting LOOK LIKE?.............uuuuiiimiiimiiiiiiiiiiiiiiiiiiiiiiiiiieeens 6
1.3.  Collaboration SPECIrUM .......cooi i 6
1.4. Benefits of Collaborative Contracting...............eeiiiiiiiiiiiiicc e 8

1.4.1. MCKINSEY & COMPANY ......oiiiiiiiiiiiiiiiiiiiiiiie ittt e e e e e e e e e e eeeeees 8
1.4.2. The Jergeas and Lynch Study ..o 9
1.4.3. International and Global FiNdings.........ccooooiiiiiiiiii e, 9
1.4.4. Summary of Key BeNefitS...........uuuuiiiiiiiiiiiiiiiiiiiiii e 9
1.5.  Challenges of Collaborative Contracting...............uuuuuuuieiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeaes 10
1.5.1. Summary of Key DrawbacKs ........ccoooiiiiiiiiiiiii e 10
1.6.  Why Use Collaborative Contracting? ...........oouuiiiiiiiiiiicce e 11

12 1 TR SPPOPPPPRERRR 12
P DR VA o F= | QLS ] PP EERRRT 12
2.2.  Risk: Sharing or Transferring? .......ooe oo 12
2.3, RISK Strategy ....ccooooiiiiii 13

2.3.1. Dealing With CoSt RiSK .........cooiiiiiiiiiie 14
2.3.2. Dealing with Schedule RiSK............ccoiiiiiiiii e 14

3. Suitability for your Organization ...........ccooooiiiiioiie 14

3.1.  How Collaborative is your Organization? .............ccccciiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeee 15
3.1.1. Are We Ready?......cooo i 15
3.1.2. How Transparent do you wantto be?...........ooooiiiiiiie 15

3.2. How Collaborative Should YOU BEe7? ........coiiiiiiiieeeie et 16

3.3.  Is Collaboration Suitable for my organization.............cccccccviiiiiiiiiiiiieee 18

4. Suitability fOr YOUr PrOJECE ..o 19

4.1.  When Collaborative Contracting Works Best ... 19
4.1.1. HIgh ComPIEXitY......cooiiiiiiii 19
4.1.2. Significant Uncertainty ... 20
4.1.3. StrategiC IMPOANCE.......oooii i 20
4.1.4. INNOVation OPPOIUNILY .....vueeii e 20

4.2.  When Collaborative Contracting May NOT Be the Best Fit...........ccovveiiiiiiiiinnnnn. 20
4.2.1. Well-Defined, Simple SCOPE.....cccciii i 20
422 Low Risk and UNcertainty ...........ooooeiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeee e 20



4.2.3. Short Duration or SMall SCale .......oeeveieeee e, 21

4.2.4. Purely Price-Driven Selection Required .............ccccceiiiiiiiiiiiiiiiiin e, 21
4.2.5. Limited Internal Capacity...........oouuuiiiiiii e 21
4.2.6. Adversarial Market Conditions .............oiiii i 21
4.3, ProOJECt ASSESSIMENT ......uuiiiiiiiiiitiiiiiieeietteeeee ettt ete e bbbbbbe bbb neen e nnennnnnee 21
4.4. Selecting the right type of “Collaboration” ..., 22
4.5. Legal and Contractual Feasibility ..............cooooimiiiiiiii e, 22
T = 2= 4 1= T < (o 17V o] o] i o o 1P 23
5.1.  Cultural Resistance and Adversarial Mindsets .............ccoovvviiiiiiiiiiiiiiiiiiieeeeeeeeeeeeee 23
5.2. Misconceptions About Cost and RisK............ccooiiiiiiiiiiiiiiicce e, 24
5.3. Limited Understanding of Collaborative Benefits............ccoovviviiiiiiiiicce e, 25
54. o B o] o O 1= £ 26
5.4.1. 7013 £ 26
5.4.2. TIME INVESIMENT......e e e e e e e e e aaenns 26
5.4.3. Resource ComMmItMENt ... ....ccooii i 26
5.5.  Setting Realistic EXpectations.............cooviiiiiiiiiiiiiieeeeeeeeeeeeeeee e 27
5.5.1. What collaboration can deliVer ... 27
5.5.2. What collaboration cannot deliver .............ccoooiiiiiiiiici e 27
5.6. Legal, commercial, and iNSUrance barriers ..............oeuuueiiiiieiiiieiieee e 27
57. Procurement, regulatory, and governance constraints .............ccccciiiiinieiiiiiiinnn. 29
5.8. Capability, leadership, and change management................ccooeviiiiiiii e, 30
5.9. Market readiness, partner capability, and commercial alignment ..............cccccceeeeeeen. 32
B.  Strategy SelECtON ... s 33
6.1.  Contracting SIrategy .......couii i 33
6.1.1. Standard Models and FOrMS ........ccoooiiiiiiiicce e 34
6.1.2. Be-spoke Models and FOIMS ... 36
6.1.3. Contract Strategy Best PractiCe ... 36
6.1.4. Self-Sufficiency and the Use of Neutral AQViSOrs.........ccoooeeeviiiiiiiiceiiieeeeceeei, 36
7. Collaborative Contracting MOdEIS ........ccooiiiiiiie e 37
7.1.  Early Contractor Involvement (ECI) ........oooiiiiiiiiiii e 37
7.1.1. Why do it? — ECI's Value Proposition ............oocuuiiiiiiiiiiiiiiieeceee e 37
7.1.2. WHEN 10 USE It 7 . 38
7.1.3. How does it Work/How is it Implemented? ...........coovvviieiiiiiiiiiieeeeee 38
7.1.4. Pre-Construction Phase ... 39
7.1.5. 1070] 0153 (U o3 110] g I d 0 F= T 39



7.1.6. ECI in Commissioning and Startup ... 41

7.2.  Progressive Design Build (PDB) .......coouuuiiiiiiiiieee et 43
7.2.1. WRAE IS PDB? ...t 43
7.2.2. How does it Work/How is it Implemented? ...........cccooiiiiiiiiii e 44
7.2.3. Why do it — What is the Value Proposition? ..., 45
7.2.4. WREN 0 USE 7.t 45

7.3.  AllIance CoNtraCling........couuiiuiiiii e e e e e e e e e r e eeaaeeeaanes 46
7.3.1. What is Project AllIanCing .......coooooioooieeee e 46
7.3.2. Why do It?: What is the Value Proposition...........cccccceeeeiiiiiiicce e, 46
7.3.3. WREN 0 USE I17: .. 47
7.3.4. How Project Alliances WOrK ... 47

7.4.  Integrated Project DeliVEry...........coouiiiiiiiiiiiiiieeeeeeeeee 48
7.41. What is Integrated Project Delivery (IPD)? ..., 48
7.4.2. Why do It?: Value Proposition for Construction Owners ..., 49
7.4.3. AT L= IR (o TN LT PSR 49
7.4.4. How does it Work/How is it Implemented? ..........cccooooeiiiiiicii e 50

8. Procurement — Owner and Contractor Alignment ............ccoooieeiiiiiiiiiic e, 51

8.1, Market REAUINESS. .. .cc e it e ettt a e e e e e e e e e et a e e e e e e eenane 52

8.2.  Going to Market: Relationship-Based Sourcing...........cccccvvvviiiiiiiiiiiiiiiiiiiiiiiiiiiieeee 52

8.3.  Partner AligNMENt ... ..o e et aaeeaanees 53
8.3.1. Purpose and PriNCIPIES ......coooeeiiiieecee e 53
8.3.2. AlIgNMENt ACHIVILIES ..o, 53
8.3.3. Outputs of the Alignment Phase..............uuuiiiiiiiiiiiiiieeees 54
8.3.4. The Role of the Neutral Facilitator.............cccoiiiiiiiee 54
8.3.5. Off-Ramps and Transition POINES .............uuiiiiiiiiiiiiiiiiiiiiiieaes 55

8.4.  Special ConSIAErationS ...........ciiiiiiiieiiiiiieeeee e 55

9. Working Collaboratively: What does that 100k lIKe? ... 56

9.1.  Project Input, information, intent ... 56
9.1.1. Inclusive and Early Stakeholder Engagement ... 56
9.1.2. Effective Information Sharing ... 56
9.1.3. Transparency Of INtENT ........oooi i 57
9.14. Open Practices and GOVEINANCE ..........ccvvvuiiiiieeeeieeeeee e 57

9.2, TraAINING cooeeieeee e 57
9.2.1. Purpose and Approach t0 Training ........ccooeeeiiiiiiicai e 57
9.2.2. Core TraiNiNg TREMES.........ooiiiici e a e 58



9.2.3. Behavioural and Cultural Capability ............ccooeviiiiiiiiiiiiiiiiiee 58

9.24. Practical Training Methods............oouiiiiiii e 58
9.3. Disciplined, outcome-focused delivery aligned with project objectives. ...................... 58
9.3.1. Getting the right team ..........oooiiiiiiiie e 58
9.3.2. Leadership for Collaborative Contracting ............ccevvviiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeee 59
9.4, ProjeCl Charter ...... e aeaaaaaa 60
9.4.1. Purpose and StrategiC ROIE ..........oouiiiiiii i 60
9.4.2. Key Components of Charters for Complex Projects .........cccoooevvviiiiiiiiiiiiieiieeeens 60
9.4.3. Living Document, Continuous Alignment...........ccccoooiiiiiiiiie e 61
9.4.4. Benefits in PractiCe ........ouvviiiiiiiiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeeeeeee e 61
9.5. Governance Mechanisms for Sustained Collaboration..............c...cccvviiiiiiiini e, 61
9.5.1. Communication MeChaniSMS ..........coviiiiiiiiieie e 61
9.5.2. The Role of Agility in Collaborative Contracting...........cc..coooviiiiiiiiiiiieein. 62
9.6.  Change Management ..........ccoiiiiiiiiiiiiiii e 63
9.6.1. Dispute Management............ooooiiiiii 63
9.6.2. Addressing Parties Not Collaborating.............ccccooeeiii, 63
Appendix A — Maturity ASSeSSmMeNnt FACLOrS.........cooo i 65



1. Collaboration in Construction

Collaboration in construction projects is not a new concept. Owners, governments, contractors,
industry associations and the public have been collaborating for hundreds, if not thousands, of
years. The Great Pyramid of Giza (circa 2600 BCE), for example, involved architects,
engineers, labourers, and resource suppliers working under a centralized management system.
While hierarchical, it demonstrated early forms of collaboration, planning logistics, sourcing
materials from distant quarries, and synchronizing thousands of workers over decades. The
construction of the Hoover Dam in the 1930s required unprecedented coordination among
multiple contractors and government agencies, setting a benchmark for large-scale project
collaboration. What has changed since then is the degree to which collaboration is intentionally
designed and reinforced through commercial and governance structures.

Contractual collaboration, however is a more recent concept, which evolved as a response to
the adversarial nature of traditional procurement methods like design-bid-build, which often led
to disputes and inefficiencies. Although informal cooperation occurred on large projects such as
the Hoover Dam in the 1930s, the concept gained formal recognition in the late 20th century. In
the 1980s, the U.S. Army Corps of Engineers pioneered partnering programs' to reduce
litigation and foster teamwork, marking a significant shift toward structured collaboration. As
early as the 1990s?, models such as alliancing in the U.K.3 and alliance contracting in Australia*
and Integrated Project Delivery (IPD)° in North America emerged, embedding shared risk-
reward mechanisms and joint decision-making into legally enforceable contracts. Today,
collaborative contracting has been used across several industries for large, complex projects.
The collaboration extends to project management tools, such as AutoCAD, BIM and digital
platforms to enhance transparency and efficiency while aligning stakeholder interests.

1.1.What is Collaborative Contracting?

Collaborative Contracting is a method of contracting, supported by contractual language, that
focuses on enablement of collaboration and an alignment of interests between key contributors
(e.g. owner, constructor, engineer, fabricator, etc.) to the successful outcome of the project. Key
features include early stakeholder involvement, open-book financials, consensus-based
governance, and performance-based compensation. The risks and rewards of a contractual
arrangement are shared such that all contributors to the agreement are contractually aligned to
incentivise achieving a common goal. Unlike traditional models that separate responsibilities

1 US, Department of the Army, US Army Corps of Engineers, EP 34-1-1, Partnering Playbook: Building
Strong Relationships Across the Construction Project Delivery Life Cycle (Washington, DC: US Army
Corps of Engineers, 2024).

2 Greg Rooney, "The Project Alliancing and Relationship Contracting Experience" (Paper delivered at the
3rd Asia Pacific Mediation Forum Conference, Suva, Fiji, 2006) [unpublished], online: Asia Pacific
Mediation Forum <asiapacificmediationforum.org/resources/2006/rooney.pdf>.

3 Knott, T. (1996). No Business as Usual: An Extraordinary Project In the North Sea. British Petroleum.
London, UK

4 Jim Ross, "Alliance Contracting: Lessons Learned from the Australian Experience" (Paper delivered at
the VDI-Bau conference, 2009) [unpublished], online: Alliance Contracting Electronic Law Journal
<alliancecontractingelectroniclawjournal.com>

5 Daniel M Hall & W Richard Scott, "Early Stages in the Institutionalization of Integrated Project Delivery"
(2019) 50:2 Project Management Journal 128.



and often lead to adversarial relationships, collaborative contracts promote cooperation and
transparency and foster a unified team environment where decisions are made jointly.

It is important to note that preparing a collaborative contract is only the first step in working
collaboratively. Collaboration requires carefully developed trust between the contributors, as
well as an integrated team that shares in goal setting, measurement against progress and
decision-making throughout. All key contributors must work together with high integrity and trust
to ensure all decisions are in the best interest of the project outcomes.

1.2.What does Collaborative Contracting Look Like?

Collaborative contracting on a construction project emphasizes shared risk, joint decision-
making, and collective responsibility. Project teams comprising owners, designers, contractors,
and key suppliers are brought together early in the project lifecycle to co-develop goals,
budgets, and schedules. This early collaboration helps align incentives and encourages
innovation, often supported by shared digital platforms and lean construction principles. The
foregoing collaborative concepts are carried through the project until final completion.

For example, under the CCDC 30 IPD model, a hospital redevelopment project might involve
the owner, architect, and construction manager signing a single contract that binds them to
shared financial outcomes and performance metrics. Decisions are made by consensus, and
cost savings are distributed among the team. Similarly, a NEC4 Alliance Contract could be used
for a major infrastructure upgrade, where all parties form an alliance with a "one for all, all for
one" ethos. In that model, success or failure is shared equally. These frameworks are
increasingly popular for complex, high dollar value construction initiatives.

1.3. Collaboration Spectrum

Collaboration on a project can be represented as a spectrum, ranging from traditional open
market bids to collaborative mergers. On any project, stakeholders may choose what areas to
collaborate on and to what extent. Figure 1 below shows the spectrum of collaborative
contracting models that can be used, along with common contract types. The traditional open
market bids have little to no collaboration, while the collaborative joint venture and merger are
fully collaborative. Different collaborative contracting characteristics are shown in the blue arrow,
with increasing collaboration from left to right.
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Figure 1- Spectrum of Collaborative Contracting Models

Traditional construction contracts, such as Traditional EPC or Stipulated Sum Bid, are structured
around clear risk allocation, with owners often transferring significant risks to contractors. This
approach can create adversarial relationships and limit the need for collaboration. Integration
between parties is minimal, as contractors are usually brought in after design completion,
reducing opportunities for early input and innovation. Decision-making is hierarchical and driven
by contractual obligations, while communication tends to be formal and transactional.
Accountability is enforced through rigid documentation and claims processes, where claims and
disputes are commonplace.

In contrast, collaborative contracting models, such as Integrated Project Delivery (IPD) or
Consortia, emphasize shared risk and reward, aligning all stakeholders toward common project
goals. These models encourage early contractor involvement during the design phase, fostering
integration and enabling constructability insights that can improve cost and schedule outcomes.
Decision-making is collective, supported by joint governance structures and open-book
transparency. Communication is informal and continuous, promoting a culture of openness and
mutual accountability.

For any particular project, stakeholders can select, codify and implement aspects of
collaborative contracts, including decision-making and risk treatment. It is not necessary to be
on either end of the spectrum, and successful projects implement the aspects of collaborative
contracting that makes sense for the project and the organizations.

Sections 3 and 4 explore more deeply how to evaluate the different models on the basis of
organizational and project suitability.



1.4. Benefits of Collaborative Contracting

For industrial project owners in Alberta, adopting a collaborative contracting strategy can offer
significant advantages in managing complex construction projects. These frameworks promote
early involvement of key stakeholders, shared risk and reward, and transparent decision-
making. This approach is particularly beneficial in Alberta’s industrial sector, where projects
often involve high capital investment, tight schedules, and technical complexity. Collaborative
contracts help align the interests of owners, designers, and contractors, fostering innovation and
reducing adversarial behavior that can lead to delays or cost overruns.

1.4.1. McKinsey & Company

A McKinsey & Company article from January 17, 2020°, which discusses the successes of
collaborative contracts, noted improvement in both cost and schedule performance over
conventional contracting methods as shown in Figure 2 below. Although schedule improvements
for Qil Field type projects were minimal, the cost performance improved more than 30% when
compared to conventional contracting methods.

Early adopters of collaborative contracts are seeing improvements in
performance.

Improvements to cost and schedule performance realized in collaborative contracts

Improvement in cost performance, % over conventional @ Type of projects @ Average performance of early adopters
35,0
395 . Qil field
300

27

o

Channel deepening

225

. Offshore oil
20.0

150 Hospital system

Average

2.0 i
Offshore oil Health system
100 Hospital Industrial
75

o] 6 8 10 12 14 16 18 20 22 24 26 28 30 32 34

Improvement in schedule performance, % over conventional

Figure 2 — Adapted from McKinsey & Company article, January 17, 2020

The McKinsey Global Institute has identified that greater collaboration in contracting can result
in productivity increases up to 8-9% and generate cost savings up to 6-7% in overall project
costs. This suggests significant savings for new capital investment, achievable through greater

6 Jim Banaszak et al, "Collaborative Contracting: Moving from Pilot to Scale-up" (17 January 2020),
online: McKinsey & Company <mckinsey.com>.




project transparency, stronger collaboration efforts, and appropriate contracting structures that
reflect risks and align interests’.

1.4.2. The Jergeas and Lynch Study

In an analysis of 90 Canadian projects, those that utilized a collaborative approach had an 80%
chance of on-time, on-budget, on-target project delivery, versus 30% for adversarial or
traditional approaches. Collaborative project delivery achieved best-in-class results, including:

10% average reduction in total project costs.
20% improvement on schedule.

50% reduction in quality rework.

83% reduction in project claims.

30% increase in project personnel morale.
Significantly improved safety results®.

1.4.3. International and Global Findings

In the UK, the Egan Report "Rethinking Construction" highlighted the need for a complete
overhaul of industry methodologies, asking the industry to "do it entirely differently." Their vision
for a collaborative future suggested:

e An integrated project process.
o Competitive tendering replaced by a team approach based on long-term relationships.
e Standardisation of components and processes.

This more collaborative approach was projected to improve productivity and cost efficiency with
targets like:

¢ An annual reduction in construction time of 10%, and a similar reduction in capital costs.
e A 20% reduction each year in defects on handover®.

1.4.4. Summary of Key Benefits
Below is a summary of the key benefits of collaborative contracts:

e Shared risk and reward aligned incentives

o Early stakeholder involvement fosters stakeholder alignment and improves alignment of
business and project objectives

e Reduces disputes and litigation

e Encourages innovation and value engineering

e Enhances schedule and cost certainty

7 McKinsey Global Institute, Reinventing Construction: A Route to Higher Productivity (San Francisco:
McKinsey & Company, 2017). See also: McKinsey & Company, "Reinventing Construction Through a
Productivity Revolution" (27 February 2017), online: McKinsey & Company <mckinsey.com>.

8 George F Jergeas & Robert P Lynch, Future Pathway for Industrial Mega-Project Delivery (Edmonton:
GO Productivity, 2014).

9 UK, Construction Task Force, Rethinking Construction: The Report of the Construction Task Force
(London: Department of the Environment, Transport and the Regions, 1998).
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This section shows the potential for both cost and schedule improvements in industrial projects
globally. These improvements however, require us to overcome the significant challenges
identified below, and to carefully consider if collaborative contracting is suitable for your project

and organization.

1.5.Challenges of Collaborative Contracting

Collaborative contracting is not without its challenges. It requires a cultural shift from traditional
procurement models, demanding strong leadership, trust, and a willingness to share control.
Owners must be prepared to invest time and resources upfront in team formation and goal
alignment. Additionally, these contracts can be administratively intensive and may not suit all
project types, especially those with clearly defined scopes and minimal uncertainty.

There are also certain limitations or constraints when using collaborative models versus
traditional models. Error! Reference source not found. below outlines items that a project may
not be able to do as easily, or at all, under collaborative contracts.

Table 1 - Project Constraints for Collaborative Contracts

Constraint

Explanation

Unilateral
Decision-Making

Collaborative contracts rely on consensus-based governance. Owners
or contractors cannot make major decisions independently without
team agreement, which can slow urgent actions.

Fixed-Price
Bidding

Traditional lump-sum bidding is often replaced by open-book cost
models. This means competitive bidding is less emphasized, and
pricing is developed collaboratively, which may not suit or be allowed
in all procurement strategies.

Strict Risk Transfer

Risks are shared among parties rather than transferred to one entity.
Owners cannot transfer risk entirely to contractors, which may be
preferred in certain high-risk projects.

Rapid Procurement
Turnaround

Collaborative models require more time upfront for team formation,
goal alignment, and contract negotiation. This can delay project
initiation compared to traditional design-bid-build.

Limited Suitability
for Simple Projects

For small or low-complexity projects, the overhead of collaborative
contracting may outweigh the benefits, making traditional models more
efficient.

Less Familiar
Legal Frameworks

Collaborative contracts like IPD or NEC4 may be unfamiliar to legal
teams or insurers, potentially complicating approvals or coverage
compared to standard CCDC or design-build contracts.

1.5.1. Summary of Key Drawbacks

Below is a summary of the key drawbacks of collaborative contracts:

o Requires high trust and cultural change

e More complex contract administration

¢ Not ideal for simple or low-risk projects

¢ Upfront investment in collaboration infrastructure
¢ Consensus decision-making can slow progress
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With the foregoing in mind, collaborative contracting can be seen as another method of
contracting, with its own unique set of benefits and challenges. Using collaborative contracting
is a choice that should be considered for large, complex industrial projects as a means to
improve cost and schedule performance.

1.6.Why Use Collaborative Contracting?

Alberta’s heavy-industrial projects operate in one of the most challenging delivery environments
in North America. Alberta projects are frequently affected by unpriceable risks such as
brownfield congestion, live-plant constraints, seasonal weather, labour availability, regulatory
change, and evolving scope, none of which are unique to Alberta. Traditional contracting
models, particularly EPC and lump-sum arrangements, attempt to transfer these risks to
contractors, but in practice this often results in inflated contingencies, defensive behaviour,
productivity disputes, and claims rather than predictable outcomes.

Collaborative contracting is a response to the challenges and limitations of traditional
contracting models that transfer risk, as opposed to sharing risk. Models such as Progressive
EPC, Alliance contracting, and IPD-style hybrids recognize that some risks are better managed
collectively. By aligning incentives around overall project performance instead of individual
contractual positions, these models reduce adversarial behaviour and support faster,
better-informed decision-making during execution.

Collaborative contracts improve schedule performance and reduce delays by addressing the
root causes of slippage rather than reacting to them after the fact. On complex projects,
particularly in Alberta’s heavy industrial environment, delays are rarely caused by a single event;
they result from cumulative impacts such as late scope changes, interface conflicts,
constructability issues, labour productivity losses, and slow decision-making. Collaborative
contracting improves schedule outcomes by integrating designers, constructors, and the owner
early, enabling realistic sequencing, constructable designs, and executable work packaging
before critical path activities are locked in. Shared risk-reward mechanisms align all parties
around protecting the project schedule rather than shifting blame for delay, while open-book
transparency and joint governance allow emerging schedule risks to be identified and mitigated
in real time. As a result, issues are resolved through rapid, collective decision-making instead of
protracted delay analysis and claims, leading to stronger adherence to milestones, fewer
disruptions, and more predictable project delivery.

Collaborative contracts materially improve cost performance by addressing how cost overruns
actually occur on complex projects. Traditional contracting focuses on transferring cost risk,
often resulting in inflated contingencies, defensive pricing, and disputes when assumptions fail.
Collaborative contracting improves cost outcomes by integrating key participants early, enabling
realistic scope definition, constructable designs, and executable plans before costs are locked
in. Open-book transparency provides owners with clear visibility into cost drivers, allowing
informed decisions on scope, sequencing, and risk mitigation rather than reacting to overruns
after they materialize. Shared risk-reward mechanisms align all parties around controlling total
project cost instead of protecting individual margins, reducing change-driven productivity loss,
duplication of contingency, and claims. As a result, collaborative contracts typically deliver more
stable, predictable final costs, even when upfront estimates appear higher, because escalation
is managed proactively rather than absorbed through dispute and inefficiency.
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2. Risk

This framework uses the Collaboration Spectrum, presented in section 1.3, as its backbone: the
goal is to select a “target” level of collaboration that fits both the organization’s readiness and
the project’s needs. In this section, we focus on risk, because how risk is understood, allocated,
and managed is one of the main factors to consider when determining where a project should sit
on the spectrum. In collaborative contracting, risk is treated as a shared project reality that must
be actively managed by the integrated team.

2.1.What is Risk

Risk is the uncertain event or condition that, if it occurs, will have a positive or negative impact
on project objectives, including cost, schedule, safety, quality, or performance, and whose
impact can be assessed and managed but not fully eliminated.

It is typically characterized by two components:
o Likelihood: The probability that the event will occur.
o Impact: The severity of the consequences if it does occur.
The common types of construction risks are:
o Financial Risks: Budget overruns, unexpected cost increases.
e Schedule Risks: Delays due to weather, supply chain issues, or labor shortages.
o Design Risks: Errors or changes in design that affect construction.
o Safety Risks: Accidents or hazardous conditions on-site.
o Legal/Contractual Risks: Disputes over contracts, permits, or regulations.

e Environmental Risks: Impact from environmental regulations or site conditions.

All projects contain risk. The treatment of risk and how it is managed in a project can vary, but
may include risk transfer, risk mitigation, risk acceptance and risk sharing. In practice, owners
and contractors employ a combination of risk management strategies, which are typically
codified in the contract.

2.2.Risk: Sharing or Transferring?

You can transfer risk between parties in a project, but you can’t transfer risk off a project

In traditional, non-collaborative contracts (like fixed-price or design-bid-build), risk is managed
through a clear separation of responsibilities among the owner, designer, and contractor. Known
risks are allocated, or transferred, to a contracting party. It is left to that party to manage those
risks through mitigation, acceptance or by transferring to another party (e.g., subcontractors).
Often, these risks are transferred to a party ill equipped to handle the risk, and without full
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understanding of the likelihood and impact of the risk. Unknown risks that arise during
construction are allocated to a contracting party based on an interpretation of the contract.
Differing interpretations of the contract can lead to disputes, increased costs, project delays and
damaged relationships.

In collaborative construction contracts, risk is managed through shared responsibility and open
communication among all key stakeholders, including the owner, designer, and contractor.
Rather than assigning risks to individual parties, risks are collectively identified, assessed, and
mitigated through joint decision-making and performance-based incentives. This promotes
transparency and alignment of goals to improve project outcomes and reduce adversarial
disputes. Unknown risks that occur during project execution are discussed and managed jointly
by all contracting parties, with the intent of reducing the impact of the risk to the benefit of the
project, not a contracting party.

2.3.Risk Strategy

Arisk strategy is the planned, deliberate approach by the Owner (or the project team) to identify
and manage project risks. The purpose of preparing a risk strategy in a construction project is to
deliberately manage uncertainty so that project objectives for cost, schedule, safety, quality, and
performance can be achieved as predictably as possible. In collaborative contracting, the risk
strategy typically emphasizes early identification, joint mitigation, transparency, and shared
accountability, whereas in traditional contracts it often focuses on risk-transfer and enforcement.

Key elements of a collaborative risk strategy include:

o Early risk identification: Risks are identified collaboratively by the owner, designer,
contractor, and key stakeholders at the earliest stages of the project.

¢ Risk ownership based on ability to influence: Each risk is assigned to the party best
positioned to manage or mitigate it, not simply to the party most able to price it.

o Collective risk mitigation planning: The team jointly develops and implements mitigation
measures through design optimization, constructability reviews, sequencing, and
execution planning.

e Transparent treatment of risk and cost: Open-book cost visibility is used to clearly
understand risk exposure, contingencies, and the financial impact of mitigation
decisions.

e Shared risk-reward mechanisms: Commercial incentives (pain/gain share, incentives,
profit at risk) align all parties around overall project outcomes rather than individual
positions.

e Dynamic, ongoing risk management: Risks are reviewed, re-assessed, and managed
continuously as the project evolves, rather than fixed at contract execution. This may
involve re-assigning risk to the to the party best positioned to manage the risk at the
current time.

e Clear governance and escalation protocols: Defined decision-making authority and
escalation paths ensure timely resolution of emerging risks before impacts compound.

e Focus on mitigation over entitlement: The strategy prioritizes preventing and minimizing
risk impacts over assigning blame or preserving claims positions.

13



2.3.1. Dealing with Cost Risk

Cost risk in collaborative projects is managed through transparency and alignment, rather than
fixed-price protection.

Common practices include:

o Establishing a target cost developed jointly by the project team.

o Using open-book cost management, allowing all parties visibility into cost drivers,
forecasts, and trends.

e Maintaining a shared contingency or risk pool, governed jointly and used to address
emergent risks.

¢ Implementing gain-share/pain-share mechanisms to align financial outcomes with
project performance.

These approaches discourage the inclusion of hidden risk premiums and incentivize early
identification of cost pressures, enabling corrective action before impacts escalate.

2.3.2. Dealing with Schedule Risk
Schedule risk is addressed through integrated planning and collective accountability.

Key practices include:

¢ Joint development of the project schedule, including critical path and key constraints.

o Early identification of schedule drivers such as permitting, long-lead materials, labor
availability, and interface risks.

e Use of collaborative planning techniques (e.g., milestone planning, constraint removal,
look-ahead planning).

e Shared responsibility for maintaining schedule integrity, rather than reliance on
contractual remedies.

When schedule impacts occur, the focus shifts from entitlement to recovery and optimization.

3. Suitability for your Organization

Choosing a collaborative contracting model is not only a project decision, but also an
organizational decision, and it starts with understanding where your organization can
realistically operate on the Collaboration Spectrum. This section helps owners assess whether
their culture, leadership, governance, and contracting practices are ready to support the
transparency, shared risk mindset, and joint decision-making that collaborative models require.
It provides practical questions and indicators to help you determine how collaborative your
organization is today, how transparent you are prepared to be, and what level of collaboration is
achievable now.
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3.1.How Collaborative is your Organization?

3.1.1. Are We Ready?

Cost is driven by scope and schedule. Collaborative contracting is one way to assign cost risk to
the party that can best influence the factors causing that cost. This is different from traditional
contracting, which often tries to push cost risk to contractors while giving owners fixed prices. In
practice, owners strongly influence cost through schedule requirements, scope changes, and
quality expectations. Regulators can also affect cost, even though they are usually not part of
the contract through changes to regulated project requirements. Because of this, one of the
biggest cultural shifts in collaborative contracting is an owner’s willingness to share in cost
variability tied to contractor performance, rather than expecting all of that risk to sit with others.

An owner is “ready” when it can consistently enable the following:

e Building trust among parties

e Improving information flow

e Measuring and tracking progress towards shared goals

¢ Identify and resolve issues early

e Improving decision-making and planning in a value-adding way

If the owner organization cannot operate in a way that supports above, Collaborative
Contracting will not “fix” the culture.

To help evaluate your organizational maturity to implement certain collaborative
contracting models, please see Appendix A of this document.

3.1.2. How Transparent do you want to be?

Not every organization is immediately ready to dive into a fully integrated, open-book contract.
Before committing to a collaborative model, an owner should evaluate its organizational
readiness and comfort level with transparency. Key factors include:

Table 2 - Key Transparency Factors when assessing Collaborative Contracting

Suitability area Key question If “No”, what it Typical constraint / warning sign
means
Culture & Do leaders support the level of Your willingness Lack of buy-in across leadership
leadership buy-in = transparency required for and ability to and project team; weak “team-first”
collaboration and long-term collaborate will be  culture.'®
partnership (not blame/position-  limited.

defending)?

10 Supra note 5
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Procurement &
contracting
constraints

Risk tolerance &
risk philosophy

Trust with industry
partners

Transparency
boundaries (set
them explicitly)

Do your processes allow for
best-value selection and non-
traditional contract structures
where transparency is part of
the selection criteria?

Are you willing to transparent
about risk, share risk with third
parties, and accept less price
certainty up front?

Do you trust partners enough to
share information (e.g., should |
“show them my numbers”)?

What will you not share, even in
a collaborative model?

Collaboration is
structurally
capped, regardless
of intent.

You may need to
start with moderate
collaboration
methods.

Transparency will
be minimal until
trust is built.

Ambiguity creates
friction and distrust
later.

Low-bid rules, lender fixed-price
requirements, required risk profiles;
legal/commercial teams only fluent
in risk-transfer contracts.™

Preference for lump-sum /
contractor-takes-the most-risk;
unwillingness to accept downside
risk in open-book/target
structures.'?

History of disputes; siloed
behaviors; limited information
sharing driven by trust issues.

Boundaries not defined; parties
assume “open-book” means
“everything.”

*Further discussion regarding mitigations for the constraints, as well as relevant warning signs, is available in Section 5 of this framework.

Knowing these limits up front is important. Collaboration doesn’t mean no secrets whatsoever; it
means no relevant secrets. You should isolate which aspects truly need confidentiality / audit
rights. Anything truly confidential can often still be accommodated (through NDAs, limited
disclosure agreements, or by sharing via a trusted intermediary) without derailing collaboration.

High-collaboration models require high trust, openness, and shared decision-making, so don’t
promise more transparency than you can sustain. Start at a level you can genuinely commit to
(for example, limited open-book or early contractor involvement) and increase transparency
over time as confidence and trust grow. Collaboration and transparency are a spectrum; fully
integrated models (e.g., IPD/Alliance) sit at the high-transparency end, while traditional
contracts with a few collaborative practices sit at the low-transparency end™.

3.2.How Collaborative Should You Be?

This section builds directly on the Collaboration Spectrum introduced in Section 1.3, which
illustrates the range of collaborative contracting models available. This section helps owners
determine where along that spectrum they should operate, based on organizational readiness.

The answer to this question is: As collaborative as the contract model requires to function;
higher collaboration depends on higher-transparency, tighter integration, and shared decision-
making. If you want the full benefit of collaborative contracting, expect to operate closer to the
“high collaboration” end of the spectrum’.

Collaboration is a spectrum where each level will have its own requirements for level of
collaboration. The following table details some typical guidelines for how collaborative an

1 Supra note 5
2 Supra note 5
3 Supra note 5
4 Supra note 5
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organization should be prepared to be if they are evaluating using collaborative contracting
models. For clarity, the “Low,” “Medium,” and “High” collaboration levels referenced in this
section correspond directly to the left, middle, and right portions of the Collaboration Spectrum

shown in Section 1.3.

Table 3 - Typical guidelines for evaluating collaborative contracting models

Collaboration level

Low Collaboration =
Left side of the
spectrum (traditional
contracting)
Medium Collaboration =
Middle of the spectrum
(ECI / Progressive
Design Build)
High Collaboration =
right side of the
spectrum (IPD /
Alliance)

What you should expect

willing to do
Limited collaboration; Share only targeted
selective transparency;
owner retains most
decision authority
Collaboration mainly in
planning/design; can
scale up/down

rooms, workshops);
collaboration is “add-

share enough

enable early input
Maximum transparency +
joint governance; one-
team operating model

What the owner must be

information (e.g., data

Engage contractors early;
cost/risk/design info to

Commit to open-book cost
visibility, shared risk-reward,
and joint decision-making;
maintain “no surprises”

Typical fit / note

A modest step when full
transparency/joint
governance is not realistic
on”

Designed to enable early
integration without
committing to full “one-
team” structure

These models “work” only
when transparency and
integration are non-
negotiable’®

If an organization cannot sustain the transparency and governance required at its intended
position along the collaborative spectrum, choose a less collaborative model or expect
performance to degrade back toward traditional behaviors; regardless of contract form.

What “high collaboration” requires (non-negotiables)

Table 4 — Non-negotiables required for High Levels of Collaboration

Requirement
Open-book cost
transparency

Shared risk visibility
(“no bad news
filtering”)
Shared “why” behind
scope/design

Transparent
performance reporting
Joint decision-making

What it means in practice
Real budgets, estimates, actuals are visible; in
IPD/Alliance this is expected and subject to
joint review'®
Known risks/uncertainties and forecast
changes are disclosed early; joint risk register
and schedule visibility'”
Owner shares business drivers and constraints;
designers/builders share work-in-progress
early'®
Productivity, quality, safety, KPIs are visible to
the core team™®
Governance bodies exist where key partners
have a say; decisions are made together?°

15 Supra note 9

16 Supra note 9; note 10
17 Supra note 9; note 10

8 Supra note 9
19 Supra note 9
20 Supra note 9
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Why it matters
Decisions are made from the same
data; reduces suspicion and hidden-
margin behavior
Enables early problem-solving
instead of late disputes

Improves decisions and outcomes
through continuous feedback

Builds accountability and trust
through shared reality

If decisions are shared, information
must be shared; collaboration
becomes real



Bottom line: The “should” state is no surprises: if it impacts the project, it is on the table?'.

Protect confidentiality while staying transparent (do both).

Table 5 - How to protect confidential information while remaining collaborative

What to protect How to protect it (without reducing project transparency)

Sensitive business info Use NDAs / confidentiality clauses, when necessary, so sharing inside the team
doesn’t become external exposure

Clearly defined confidential | Explicitly list what is confidential and limit use to the project; keep “open-book”

categories focused on project cost records, not unrelated corporate data
Intellectual property Define IP ownership/use up front.
External communications Control public disclosures through agreed approvals; keep internal transparency

high while managing external messaging

3.3.Is Collaboration Suitable for my organization

To determine if your organization is suitable for collaborative contracting, honestly compare your
“‘want” and the “should.” Using the evaluation criteria presented in the preceding sections to help
evaluate if your internal willingness to collaborate (transparency, risk-sharing, trust) is lower than
what the project would ideally need for success and acknowledge the gap. A large gap doesn’t
mean you can’t do Collaborative Contracting, but it means you have work to do. Perhaps start
with a smaller collaborative element to build confidence or undertake training and get leadership
commitment to move the cultural needle.

On the other hand, if your willingness and the best-practice level line up, e.g. your team is ready
to be open and the project would clearly benefit from full transparency, then you likely have an
excellent fit for a truly collaborative contract, and you should pursue models like IPD/Alliance
with confidence (knowing that Alberta’s industry and legal environment can support them).

In summary, an owner “should be” as collaborative as needed to serve the project’s best
interests, which in Collaborative Contracting is typically to be very open and trusting. But the
owner must also assess if they want to (and can) operate collaborative. This section of the
framework helps you make that call: it's a mirror to your organization’s readiness and a map to
where you need to head. By aligning your desired collaboration level with the ideal practices,
and using contract mechanisms to protect everyone, you set the stage for collaborative
contracting success. The goal is to eventually have “how collaborative you want to be” match
“how collaborative you should be”, meaning your organization’s culture and capabilities rise to
meet the collaborative model’s demands. When that alignment is achieved, collaborative

21 UK, Construction Task Force, Rethinking Construction: The Report of the Construction Task Force
(London: Department of the Environment, Transport and the Regions, 1998).
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contracting can deliver its full value: improved project outcomes, stronger relationships, and a
more resilient, competitive industry in Alberta.

4. Suitability for your Project

This framework uses the Collaboration Spectrum as its backbone: after considering
organizational readiness in Section 3, Section 4 helps you determine where a specific project
should sit on the spectrum. Section 3 focuses on organizational readiness, the culture,
governance, and capabilities required to work collaboratively. Section 4 shifts the lens to project
fit: whether a specific project is likely to benefit from a collaborative approach and what level of
collaboration is appropriate. In other words, even a highly capable organization should be
selective about when to apply collaborative contracting, and a less mature organization may still
choose to apply collaborative practices where the project case is compelling.

With that project-fit lens in mind, collaborative contracting offers meaningful advantages, but it is
most effective when applied to projects that are well-matched to its requirements. Because this
model requires deliberate effort to build and sustain strong working relationships, it delivers the
greatest value when used in situations where those investments can generate clear returns.

This section is designed to help you determine whether a project is a fit for a collaborative
approach and, if so, to identify the right degree of collaboration. It outlines practical
considerations for choosing an appropriate collaboration framework, setting realistic
expectations for outcomes, and planning the resources needed to support the model.

4.1.When Collaborative Contracting Works Best

Collaborative contracting tends to deliver the greatest value on projects with specific
characteristics. Consider whether your project has several of the following attributes:

41.1. High Complexity

Technical Complexity: projects involving innovative technologies, complex systems
integration, or challenging design requirements benefit from early involvement of contractors
and manufacturers who can provide constructability insights and value engineering input.
Examples: first-of-a-kind facilities, new process technologies, and complex brownfield
modifications.

Execution Complexity: projects with challenging logistics, difficult site conditions, multiple
interfaces, or extensive coordination requirements are well-suited to collaborative approaches
where all parties work together to solve problems. Examples: sites with limited access, remote
locations, projects with extensive tie-ins to operating facilities, multi-phase developments.

Regulatory/Stakeholder Complexity: projects with extensive permitting requirements, multiple
regulatory agencies, or significant public engagement benefit from a unified team approach.
Examples: building new projects in Canada, environmental remediation projects, linear structure
crossings (e.g., pipelines, power lines), facility expansions requiring community support.
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41.2. Significant Uncertainty

Scope Uncertainty: when the full scope cannot be completely defined upfront; perhaps due to
evolving business needs, unknown site conditions, or design development required;
collaborative models allow for scope refinement without adversarial change order battles.

Schedule Pressure: projects with aggressive timelines or fixed completion dates (e.g.,
regulatory deadlines, seasonal windows) benefit from the alignment and problem-solving
emphasis in collaborative contracts.

Budget Constraints with Cost Optimization Goals: when there's pressure to deliver
maximum value within a fixed budget envelope, collaborative approaches enable the team to
jointly optimize design and execution to meet cost targets.

4.1.3. Strategic Importance

High Business Impact: projects critical to business strategy, market position, or operational
continuity warrant the investment in collaborative relationships. The risk of failure is too
significant to rely solely on traditional arm's-length contracting.

Legacy and Reputation: projects that will define your organization's reputation, capability, or
relationship with stakeholders benefit from the quality focus and aligned accountability in
collaborative models.

Long-term Relationship Value: if you anticipate ongoing work with contractors/suppliers (e.g.,
multi-year programs, facility lifecycle support), investing in collaborative relationships pays
dividends across multiple projects.

4.1.4. Innovation Opportunity

Value Engineering Potential: projects where significant cost savings or performance
improvements are possible through innovative approaches benefit from collaborative structures
that incentivize and reward innovation.

New Methods/Technologies: when you want to pilot new construction methods, or lean
construction practices, collaborative contracts provide a supportive environment for learning and
adaptation.

4.2.When Collaborative Contracting May NOT Be the Best Fit
On the other hand, some project characteristics suggest traditional contracting may be more
appropriate:
4.2.1. Well-Defined, Simple Scope

If your project has a clearly defined scope, established design, proven technology, and
straightforward execution, the overhead of establishing collaborative governance structures may
not be justified. Traditional competitive bidding can be efficient for commodity-type work.

4.2.2. Low Risk and Uncertainty

Projects with minimal technical, execution, or commercial risk, where outcomes are highly
predictable, may not benefit substantially from shared risk-reward mechanisms. The time
investment in collaborative processes may outweigh the benefits.
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4.2.3.

Short Duration or Small Scale

Very short-duration projects (a few weeks or months) or small capital projects may not provide
sufficient time to develop collaborative relationships and realize benefits. The upfront investment
in alignment and governance becomes a larger percentage of the overall effort.

4.2.4.

Purely Price-Driven Selection Required

If regulatory requirements, procurement policies, or financing terms mandate lowest-bid
selection with no ability to consider qualifications, relationship potential, or value factors,
collaborative contracting may not be feasible (though you may still be able to incorporate some
collaborative practices within a traditional contract).

4.2.5.

Limited Internal Capacity

If your organization lacks the internal resources to actively participate in collaborative
governance, joint decision-making, and ongoing relationship management, you may not be able
to fulfill your role as a collaborative partner. Collaborative contracting requires engaged owner
participation, it's not a "hands-off" delivery method.

4.2.6.

Adversarial Market Conditions

In markets with recent history of disputes and mistrust, it may be difficult to establish the
foundational trust required for collaboration. You may need to start with relationship-building
initiatives before attempting a fully collaborative contract.

4.3.Project Assessment

A practical way to evaluate project suitability is to assess the project across multiple dimensions.
Projects scoring "high" in multiple categories are typically strong candidates for collaborative

contracting:

Table 6 - Project Suitability Assessment for Collaborative Contracting

Complexity
Dimension

Low

Medium

High

Technical / Design

Proven design,
standard equipment

Some custom elements,
moderate engineering

Innovative technology,
significant R&D, first-of-kind

constraints

Execution Standard methods, Some logistics challenges, | Difficult site, extensive tie-
good access moderate coordination ins, complex sequencing
Schedule Flexible timeline Preferred dates, some Fixed deadline, time-critical,

compressed schedule

Scope Definition

Fully defined

Some refinement
expected

Significant unknowns,
evolving requirements

Site / Subsurface
Conditions

Well-characterized,
benign conditions

Some unknowns,
manageable risks

Poor data, contamination,
difficult conditions

Regulatory / External

Minimal permitting,
few stakeholders

Moderate permits, some
consultation

Extensive approvals,
multiple agencies,
community engagement

Interfaces

Standalone project

Ties to existing systems

Extensive coordination with
operations, other projects

Strategic Impact

Routine investment

Important but not critical

Business-critical, high-
profile, strategic

Supplier & Contractor
Market Conditions

Supply exceeds
demand

Supply & Demand in
balance

Demand exceeds supply
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Macroeconomic High certainty in Moderate certainty / Low Certainty (war, interest
Conditions outlook outlook rate, political conditions,
etc.)

4.4.Selecting the right type of “Collaboration”

Once you have determined that collaborative contracting is preferred for your project, you will
need to match the contracting model to your specific project needs:

Decision Matrix:

Table 7 - Collaboration Level Decision Matrix

Project Characteristics Recommended Collaboration Level
Simple-Moderate Complexity Low-Moderate Collaboration
Well-defined scope Traditional with collaborative practices
Some optimization potential Early Contractor Involvement (ECI)
Moderate risk
Moderate-High Complexity Moderate Collaboration
Scope refinement needed Progressive Delivery
Constructability critical Integrated design-construction

Schedule pressure
Cost optimization important

High Complexity High Collaboration
Significant uncertainty Fully integrated delivery
Innovation required Shared risk-reward

Strategic importance
High business risk

4.5.Legal and Contractual Feasibility

Procurement considerations play a significant role in determining whether collaborative
contracting can be used on a given project. Private-sector owners typically have considerable
freedom to adopt collaborative delivery models without major procedural constraints. By
contrast, public-sector entities may need to comply with trade agreements that may require
open competition. Even so, most of these agreements now allow for alternative procurement
methods, including qualifications-based or best-value selection, which can support a
collaborative approach. For regulated utilities, an additional layer of oversight may apply, as cost
recovery for projects may require the use of fixed price agreements. In all cases, early
conversations with Counsel are necessary to ensure the procurement strategy aligns with
applicable regulatory and trade obligations.

Financing and insurance requirements also influence the feasibility of collaborative delivery
models. Some lenders - particularly those involved in large capital projects - may prefer or
mandate traditional contract formats, such as fixed-price EPC agreements. However, an
increasing number of financiers are open to collaborative models like IPD or Alliance contracting
when these structures are clearly explained and accompanied by appropriate risk-management
frameworks. Owners should engage lenders early to confirm their expectations.

Insurance is another factor that warrants early attention. Standard project insurance products
such as Commercial General Liability, Builder’s Risk, and Professional Liability coverage are
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generally compatible with collaborative contract structures. In some cases, Owner-Controlled
Insurance Programs (OCIPs) can offer added benefits by simplifying administration and aligning
risk coverage across all project participants. Regardless of the model chosen, owners should
verify that required insurance products are available and suitable for the collaborative
framework under consideration.

5. Barriers to Adoption

Sections 3 and 4 provided a practical way to assess where your organization and project are on
the Collaboration Spectrum. Even when that assessment points to a strong fit, implementation
can stall because of predictable barriers, including cultural, commercial, legal, and capability-
related barriers, that arise across the project lifecycle, from early strategy and procurement
through execution and closeout. This section focuses on the most common adoption barriers
and practical ways to address them.

Barriers to Adoption: practical guidance

In Alberta’s industrial construction sector, where schedule pressure, labour and supply
constraints, and execution complexity are common, teams often default to familiar risk-transfer
behaviours when uncertainty shows up. The result can be adversarial administration, slower
decisions, and value erosion. The barriers, discussed in the subsection below, highlight where
adoption typically breaks down and how to address these barriers.

What good looks like: Owners make an explicit, informed choice about whether collaborative
contracting is appropriate for a given project and then reinforce that choice with clear
governance, aligned incentives, and disciplined transparency.

How to do it: The barriers below are written as practical guidance for owner executives and
project teams. For each barrier, mitigation actions focus on specific decisions, behaviours, and
contract/process mechanisms that can be implemented on a project-by-project basis.

Common pitfalls to avoid: Treating collaborative contracting as a document-only change
(rather than a behavioural and governance change), selecting a model that exceeds
organizational readiness, and under-investing in facilitation, alignment, and open-book
disciplines.

5.1.Cultural Resistance and Adversarial Mindsets

Many teams are experienced in risk-transfer models and adversarial contract administration.
When pressure increases (scope uncertainty, interface risk, labour disruption), these patterns
can default to blame allocation and position protection, undermining collaboration.

What good looks like: Executives visibly sponsor the use of collaborative contracting methods,
and project teams work to a defined set of collaboration behaviours (e.g., transparency, joint
problem-solving, and “best for project” decision-making) that are reinforced by governance and
commercial terms.

How to do it: Use targeted actions that make collaboration observable and repeatable:
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Start with a project that matches readiness: Select a project where scope uncertainty
or interface risk makes collaboration valuable, but where the organization can still
support the required governance and transparency.

Codify behaviours early: Establish a project charter and decision-making protocol
(what decisions are joint, escalation paths, required inputs) before detailed
design/procurement accelerates.

Use facilitation deliberately: For first-time implementations, consider an independent
facilitator to run alignment workshops, establish norms, and help teams address issues
without reverting to positional negotiation.

Align leadership incentives: Ensure owner leadership measures success using
outcomes (e.g., predictability, safety, quality, claim avoidance) rather than solely short-
term unit cost or rate negotiation.

Pitfalls:

Launching an integrated contract without building shared norms first (teams default to
adversarial habits under stress).

Assuming collaboration is “soft”: without explicit governance, the project will revert to
unilateral decisions and downstream disputes.

5.2.Misconceptions About Cost and Risk

Collaborative models are sometimes perceived as “blank cheques” because they may use
open-book reimbursement and shared risk-reward mechanisms. Without clear cost governance
and reporting discipline, that concern can become self-fulfilling.

What good looks like: The team uses transparent cost forecasting, a clearly defined cost
baseline/target, and agreed rules for contingency/risk funds, so that cost risk is managed, not
merely discussed.

How to do it:

Define the cost governance model up front: Document what cost information is
shared, the cadence of forecasting, audit rights, and who can approve use of
contingency/risk funds.

Use a target-cost and shared incentive mechanism where appropriate: Gain-
share/pain-share (or equivalent) helps align behaviours and keeps attention on total
installed cost and schedule outcomes, not just reimbursable spend.

Ground the discussion in evidence: Use Alberta-relevant data where available,
supplemented by Canadian and international studies, to compare whole-of-project
outcomes (claims, rework, productivity, schedule reliability) across delivery models.
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o Make reporting non-negotiable: A single, integrated cost and progress
reporting approach reduces debate over “whose numbers” are correct and
supports earlier corrective action.

Pitfalls:

Starting open-book without agreeing definitions (allowable costs, overheads, change
classification), leading to avoidable disputes.

Treating incentive structures as optional “nice-to-haves” when the project relies on
aligned financial outcomes to sustain collaboration.

5.3.Limited Understanding of Collaborative Benefits

Stakeholders may focus narrowly on contract form and overlook the value drivers of
collaborative delivery (early constructability, integrated decision-making, reduced rework,
stronger risk identification, and continuous improvement). This can lead to underinvestment in
the practices that make the model effective.

What good looks like: The owner and delivery team can clearly articulate which outcomes
matter (e.g., predictability, productivity, claim avoidance, safety, quality) and how collaborative
practices are expected to improve those outcomes on this project.

How to do it:

Define the value proposition early: Translate “collaboration” into 3—5 measurable
outcomes for the project (e.g., target-cost confidence range by a defined gate, reduced
rework, schedule reliability, fewer claims) and align the team’s incentives to those
outcomes.

Use comparable evidence, not only local anecdotes: Where Alberta examples are
limited, supplement with Canadian and international case studies that match project type
and risk profile, and explicitly state what is transferable (and what is not) to the Alberta
context.

Build learning into governance: Establish short feedback loops (e.g., regular
retrospectives, decision-quality reviews, and lessons-learned capture tied to action
items) so the project adapts in real time.

Run structured value workshops: Use facilitated sessions (value engineering,
constructability, risk workshops) that include owner, designer, contractor, and key
suppliers early enough for recommendations to influence design and procurement.

Pitfalls:

Assuming benefits will emerge automatically without changing decision rights,
information flows, and incentives.
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o Over-claiming benefits without defining how they will be measured on the project
(reducing credibility with executives and regulators).

5.4.Up Front Costs

After considering the barriers and mitigations in Sections 5.1-5.3, owners should plan for the
up-front investments required to implement collaborative contracting in a disciplined way.
Collaborative contracting can shift effort earlier in the project lifecycle. These up-front
investments are not overhead for their own sake; they are enablers that support early alignment,
higher-quality decisions, and reduced downstream rework and disputes.

Collaborative contracting requires up-front costs that traditional contracting does not. Owners
should assess whether they are prepared to make these investments.

5.4.1. Costs
e Pre-construction/ECI costs: Paying contractors for participation in early design,
estimating, and value engineering before finalizing scope and price.

+ Third-party facilitation: Engaging collaboration advisors, facilitators, or neutrals to
support team alignment and governance.

 Enhanced technology: Digital collaboration platforms and shared project management
systems.

o Training and development: Collaboration skills training for owner and contractor
teams.
5.4.2. Time investment
o Extended procurement: Qualifications-based selection, relationship evaluation, and
alignment workshops can take longer than traditional low-bid procurement.

o Partnering sessions: Time for team workshops, charter development, and governance
establishment.

e Ongoing engagement: Owner participation in joint decision-making, regular
collaboration meetings, and performance reviews.

5.4.3. Resource commitment

o Dedicated owner team: Collaborative contracting is not “hands-off” — it requires
engaged owner representatives on governance teams.

o Senior leadership involvement: Executive sponsorship and participation in strategic
decisions.

o Cross-functional participation: Representatives from engineering, construction,
operations, commercial, and legal.
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5.5. Setting Realistic Expectations

Many of the barriers described above can be overcome; however, it is important to set realistic
expectations about what collaboration can and cannot deliver. Clear expectations help teams
invest appropriately in governance, capability, and market readiness, and reduce the risk of
adopting a collaborative model in name only.

5.5.1. What collaboration can deliver
e Better problem-solving through diverse perspectives and joint effort.

¢« Reduced disputes and claims through alignment and disciplined dispute avoidance.

¢ Innovation and value engineering incentivized by shared rewards.

e Improved cost and schedule predictability through earlier involvement and transparency.
¢ Enhanced quality through integrated design—construction coordination.

e Stronger safety culture with shared accountability.

¢ Improved team experience and engagement.

5.5.2. What collaboration cannot deliver
o Eliminate all risks — uncertainty still exists; it is managed jointly.

o Guarantee the lowest price — collaborative models typically optimize value and project
outcomes, not lowest-bid pricing.

o Remove the need for difficult decisions — collaborative teams still face hard choices.

o Work without effort — collaboration requires active management and sustained
engagement.

e Succeed without organizational commitment — leadership support is essential.

o Fix fundamental project flaws — if the business case or technical approach is unsound,
collaboration will not compensate for those deficiencies.

5.6.Legal, commercial, and insurance barriers

Legal and commercial teams may be cautious about multi-party agreements, modified liability
regimes (e.g., limited recourse / waiver structures), shared risk-reward, and open-book
provisions, particularly where Alberta precedents are limited or where internal templates are
built around risk-transfer. Insurance advisors may also default to familiar project insurance
structures and be hesitant if the contract language appears to change duty-of-care expectations.

What good looks like: The contract and insurance approach are designed together to support
collaboration while remaining enforceable, auditable, and compatible with the owner’s
governance and risk appetite. Parties have clarity on allowable costs, information rights,
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confidentiality, and the limited set of behaviours that remain “out of bounds” (e.g., fraud, wilful
misconduct).

How to do it:

Engage legal and insurance early (before procurement is launched): Treat this as
part of delivery strategy, not a late-stage contract review. Confirm what is non-negotiable
for the owner (e.g., audit rights, safety obligations, ethics) and what can flex (e.g., claim
pathways, governance design).

Start from proven forms, then localize: Use established collaborative templates (e.g.,
CCDC 30 IPD, NEC4 Alliance) as baselines, then tailor for Alberta statutory
requirements, project insurance expectations, and owner governance. Where Alberta
use-cases are limited, reference Canadian and international precedents that are most
analogous and document the rationale for any departures.

Define the commercial “rules of the game” precisely: Set out allowable costs, audit
protocols, overhead/fee treatment, contingency and risk-pool governance, and the
mechanics of gain-share/pain-share (including thresholds and caps). Ambiguity here is a
primary cause of later friction.

Design dispute avoidance and resolution as a process: Establish an escalation
ladder (team — leadership — independent facilitator/DRB/mediator) and require issues
to be surfaced early. If the model includes limited recourse, clearly define exceptions and
ensure they are consistent across all parties.

Align insurance to the collaboration model: Confirm early whether an OCIP/CCIP is
preferred, how professional liability is addressed for designers, and how any
waiver/limitation provisions interact with coverage. Ensure insurers understand that
collaboration does not remove standard-of-care obligations.

Pre-negotiate the governance artefacts (not just contract text): Before execution
begins, agree and document the practical operating rules: governance charter, decision
log format, authority matrix (who can decide what, at what thresholds), meeting cadence,
and the minimum reporting set (cost, schedule, risk, safety, quality). This reduces the
risk that “collaboration” becomes an unstructured discussion forum.

Treat confidentiality and IP as enabling controls: Define what information is shared
openly within the team (and at what level), what remains restricted, and how information
will be handled (e.g., NDAs, data rooms, permitted uses). Where innovation is expected
(modularization, constructability, digital workflows), clarify IP ownership/licensing up front
so parties can share methods and ideas without fear of unintended loss.

Right-size the recourse/waiver model: If a limited-recourse approach is used, ensure
the exceptions are narrow, clear, and consistently defined across all parties (e.g., fraud,
wilful misconduct, deliberate default, IP infringement). Where a full waiver is not
acceptable, consider stepped approaches (e.g., waiver for in-scope performance issues
coupled with defined compensation events and a structured dispute board).
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Clarify design responsibilities and standard of care: In models with early
contractor/supplier involvement, explicitly define what constitutes design advice vs
design responsibility, how design development is approved, and how professional
liability will be managed. This is a common internal concern for owners and design
professionals and is easier to resolve before commercial positions harden.

Pitfalls:

Attempting to “bolt on” collaboration clauses to a fundamentally adversarial risk-transfer
contract (misaligned incentives persist).

Launching open-book without agreed definitions and audit processes (creates cost
disputes under a different label).

Assuming insurers will accept unfamiliar structures without early engagement and clear
explanation of the liability/coverage interplay.

Over-customizing standard collaborative templates to the point that core mechanisms
(open-book, aligned incentives, joint governance) are diluted or internally inconsistent.

5.7.Procurement, regulatory, and governance constraints

Some owners operate under procurement policies, trade agreement obligations, internal
delegations of authority, cost-recovery expectations, or lender requirements that favour price
certainty and standardized forms. In Alberta, limited local precedent for certain collaborative
models can increase scrutiny from governance bodies and external stakeholders.

What good looks like: The owner selects a procurement route and contract form that is
compliant, defensible, and aligned to project risk, while still enabling the core collaborative
behaviours (early involvement, transparent cost management, and joint governance).

How to do it:

Confirm constraints before selecting the model: Document what procurement rules
apply (public vs private, trade agreements, internal policy) and what flexibilities exist
(e.g., qualifications-based selection, best-value, progressive contracting, staged
commitments).

Use a “progressive” path where needed: Where fixed-price certainty is required at a
later gate, consider progressive structures that allow early involvement and collaborative
development of scope/cost, with a defined off-ramp if agreement is not reached.

Engage oversight stakeholders early: Brief regulators, boards, audit functions, and
(where relevant) lenders on how transparency, governance, and cost control will work.
Where Alberta precedent is limited, draw on analogous Canadian and international
examples and explain applicability.

Write procurement documents that test collaborative capability: Evaluate
proponents on behaviours and systems (open-book readiness, team integration
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approach, past collaboration performance, proposed governance) rather than only
rates/fees.

Make governance auditable: Define decision rights, delegations, approval thresholds,
meeting cadence, and documentation requirements so the model remains defensible
under audit and oversight.

Prepare an adoption brief that stands up to scrutiny: Summarize (1) why
collaboration is being considered for this project, (2) what mechanisms will control cost
and decision-making, (3) how procurement remains fair and compliant, and (4) what the
off-ramps are if alignment is not achieved. This is often necessary when Alberta
precedent is limited and governance bodies need a clear rationale.

Align the model to internal delegations and stage-gates: Map governance decisions
(target-cost approval, scope freeze, compensation events, contingency use) to the
owner’s delegations of authority and existing stage-gate approvals. Where required,
define which decisions are recommendations vs approvals so joint governance does not
conflict with statutory or board accountabilities.

Use evaluation criteria that predict collaborative performance: In addition to
technical and commercial criteria, score proponents on demonstrated behaviours and
systems (open-book experience, integrated planning approach, dispute-avoidance track
record, key personnel continuity, and willingness to participate in alignment workshops).
Where possible, include scenario-based evaluation (e.g., “how would you respond to an
emerging subsurface risk?”) to observe decision-making style.

Pitfalls:

Starting procurement before constraints are understood, then discovering late-stage that
key mechanisms (open-book, incentives, or selection approach) are not permitted.

Treating “best-value” as a slogan without clear scoring criteria tied to collaborative
capability and project outcomes.

Treating oversight and audit as an afterthought: if reporting, decision documentation, and
approval thresholds are not designed up front, the project can become vulnerable to
second-guessing and slowed approvals later.

5.8.Capability, leadership, and change management

Even when the contract form is available, organizations may lack the practical capability to
execute collaborative behaviours: disciplined open-book cost management, integrated planning,
facilitation, and joint decision-making. In Alberta, where adoption is still developing, first-time
implementations are common for owners and suppliers alike.

What good looks like: The owner and key partners have clear roles, trained people, and a
realistic implementation plan. Collaboration practices are treated as operational disciplines (with
tools, cadence, and accountability), not as “good intentions.”
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How to do it:

Name an executive sponsor and empower the project team: Make sponsorship
visible and continuous (not just at kickoff). Ensure decision-makers are available to
resolve issues quickly within the agreed governance model.

Build foundational capability before the first pilot: Provide targeted training
(commercial/open-book, facilitation, collaborative planning) and define how the owner
will staff governance roles. Consider an independent facilitator for early projects.

Use “thin slice” pilots and scale: Start with a project or work package that benefits
from early involvement and transparency, then apply lessons learned to larger or more
integrated models.

Create a repeatable operating rhythm: Establish cadence for integrated planning, cost
forecasting, risk reviews, and retrospectives, with clear inputs/outputs and documented
decisions.

Develop internal champions and a community of practice: Capture templates and
lessons learned and create a support network across projects so the organization
improves over time (reducing reliance on external expertise).

Define and staff the critical collaboration roles: Assign accountable owners for the
collaboration disciplines (commercial/open-book lead, governance/decision support, risk
lead, planning lead, facilitation support). For first-time projects, explicitly budget time for
these roles; collaboration fails most often when it is treated as “extra” work layered onto
already fully-utilized roles.

Train for the behaviours and the mechanics: Training should cover both “soft”
behaviours (issue escalation, joint problem-solving, decision discipline) and “hard”
mechanics (allowable costs, audit readiness, target-cost development, risk-pool rules,
and integrated reporting). This reduces rework later and provides a common vocabulary
across commercial, technical, and delivery teams.

Institutionalize what works: Capture and reuse templates from each project (charter,
governance terms of reference, cost reporting packs, workshop agendas, decision logs).
Over time, this reduces perceived “up-front burden” and helps normalize collaborative
delivery in Alberta by making it repeatable rather than bespoke.

Pitfalls:

Understaffing the owner side (“hands-off” mindset) and expecting the contract to create
collaboration.

Skipping facilitation and alignment to save time, then paying for it through slower
decisions and conflict later.

Assigning collaborative decision rights without also aligning incentives and accountability
(teams may comply with meetings but continue to optimize locally).
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5.9. Market readiness, partner capability, and commercial alignment

Collaborative models depend on the readiness of the broader market. In tight Alberta labour and
supply conditions, partners may have limited bandwidth to invest in new processes, may price
uncertainty conservatively, or may lack open-book systems. Misaligned incentives across
owner/contractor/designer/suppliers can also reintroduce “local optimization” even under a
collaborative banner.

What good looks like: The owner selects partners based on demonstrated collaborative
capability, designs incentives that reward whole-of-project outcomes, and plans capacity
(people, systems, time) realistically given market conditions.

How to do it:

o Pre-qualify for collaborative capability: Assess open-book readiness, cost systems,
planning maturity, behavioural alignment, and ability to integrate key suppliers. Use
interviews/workshops to observe team behaviours, not only written proposals.

o Design incentives around outcomes that matter: Align to a small set of measurable
outcomes (cost predictability, schedule reliability, safety, quality, productivity, claim
avoidance). Ensure each party’s compensation has meaningful exposure to those
outcomes (and that the mechanism is understood).

e Plan for labour and supply chain constraints explicitly: Use integrated workforce
planning, long-lead procurement strategies, and collaborative planning techniques to
reduce “resource surprise.” Where labour is constrained, consider packaging strategies
and sequencing that reduce peak demand.

o Invest in the collaboration infrastructure: Provide shared reporting tools, integrated
schedules, and cost dashboards. Ensure the project has facilitation capacity when
stakeholder load is high.

¢ Include key suppliers early where they drive outcomes: For equipment-heavy or
modular projects, early supplier involvement can materially reduce design churn and
schedule risk. Ensure procurement strategy allows this.

¢ Run an early market sounding: Before finalizing the procurement route, test market
capacity and readiness (open-book comfort, availability of key personnel, appetite for
shared incentives, supply chain constraints). Use the results to right-size the model, the
risk allocation, and the expected timeline for alignment and contracting.

e« Onboard partners to a shared operating cadence: Early in the project, run structured
alignment sessions (charter, risk workshop, cost build-up approach, decision-making
simulation) and establish “minimum viable processes” that everyone follows (forecast
cadence, look-ahead planning, issue escalation). This supports first-time
implementations by reducing ambiguity.

o Calibrate incentives to be material and timely: Ensure incentives are large enough to
influence behaviour, measured frequently enough to drive mid-course corrections, and
built on metrics the team can actually control. Where incentives are tied to long-lag
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outcomes only (e.g., final cost), supplement with leading indicators (constraint removal,
decision turnaround time, safety leading indicators, quality hold points) so the team can
manage performance proactively.

Pitfalls:

o Selecting partners primarily on fee/rate and assuming collaboration will be learned
“on the job.”

o Incentives that are too small, too complex, or measured too late to change
behaviour.

o Ignoring market capacity realities and then blaming the model when commitments
are missed.

o Underestimating the time required for alignment and team formation, then
compressing the process in a way that forces rework during execution.

Conclusion:

Collaborative contracting can improve outcomes on the right projects when the commercial
terms, governance, and behaviours are aligned and supported. The barriers described in this
section are common and foreseeable. Addressing them early through deliberate procurement
choices, disciplined cost and governance practices, and realistic capability building reduces the
risk of adopting a collaborative model in name only.

6. Strategy Selection

The preceding sections of this framework served to illustrate the concept of collaborative
contracting, introduce the Collaborative Spectrum, explore how an owner organization or project
can assess when collaborative contracting is suitable for their needs, and finally review some of
the typical barriers organizations experience during these evaluation with suggested mitigations
to help overcome them.

The following sections helps translate the owner’s decision to adopt a collaborative approach
into actionable decisions that guide delivery.

6.1.Contracting Strategy

Among these decisions is the selection of the most appropriate collaborative contracting model
and accompanying form of agreement.
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This means, first and foremost, NOT attempting to use (an often pre-existing) traditional contract
approach and forms to implement a collaborative model and instead - using a fit-for-purpose
collaborative contracting model and form.

Traditional models tend to incentivize defensive risk allocation, claim positioning, information
withholding and similar behaviours, any of which are likely to undermine the collaborative
approach, often regardless of a stated intention of the parties to be collaborative.

There are many options available including:

e Avariety of industry-generated and/or accepted standard collaborative models with
accompanying forms including for example:

o Early Contractor Involvement (ECI);

o Progressive Design Build (PDB);

o CCDC-30 Integrated Project Delivery (IPD),

o ClII's Integrated Industrial Project Delivery (I12PD);

o Australia-originating Project Alliance Agreement (PPA);

o UK-originating FAC-1 Alliance and NEC4 Alliance;

¢ Single use, bespoke agreements incorporating collaborative principles, carefully
designed by counsel for specific project contexts.

6.1.1. Standard Models and Forms

The standard collaborative contracting models can be viewed in the context of a spectrum (like
the one below) in which they are positioned as less collaborative to more collaborative:

Selecting the Right Collaborative Contract

High 4
Project Alliance

Collaboration during
Development and Design

Integrated Project
Delivery (IPD)

Progressive
Design Build (PDB)

High Collaboration
during Execution

Level or Effort / Investment by Owner

Early Contractor
Involvement (ECI)
Proactive

Low =
Visionary

Basic Expected Team Collaboration Behaviours
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Regardless of their positioning on the spectrum the models and forms identified on this
spectrum, all exhibit — in different degrees - certain key characteristics that are necessary to
bring about collaboration, including some or all of those set out below.

Characteristics that Encourage Team Building:

e Selection of naturally collaborative Team Members

e Team Co-location

Structured collaboration routines that define how teams work together day-to-day
Early involvement of contractors and key suppliers

Characteristics that Build Trust and Create Alignment

¢ Identification and listing of shared goals, including financial reward;

¢ Identification and listing of risks to achieving those shared goals

o Mechanisms for sharing risk and reward

o Clear behavioural expectations, including explicit co-operation and good-faith obligations

Leadership

e Leadership who can grow collaborative behaviour, including by example
o Joint governance structures that enable joint decision-making that can resolve issues
early and at the appropriate “level” of the project organization.

Collaboration and Performance Governance

e Processes for progressing towards shared goals including:
o planning and decision-making processes e.g. joint planning and scheduling
workshops;
o Measuring and tracking progress towards shared goals
e Joint risk registers and risk governance
e Integrated project controls and reporting
e Use of shared digital platforms for information management
e Integrated change management processes
o Tiered dispute resolution and limitations on claims

Transparency

e Commercial transparency, including open-book financial provisions
¢ Information sharing, auditability

The reader should note that the project and construction managers’ work execution strategy
would have to the enable the characteristics endemic to the chosen model by expressing the
relevant tasks and activities their project execution plans.
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6.1.2. Be-spoke Models and Forms

For owners who may not be ready, or whose organization or project may not be suitable, for
fully collaborative contract models, hybrid approaches that incorporate some or all of the
collaborative elements identified above offer a practical alternative.

6.1.3. Contract Strategy Best Practice

Given the multiple collaborative models and forms of agreement discussed above: How do
organizations or projects make an ideal selection among them?

The best practice is to develop a contract strategy. When completed early enough, the strategy
can yield clarity on goals, objectives, success factors, scope definition, project risk, as well as
help illuminate each parties’ capabilities to execute a given strategy.

It is helpful to treat a contract strategy as a project document deliverable produced by a multi-
disciplinary team representing key project stakeholders guided by a set of processes that align
contracting decisions with project characteristics.

A common tool for visualizing a contract strategy is through a so-called “contracting quilt” — a
matrix that depicts the scope, main activities and deliverables required to complete a project
organized by phase and the contractors and suppliers responsible for performance and delivery,
of those activities and deliveries in the context of a delivery and compensation models.

A typical “contracting quilt” looks like this:

PROCESS [ WBS PACKAGE PROCESS AREA 1 PROCESS AREA 2 PROCESS AREA I PROCESS AREA & UTILITIES INFRASTRUCTURE

Project Governance & Lifecycle Management

Investment Decision Gates Owner PMT (Assurance) Owner PMT [Assurance) Owmer PMT (Assurance) Owner PMT (Assurance) Owner PMT (Assurance} Owner PMT [Assurance)

Cross-Contractor Interfaces Owner PMT (Integrator) Owner PMT (Integrator) Owmer PMT {integrator] Owner PMT (Integrator) Dwner PMT (Integrator) Owmer PMT (Integrator)

FELl & FEL2 Phases (Feasibility & Pre-FEED)

Enginesring & Pra-FEED Consulting Eng. (TEM) Consulting Eng. (T&M) Censulting Eng. (TEM) Consulting Eng. [T&M) NfA Civil Spacialist {T&M)

Long Lead [ Specialty Packages Owmer PMT (Direct - LS) Automation Cont. (LS) EHT Contractor (LS} HV Elec Contractor (LS) WA Geotech Expert (LS)

FEL3 Phase (Detailed FEED / Basic Engineering)
FEED & Class 3 Estimation LUtility Eng. (LS}

Owner PMT [Direct]

Consulting Eng. (CR) Consulting Eng. (CR) Civil Spacialist (LS)

Cwner PMT (Direct - LS)

Consulting Eng. [CR)

‘Owner PMT (Direct - LS)

€onsutting Eng. {ER)

Bulk [ Construction Procurement Owmer PMT {Direct - LS} Owmer PMT (Diract - LS} Civil Contractor (LS}

Pre-Construction & Site Infrastructure Enabling

Heavy Civil & Site Prep NFA ) A A A Civil Contractor (UR)

Indirects & Site Logistics Owner-C [ Cont-M (LS/UR) Owner-C [ Cont-M (LS/UR] Owner-C | Cont-M (LS/UR) Owner-C | Cont-M (LS/UR) A Owner CMT (Direct - T&M)

Construction Execution Phase

Fabrication & Supply Pipe Cantractor 1 {UR)

Mechanical & Piping Install Mechanical Cont. 4 (UR)
Back-End Completions & Startup Lifecyele
Mechanical Completion Verification Mechanical Gont. 4
Owner €MT / Eont 4

Owmer PMT | Ops [T&M)

Pre-Commissioning & Loop Ghecks

Eommissioning, Startup & Closeout

ALLOCATION Owner PMT/CMT Contractor
KEY: Led Managed

6.1.4.

Spacialist
Contractor

Pipe Contractor 2 (UR)

Mechanical Cont. 4 (UR)

Mechanical Cont. 4
Owner CMT J Automation
Owner PMT [ Ops (T&M)

Owner-Contractad | Contractor-
Managed

Pipe Contractor 3 (UR)

Mechanical Cont. 4 {UR)

Mechanical Cont. 4
Owner CMT | Cont 4
Owner PMT | Ops (T&M)

Steel Fabricator (LS)

Mechanical Cont. 4 (UR}

Mechanical Cont. 4
Owner CMT / Cont 4
Qwmer PMT [ Ops (TaM)

Compensation Models: L5 = Lump Sum

Materials

A

Utility Contractor (LS)

Utility Contractor
Owner CMT | Utility
Owner PMT [ Ops [T&M)

Steel Fabricator (LS)

Civil Contractor (LE)

Civil Contracter
NeA

Owner PMT | Closeout

UR = Unit Rate | CR = Cost Reimbursable | TEM = Time &

Self-Sufficiency and the Use of Neutral Advisors

It is important to note that if an owner organization is unfamiliar with the selected collaborative
model, engaging a neutral facilitator or collaboration advisor to provide training and guide the
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formation of the contracting strategy can be a crucial lever for success. This approach helps
bridge gaps in organizational experience and builds confidence when navigating new
collaborative models, ensuring that the collaborative principles are effectively embedded from
the outset. Moreover, the use of knowledge advisory can help owners to gradually become self-
sufficient in the use of collaborative models

7. Collaborative Contracting Models

Having assessed where an organization and project are best positioned on the Collaboration
Spectrum, the next step is to consider which established collaborative contracting models align
with that position. This section examines several highly utilized models that sit at different points
along the spectrum.

7.1.Early Contractor Involvement (ECI)

Early Contractor Involvement (ECI) involves bringing the contractor onto the project team during
the project definition and planning phases, sometimes before funding is finalized. The owner, by
inviting participation from potential project partners at an early stage (such as during opportunity
assessments, concept and early design definition, and early execution planning), can tap into
resources that possess valuable experience, lessons learned and market intelligence, ultimately
helping to build commitment and establish sound project goals. This fosters a culture where
contractors are not treated merely as "body shops" to carry out plans but are co-creators of
the scope, schedule, and execution plan.

ECI is a model in which the main construction contractor is engaged by the owner earlier in the
project lifecycle than is typical in a “traditional” (i.e. EP+C, EPC, EPCM) model.

71.1. Why do it? — ECI’s Value Proposition

ECI approaches are demonstrated to improve the Owner outcomes yielded by traditional
models, especially in project contexts that exhibit certain characteristics (see below in the
section “When to use it?”).

ECI approaches also benefit contractors by offering increased opportunity for improved
relationships, (i.e. fewer claims, disputes, litigation, etc.) reduced exposure to execution
risk, greater profitability and improved project delivery that in turn leads to a good market
reputation — and ultimately increased revenues.

As such, the major construction contractors in Canada are - unsurprisingly — more
frequently seen promoting ECI. The readiness of contractors to execute ECI models is a
positive development for Owners because it means that one does not have to “drag along”
contractors to execute a new model.
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7.1.2. When to use it?

The value generated via ECI is greater when a project exhibits one or more of the
following “complicating characteristics” (which are reminiscent of some of project suitability
characteristic discussed above):

The project is constrained by a challenging schedule;

Activities commence without a fulsome understanding of scope and all the risks;
The owner needs to “fit” a scope into a constrained budget or ROI expectation;

A collaborative approach to risk management would result in better outcomes;
Major engagement with communities, indigenous, regulatory, etc. stakeholders is
required;

Capture of the value generated via ECI is most effectively assured when the relationship
with the early involved contractor is “good”. A good relationship can exist - or it can be
intentionally created with the adroit application of relationship development and
collaborative management practices.

7.1.3. How does it Work/How is it Implemented?

The ECI model can be characterized as having 4 key steps occurring in 2 major phases.
Step 0 — Owner Capability Building

During this important, initial step, the Owner: (i) increases its knowledge about ECI models (the
“‘what”, the “why” and the “how”); and (ii) takes proactive steps to develop a capability to execute
via ECI models. This will involve:

e Training/learning;

¢ Relationship building with ECI-ready suppliers;
o ECI process development;

o Teaming culture development; etc.

Many owners DO NOT have an internal competency to execute ECI — and should work with an
independent owner’s advisor that understands ECI methodologies - and ideally the specific
Project/Owner context as well.

Owners interested in having a permanent, installed ECI capability should develop their own
capability and should NOT rely entirely on a construction contractor to “bring the model”.
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71.4. Pre-Construction Phase
Step 1 — ECI Contractor Sourcing/Selection

During this step, the Owner moves to source (a) contractor(s) to provide ECl/constructability
services during the design development phase of a given project. Contractor sourcing and
selection occurs during the design phase of the project - ideally by way of a competitive
relationship procurement process. In the competitive process the supplier selection can be final
or conditional. In the case of a final selection ONLY one contractor moves onto the next step —
Early Engagement. In the case of conditional selection, two or more competing contractors
move onto the next step and compete for the subsequent opportunity.

Step 2 — Early Engagement

Post-selection, the Owner and ECI contractor(s) engage in a collaborative process during the
design phase of the project with the owner’s engineer(s) during which the Contractor applies its
specialist knowledge and experience to develop the project by contributing:

Constructability services:

e pre-construction planning;

e constructability scrutiny on the design;
e value engineering; and

e risk mitigation advice; and

participating in an open-book build-up of a price to construct the design. During Step 2, the
contractor is paid for its work. The contractor’s remuneration can vary from a lump-sum to a
cost-plus-fee agreement, where the ECI contractor is paid for its costs, overheads and profits.

At the end of Step 2, the ECI contractor submits a de-risked detailed design and price estimate
for construction that has a high degree of certainty, the (“‘ECI Submission”).

7.1.5. Construction Phase
Step 3 — Execution

Iffwhen the Owner is satisfied with the ECI Submission of a contractor, it can decide to do any of
the following:

¢ Issue an “approval notice to proceed” to a contractor that made an ideal ECI Submission
telling the Contractor it can access the site to commence construction activities; or
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o Source/Select an entirely different contractor using the ECI Submission as a scope for
the sourcing effort, which can be a single-source effort or a competitive procurement

process.

Either way, post-ECI construction activities occur pursuant to one of the more “traditional”

project models.

However, because of the use of the open-book price practices used in the Pre-Construction
phase, the pricing that emerges in the Construction Phase can be elaborated into a guaranteed
maximum price (GMP), and also include KPI-based incentivization payments to assure

contractor performance.

For your convenience, the authors of this framework have provided a summary of the both the
benefits and challenges of Early Contractor Involvement (ECI)

Table 8 - Benefits of ECI

Benefit Category

Description

Improved
Constructability and
Design

Contractors provide expertise on construction methods and
materials during design, ensuring solutions are practical,
optimized for efficiency, and lead to better quality.

Enhanced Risk

Early involvement allows for proactive identification of potential
risks (e.g., procurement delays, site issues) and the development

Management of mitigation strategies, significantly reducing costly delays later.
Better Cost Coqtractorg provide more accurate cost estimations and budget
Management and advice earhgr. Thg open-book approach often use'd Ie'ads to
Certainty greater predictability and control, frequently resulting in overall

cost savings.

Innovation and Value
for Money

ECI encourages the contractor to bring innovative solutions for
design, materials, and processes, helping to achieve better value
for money.

Improved Collaboration
and Communication

Bringing the contractor in early builds trust, fosters better
communication, and aligns the goals of all stakeholders through
shared decision-making, which helps prevent conflicts.

Time Savings/Schedule
Improvement

ECI allows for early planning, sequencing, and alignment of
material delivery, which can accelerate project development and
lead to earlier completion.

Table 9 - Challenges of ECI

gl;::lg;a:rg};le Description

Increased Upfront | ECI requires upfront expenses, such as consultancy fees or

Costs and remuneration for pre-construction services, which can be difficult for
Remuneration the client to demonstrate as having immediate value.
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Complexity in Crafting balanced, ECI contracts that align incentives and define a two-

Contracting and stage procurement process can be time-consuming and complex,
Procurement often involving more documentation.

Potential for The contractor's early involvement might lead them to prioritize their
Conflicts of own interests, potentially recommending changes that increase
Interest complexity or cost to their benefit.

leflcul_ty' in Early selection limits competitive sourcing for the construction phase,
Maintaining

as the initial contractor is highly likely to be retained, which can raise

Competitive o

. concerns about competition.
Tendering

. Success depends heavily on a high level of cooperation, transparency,

Need for High | S E T I ios. A
Trust and mutual trust, and a genuine "win-win attltUQe betwgen a pqrtles.

. lack of equal commitment or open information sharing can hinder
Commitment ,

benefits.

Stakeholder The input from multiple stakeholders can sometimes complicate or
Management slow down the decision-making process.

7.1.6. ECIl in Commissioning and Startup

The authors of this framework emphasize that ECI is very well suited to post-construction
commissioning and start-up activities?.)

Early engagement of commissioning contractors is emerging as a key strategy for risk mitigation
and operational success, driven in part by funding sources seeking risk mitigation on start-up
and a reliable path to achieving sustainable operations.?

Commissioning: From a commissioning perspective, the value of early involvement of a
specialist commissioning contractor is that they can help shape the project around how the
facility will be installed, completed, tested, turned over, and started. When commissioning
knowledge is applied during front-end planning, design development, procurement strategy, and
system identification and planning, activities commissioning contractors can identify obstacles
such as access problems, system boundary issues, temporary utility needs, testing constraints,
and sequencing conflicts before they emerge as problems after construction is substantially
complete.

Start-Up: A project can appear on track from a construction perspective while still being
unready for commissioning if systems are not released in the right order or if completion
documentation lags behind physical progress. Commissioning and start-up activity sequencing,
system and subsystem boundaries, and turnover strategy should influence the path of
construction from an early stage. System-based work packaging helps ensure installation
progresses in a way that enables efficient startup rather than impeding it.

22 Sources: Construction Industry Institute. (2015, September 1). Critical success factors for project
commissioning and startup (RS312-1). (construction-institute.org)

28 Critical Success Factors on Commissioning of Major Project as conducted by the Construction Industry
Institute (RS312)
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A best-in-industry approach to conducting early engagement in a commissioning context derived
from two leading studies in the book How Big Things Get Done?* which is summarized here for
your convenience:

Phase 1: Front-End Loading (FEED)

The strategic principle in this Phase is "Think Slow, then Act Fast", investing heavily in planning
to prevent costly errors later. The goal is to establish the 'why' and 'what' before moving to the
'how." Key success factors in this phase are:

o Value Recognition: Acknowledge and quantify the cost of delays by starting with the end
goal (successful operations).

o Adequate Funding: Allocate a dedicated, protected budget for planning from the start to
avoid a "dollar-foolish" approach later.

o Leadership Continuity: Assign a consistent, capable leader (a "master builder") from
planning through handover.

o Systems Engineering: Define how the facility will be operated and started up before
detailed design begins, breaking the complex whole into manageable parts.

o Stakeholder Alignment: Ensure everyone is working toward a common goal to prevent
future communication breakdowns and conflicts.

Phase 2: Detailed Design & Procurement

The strategic principle in this Phase is "Modular Design", where the high-level plan is translated
into a detailed, executable design. The focus is on clarity, measurability, and preparing the
"playbook" for execution. Key success factors in this Phase include:

o Systems-focus in Detailed Design: Design in a way that facilitates startup and pays
attention to how systems will be handed over and tested.

o System Milestone Acceptance Criteria: Set clear, measurable goals for each part of the
project based on past data ("Reference Class Forecasting") to create objective criteria
for success.

e Sequence Drivers: Plan backward from the final operating state, as the operational
sequence should drive the construction sequence, not the other way around.

e Detailed CS&U Execution Plan: Develop a thorough master plan that guides all future
actions and prevents ad-hoc decision-making.

Phase 3: Construction, Turnover & Startup

The strategic principle in this Phase is "Act Fast", focusing on flawless coordination and
execution based on the plans developed in previous phases. This is where the power of a
unified team becomes apparent. Key success factors in this Phase are:

24 How Big Things Get Done is authored by Bent Flyvbjerg and Dan Gardner, published by McClelland &
Stewart in 2023.
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o Integrated Schedule, Systems-based Management and Collaborative Turnover: The
project must act as a "single, determined organism." Utilizing a third-party integrator can
provide a single source of truth on progress and enable a collaborative approach to
turnover.

o Check-sheets & Accurate As-built Information: Execution requires precision and
discipline in data capture, using a fully trained, multi-disciplinary workforce with
standardized tools to ensure accurate as-built information is recorded for better asset
management and future project data.

¢ Risk Mitigation: By performing key planning activities early, the team can identify and
mitigate risks and hazards before they become costly problems during execution,
preventing scope creep and driving activities to the earliest, most cost-effective stages.

By following this integrated pathway, any major project can move from strategic understanding
to disciplined, collaborative execution, ensuring it is delivered on-time, within budget, and ready
for sustainable, long-term operation.

7.2.Progressive Design Build (PDB)

7.21. What is PDB?

The Parent Process of Design Build

When seeking to define Progressive Design Build (PDB), it is probably best to compare it to its
“parent” process: Design Build (DB). By way of reminder, Design Build is a method for
delivering a project in which both design and construction services are performed by a single
entity known as the “design—builder” under a single contract. A design-builder provides
integrated design and construction services and offers a single point of responsibility to owner.
The principal feature of this arrangement is that it reduces the delivery schedule by overlapping
the design and construction phases of a project.

Progressive Design Build (PDB)

DB becomes “progressive” when additional activities are added to the DB model in the early
stages of the project. These activities involve the owner and design-builder collaborating to
develop and iteratively advance and refine the project’s design, price and schedule. More
specifically, the term “progressive” refers to this iterative approach of concurrently progressing
the design and the cost estimate of a project.
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7.2.2. How does it Work/How is it Implemented?

PDB is broken down into three distinct phases:

Phase 1: Pre-construction Services Sourcing: Usually, even before starting the design process,
the Owner competitively sources a Design-Builder and enters into a pre-construction services
(PCS) contract with the design-builder. This arrangement is often characterized by a fixed fee
compensation model, but can also be time and materials, depending on supply market
considerations.

Under the PCS contract the design-builder typically agrees to provide professional services and
assumes responsibility for the design. Services may include: further identifying project
requirements, constraints, risks, permits, approvals, investigations, assessments, stakeholder or
third-party agreements and other considerations that tend to inform the overall project cost and
duration. The design-builder may also provide early works, as part of the PCS, usually before
the final design is complete when doing so advances the project schedule. Early work can
include: acquiring long-lead items, sitework, or engaging with subcontractors. =

Phase 2: Collaboration Phase: During this phase, the design-builder and the owner collaborate
to develop the design and establish a firm project price, either in the form of a lump-sum or a
guaranteed maximum price (GMP). Typically, the project’s scope of work and preliminary
schedule are established, and the key trades are identified.

As the design progresses, estimates are prepared for work packages. Eventually, the design-
builder prepares and provides a preliminary GMP at the point of design completion of each
package. The design-builder typically gives the owner notice when a given estimates exceeds a
given target budget affording the owner and the design-builder the opportunity to recover any
budget overage through value engineering. After a sufficient number of iterations, the design-
builder will be in a good position to provide a GMP for the entire project. The GMP is negotiated
when the parties believe that design and schedule uncertainty and risk are resolved, typically
within 60% and 90% of design completion. All cost estimates are developed in an open-book
approach providing the Owner transparency into project costs, risk and contingencies as well as
the ability to factor quality into the selection of subcontractors and vendors. When the owner
and design-builder agree the design has appropriately met the project needs; the design-builder
will provide a final cost estimate that includes all Phase 3 Services.

Off-Ramp: The progressive nature of the GMP reduces the potential of the design-builder and
owner NOT reaching an agreement on the final GMP for Phase 3 services. However, in the
unlikely event the owner finds the design-builder’s Phase 3 GMP unacceptable, the owner can
take the “off ramp” and competitively bidding the project in a manner similar to a design-bid-
build and then award the Phase 3 construction services to a different contractor.
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Phase 3: Construction: As with most DB projects, the design-builder takes responsibility for
final design, construction, testing, commissioning, and other services typically provided under a
design-build contract.

7.2.3. Why do it — What is the Value Proposition?

PDB approaches are demonstrated to improve owner outcomes yielded by traditional models,
especially in projects that exhibit certain characteristics (see below). As a result, use of PDB
models has become more frequent in the United States more recently in Canada

Through its collaboration on the design, the owner has greater control over (i.e. decision-
making) over scope, quality, price and schedule of the Project than it would have under
traditional DB or EPC delivery models.; and

And while the greater control may also be associated by increased risk, the owner has a
commensurate opportunity to understand and negotiate its exposure risk, such that the risk can
be mitigated and result in a GMP that closely reflects actual cost ( vs. contingency); and

Similar to ECI Engineers and contractors in Canada are - unsurprisingly — more frequently (at
the time of the publishing of this document) seen promoting and apply PDB. We view the
readiness of suppliers to execute PDB models is a positive development for owners because it
means that owner do not have to “drag along” contractors into new models.

7.2.4. When to use it?

The value capture via PDB is greatest when the owner and project exhibit these characteristics:

e The owner is interested in and capable of intensive involvement in design decisions and
GMP development. N.B. an owner can elect to hire a 3rd party to support its involvement;

e The owner is flexible and open to change in its procurement and contracting processes;

o The project is technical complexity and/or requires a high degree of innovation;

e The owner needs to “fit” a scope into a constrained budget or schedule;

o Where a collaborative approach to risk management would result in better outcomes;
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7.3.Alliance Contracting

7.3.1. What is Project Alliancing

Project alliancing is best understood as a project delivery and contracting model that was
purpose-built for executing high risk, complex construction work.

The alliance structure is built upon: (i) a carefully estimated “target out-turn cost” (TOC) that
stores project risk; a (ii) commercial regime, that reimburses cost on an auditable basis and
adjusts participant return through pain-share/gain-share; and (iii) contractual suppression of
intra-project claims via no-disputes/no-blame features and oft-unanimous governance.

Project alliancing originated in the North Sea oil and gas market in the early 1990s, where
British Petroleum used an early version of a project alliance to improve performance on
technically complex offshore work. Australia adopted the model shortly thereafter for major civil
infrastructure work;

Australia has since become a deep market for project delivery by way of alliancing. Their
national guidance materials are extraordinarily mature, making it the global reference point for
owner-side consideration of alliancing models. New Zealand has also used alliancing,
particularly in transport and other infrastructure settings and has adopted a similar national
guidance, modelled upon the Australian one. In the United Kingdom (UK), alliancing model
developed in parallel with Australian models, with application being most visibly in transport and
infrastructure, especially rail and highways?. Similar to the Australian and New Zealand, the
UK experience has also matured into a national best practice.

The early Australian form was in the nature of a “pure” alliance in which the non-owner
participants were selected primarily on capability, behavior, and fit (and not-price competition)
with the TOC developed, post-selection. Later practice introduced more price tension through
partial-price or competitive target-cost mechanisms (often independently evaluated/audited)
before partner selection. It is now recognized that there are at least three (3) forms of alliancing
used globally:

(i) a so-called “pure” alliance
(i) a price-influenced alliance, and

(iii) broader collaborative enterprise arrangements.

7.3.2. Why do It?: What is the Value Proposition

When used properly, (i.e. in the “right” way, in the “right” projects) alliancing has been reliably
shown to consistently outperform traditional models on both cost (by 5-15%) as well as
schedule (by week or months). Alliancing can offer these returns because it directly addresses
the uncertainty that makes conventional risk-transfer inefficient, inevitably resulting in inaccurate

25 https://www.clydeco.com/en/insights/2022/09/alliancing-contracts
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contingencies that translate into inflated pricing and margin recovery via claims (i.e. changes or
disputes).

Alliancing presents owners a different, more realistic approach to risk. Rather than attempting to
allocate every maijor risk to individual non-owner parties (who may be unable to manage it) the
model recognizes that some project risks are best managed collectively against a TOC.

Alliancing addresses these problems by replacing adversarial behaviour and risk pricing with a
shared commercial framework in which the owner and key delivery participants are aligned
around project-wide outcomes and risk management.

7.3.3. When to use it?:

Project Conditions

Alliancing is most beneficial where an owner faces project conditions that are difficult to price
using conventional delivery. That is, complex projects with:

e uncertain scope that cannot be responsibly forced into a fixed-price;

e schedule compression or challenging sequencing where early integration works better than
risk-transfer; considerations;

¢ challenging interface or stakeholder conditions that can be best solved through
collaboration, (iv.) difficult brownfield conditions (e.g. live-site access, shutdown
coordination, or evolving possession planning);

e innovation dependence (where the best solution will emerge through joint development).

The inverse is equally important. Alliancing is usually a poor fit for relatively standard, well-
scoped, competitively sourced work where the owner can define outputs clearly, the market can
price the risk conventionally, and governance intensity would add cost without corresponding
benefit. If the work is straightforward enough for DBB, design-build, EPC, or CM/GC-CMAR to
function efficiently, alliancing may be an unnecessarily expensive way to buy collaboration the
project does not truly need.

Owner Readiness and Institutional Capability

Alliancing is particularly owner-dependent. It requires an owner that: (i) can field senior
representatives that empowered to make timely decision (i.e. within the ALT and AMT) and are:
(ii) are highly commercially literate (i.e. understand TOC build-up, contingency estimation,
benchmarking practices, etc.). The owner must also be able to (iii) procure with flexible rules
that can select alliance participants on the basis of behavioural criteria and open-book
negotiation; and there must be sufficient “cultural fit” to tolerate joint governance, eschewing
traditional behaviours such as posturing, reservation of rights, and claims leverage. If these
conditions are absent, alliancing can result in an expensive failure.

7.3.4. How Project Alliances Work

The Three-Limb Commercial Model
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The alliance compensation framework comprises a so-called “three-limb” commercial model:

Limb 1 reimburses actual project costs, subject to open-book review and audit. The parties
jointly develop a TOC, then expose the non-owner participants’ return to actual performance
against that TOC.

Limb 2 pays the agreed corporate overhead and profit fee.

Limb 3 creates the performance regime under which the owner and non-owner participants
share pain or gain against the TOC as well as any non-cost key result areas (KRA's). E.g.
schedule, safety, quality, etc. The pain/gain mechanism ensures that all participants share
better or worse outcomes equitably.

Behavioral Architecture

The commercial model is supported by a behavioral architecture that promotes a best-for-
project decision-making, no-fault/no-blame conduct, transparency, and a commitment to no
disputes as defining characteristics of alliance contracting. The parties are jointly responsible for
delivery and agree not to litigate in relation to performance except within narrow carve-outs,
including willful default or equivalent serious misconduct. Governance is stood up around an
Alliance Leadership Team (ALT), an Alliance Manager, the Alliance Management Team, (AMT)
ALT decisions are ordinarily unanimous, with certain owner-reserved matters remain unilateral
because the owner ultimately owns the asset and funds the work. Operationally, successful
alliances usually rely on a co-located or otherwise tightly integrated team, common IT systems,
shared insurance structures and transparent reporting.

Legal Framework.

The commercial model and behavioral architecture are documented by either a single
consolidated alliance agreement or a 2-stage structure with an interim alliance agreement for
the project-development phase followed by the full Project Alliance Agreement (PAA) once the
TOC and KRA's are settled. The interim phase gives parties a platform to validate scope,
methodology, risk treatment, and pricing logic before the owner authorizes full delivery.

7.4.Integrated Project Delivery
7.41. What is Integrated Project Delivery (IPD)?

IPD is best understood as a structured collaborative delivery model that is designed to create
high levels of alignment among owner, designer, constructor, and often key trades around
shared goals, transparent decision-making, and coordinated management of cost, schedule,
and risk.

26 American Institute of Architects, Integrated Project Delivery: A Guide (Nov. 28, 2023), describing IPD as
integrating people, systems, business structures, and practices; emphasizing early collaboration among the owner,
prime designer, and prime constructor; and presenting IPD as a method for organizing and delivering integrated
projects. (aia.org)
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IPD’s central premise is that project outcomes improve when the parties most capable of
influencing design, constructability, cost, and risk response are engaged early and operate
within a framework that encourages collective decision-making.

At one end of the IPD spectrum, the model may be delivered as a fully integrated multiparty
structure in which the owner, architect, and constructor are aligned through a single agreement.
At the other end, a more limited form is sometimes described as “IPD as a philosophy,”™’ where
practices are introduced into traditional contractual arrangements without full integration.

7.4.2. Why do It?: Value Proposition for Construction
Owners

The value proposition of IPD extends mostly from its timing and alignment aspects. Many of the
decisions that most materially affect budget, schedule, constructability, and downstream claims
exposure are made early in the project lifecycle, when the cost of change is relatively low and
the opportunity to improve outcomes is greatest. IPD seeks to bring the relevant decision-
makers into that phase of the work, earlier in a structured and transparent way.

Properly implemented, IPD will improve cost predictability, strengthen design-to-budget
discipline, reduce waste, accelerate issue resolution, and improve overall project performance
by aligning participant conduct with project goals rather than solely with individual scope
protection. The model ties consequences to achievement of project goals and makes
participants responsible for total project outcomes, not merely their separate performance.?

The benefit is not only for owners however, but also non-owner participants. Designers,
constructors, and critical trades may gain earlier visibility into project objectives and constraints,
a more meaningful role in shaping design and execution strategy, and compensation structures
that better reflect collaborative contribution to overall project success.

7.4.3. When to use it?:

Project Suitability and Selection

IPD is not equally suited to every capital project. It tends to be most attractive where project
complexity, interface risk, schedule compression, stakeholder demands, or design uncertainty
make fragmented delivery inefficient or disproportionately risky. Typical indicators include
projects that require intensive interdisciplinary coordination, early trade input, substantial user
engagement, meaningful design iteration, or strong budget discipline during development.

27 Associated General Contractors of America, Integrated Project Delivery, distinguishing between “IPD as a
Delivery Method” and “IPD as a Philosophy,” and describing the multiparty form as the highest level of
collaboration because the owner, architect, and constructor are aligned by a single contract. (agc.org)

28 Integrated Project Delivery Alliance, The IPD Framework, stating that the framework defines participant
relationships and guiding processes, embodies project goals, creates consequences tied to their achievement, and
makes participants responsible for total project outcome rather than only individual performance. (ipda.ca)
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In projects so characterized, IPD can provide a credible framework for improving certainty,
reducing waste, and better aligning project participants with owner objectives.

Equally important, the suitability analysis should extend beyond project characteristics to
organizational capability. IPD places different demands on the owner than many traditional
delivery systems. An owner that cannot make timely decisions, support transparent cost review,
participate actively in governance, or manage collaborative escalation processes may not
realize the expected advantages of the model.

Accordingly, a threshold question is often not just whether IPD is expected to be beneficial, but
also whether the owner organization is prepared to operate effectively to capture that benefit.

Owner Readiness and Institutional Capability

Owner readiness is a success condition for IPD implementation. In practical terms, readiness
relies on internal education, alignment among commercial, legal, technical, and operational
stakeholders, development of governance and decision protocols, and a candid assessment of
whether the organization can remain “IPD-effective” throughout development and execution.

For repeat users of the model, this is best viewed as a capability-building exercise rather than a
one-off choice. Owners who intend to use IPD more than once will generally benefit from
developing internal familiarity with validation, governance design, transparent cost review and
integrated team management.

7.4.4. How does it Work/How is it Implemented?

Although the “how” of IPD implementation varies with the version of the model being
implemented, one could say that several necessary elements recur across authoritative IPD
guidance — and they are briefly described here:

Relationship Sourcing: This is a different sourcing method that focuses not only on commercial
matters and technical qualifications, but also on collaboration capability and fithess for operating
in an integrated working environment. In IPD, “team selection” is a procurement decision as well
as project design exercise: the owner is not merely selecting counterparties, but choosing
human beings and relationships conducive to the function of a collaborative project delivery
system.

Open-Book: IPD typically depends on a significant degree of financial transparency. Open-book
costing and shared project controls are used to create a common factual basis for decisions.
This feature is particularly important because IPD is designed to surface and address

29 IPDA and AIA materials both place substantial emphasis on owner setup, framework design, and leadership,
rather than treating collaboration as something that will emerge spontaneously once the contract is signed.
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commercial issues early, rather than defer them into change order and claims processes post-
execution.

Target value/Budget-led Design: In IPD, design development is continuously tested against cost
and performance objectives. This is intended to reduce the familiar disconnect between design
ambition and commercial feasibility.

Validation: 1PD commonly includes a structured “validation phase”. Validation is used to test
whether the owner’s objectives can realistically be achieved within the project’s cost, schedule,
scope, and risk parameters. This is more rigorous than a preliminary budget check. It is a highly
disciplined effort to determine whether the business case, design direction, execution
assumptions, and team approach are coherent before the project is fully committed.

Risk-Reward Alignment: Like other collaborative models, IPD seeks to align all or part of
participant compensation with achievement of project-level outcomes. While it does not
eliminate commercial tensions, it does change the architecture within which they are
managed.’°

Governance: Collaborative governance is one of the principal differentiators of IPD. The model
generally relies on contractualization of management structures that support joint oversight,
rapid escalation, and coordinated decision-making across the owner, designer, and
constructor.’!

8. Procurement — Owner and Contractor Alignment

Once a collaborative approach or model has been selected, the procurement process becomes
one of the key implementation mechanisms . The way partners are sourced, evaluated, and
onboarded must reinforce the intended level of collaboration.

This section of this framework therefore focuses on how owners can translate collaborative
intent into procurement strategy, contract formation, and delivery planning.

A key principle in this context is that an owner is not just buying services, it is selecting partners
with whom it will share risk, decision-making, and accountability.

Selecting the right partners is consistently identified as a critical success factor in collaborative
contracting®.

30 American Institute of Architects, Integrated Project Delivery (IPD) Family, describing AIA’'s multiparty
and single-purpose-entity IPD structures, including goal-oriented compensation, project management
teams, executive oversight, and collaborative issue-resolution processes. (content.aia.org)

31 AlA’'s IPD materials describe multiparty and single-purpose-entity structures in which project
management and executive teams are given defined roles in oversight and issue resolution, with
compensation models designed to promote collaboration and pursuit of jointly established goals.

32 Supra note 5
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8.1.Market Readiness

Before launching a formal procurement process, the owner should assess whether the market
can support the intended collaborative model. This step is especially important in Alberta's
industrial construction sector, where adoption of collaborative contracting is still developing and
not all contractors or suppliers may have experience with open-book arrangements, shared risk-
reward, or integrated governance.

8.2. Going to Market: Relationship-Based Sourcing

If the owner has not pre-selected a trusted partner for collaboration, then it must select one (or
more, in the case of a multi-party collaboration) through a sourcing process. It is important for
the reader to recognize that the process for sourcing a collaboration partner is fundamentally
different from traditional approaches. The main difference is that the sourcing process for
collaboration partners focuses much more on sourcing an ideal relationship partner, as opposed
to being entirely focused on technical capability and price. The authors emphasize that
relationship sourcing is not easily achieved with traditional competitive sourcing process as a
basis for making the selection decision, because the traditional competitive context often
reflects or generates mindsets and behaviours that tend to inhibit collaboration and relationship-
building. To avoid this result, owners are encouraged to modify existing sourcing processes to
be "fit-for-collaboration". The modifications should include:

e Statements to suppliers clearly communicating the choice on the part of the
owner/project to use a collaborative delivery model and a relationship sourcing process;

¢ Identification of the specific collaborative delivery model(s) (e.g., ECI, progressive
design-build, alliance) preferred by the owner

¢ Modification of standard/template procurement processes and documents (e.g. RFP
template) in a manner that reflect relationship/collaboration goals

o Use of interrogatories that enables the owner to collect relevant information about each
supplier's capability (people, processes, technology, etc.) to behave collaboratively, work
in “relationship-first” environments and deliver the project using the owner’s preferred
collaborative model; and

e Supplier evaluation approaches that enable identification of the ideal partner using the
relevant information gathered.

The owner uses the sourcing process to estimate each potential partner’s capability and
readiness to collaborate and then selects the one who holds the most promise as a partner. A
list of potential procurement approaches to source trusted partners is set out here for the
reader’s convenience:

Table 10 - Procurement Approaches

Procurement Description Best Suited For
Approach
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Direct Negotiation
/ Sole Source

Qualifications-
Based Selection
(QBS)

Best-Value
Selection

Two-Stage /
Progressive
Selection

Competitive
Dialogue

Owner negotiates directly with a pre-
identified or incumbent partner based on
prior relationship and demonstrated
capability.

Partners are selected primarily on
qualifications, experience, collaborative
capability, and team quality — with
commercial terms negotiated after
selection.

Evaluation criteria include both qualitative
(capability, team, approach, collaborative
readiness) and quantitative (rates, fees,
overhead) factors, weighted to reflect
collaborative priorities.

Stage 1 selects one or more partners
based on qualifications; Stage 2 involves
collaborative development of scope, cost,
and schedule with an agreed off-ramp if
alignment is not achieved.

Structured dialogue with shortlisted
proponents to co-develop the approach
before final proposals are submitted.

Established relationships, repeat
programs, or where market options
are limited.

High-collaboration models (Alliance,
IPD) where relationship quality is
paramount.

Moderate-to-high collaboration
models (ECI, PDB) where some
price tension is desired.

Complex projects with significant
uncertainty, where scope and price
cannot be fixed upfront and need to
be developed throughout the
sourcing process.

Public-sector or regulated
environments where open
competition is required but
collaborative outcomes are desired.

As discussed earlier in this framework, procurement constraints may apply in public sector and
regulated industries. However, certain trade agreements and government issued procurement
policies may now accommodate qualifications-based or best-value selection.

8.3.Partner Alignment

Having selected a collaboration partner, the owner and the selected partner(s) enter into a
structured “partnering process” to build the relationship and collaborative operating system upon
which project delivery will depend.

8.3.1.

Purpose and Principles

The partnering process recognizes that each organization brings its own internal systems,
capabilities, culture, and ways of working. These must be deliberately aligned and integrated
into a single, unified collaboration system before the project enters full execution.

8.3.2.

Alignment Activities

The partnering process typically includes the following activities, adapted to the scale and

complexity of the project and the chosen collaborative model:

Relationship Alignment:

o Development of a shared vision, mission, and values statement for the partnership.

o Establishment of behavioural expectations and ground rules.

¢ Team-building workshops to build trust, psychological safety, and interpersonal
relationships across organizational boundaries.

¢ Agreement on communication norms (frequency, channels, escalation pathways,
transparency expectations).
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Project Alignment:

¢ Joint scope development and validation (particularly for models where scope is not fully
defined at final partner selection).

e Collaborative risk identification and assessment workshops to build a shared risk register
and agree on risk ownership and mitigation strategies.

¢ Joint schedule development, including identification of critical path, key constraints, long-
lead items, and interface risks.

o Agreement on cost management approach, including target cost development (where
applicable), open-book protocols, allowable cost definitions, audit rights, and
contingency/risk pool governance.

o Definition of roles, responsibilities, and decision-making authority across both
organizations.

Governance and Operating System:

e Establishment of a collaborative leadership structure (e.g., Alliance Leadership Team,
Project Management Team, working groups, etc.) with clearly defined authority,
membership, and meeting cadence.

e Agreement on joint governance mechanisms, including decision-making protocols
(consensus vs. majority, owner-reserved matters, escalation pathways), issue resolution
procedures, and performance monitoring.

o Development of integrated operating processes for information sharing, reporting,
change management, and performance measurement.

¢ Deployment of shared systems and infrastructure (e.g. project management platforms,
cost reporting tools, co-located workspace).

8.3.3. Outputs of the Alignment Phase
At the conclusion of the alignment phase, the partnership should have produced the following:

Table 11 - Alignment phase outputs

Output Description

Project Charter A jointly developed statement of shared vision, values, goals,
behavioural commitments, and ways of working.

Governance Framework Documented decision-making structure, authority matrix, meeting
cadence, escalation pathways, and dispute resolution protocols.

Risk Register A jointly developed risk register with agreed ownership, mitigation plans,
and review cadence.

Target Cost / Cost (Where applicable) A jointly developed target cost, cost baseline,

Framework contingency structure, and gain-share/pain-share mechanism.

Integrated Project Plan A jointly developed execution plan, schedule, and work packaging
strategy.

Collaboration Charter / Documented operating norms, communication protocols, reporting

Operating Protocols requirements, and performance metrics.

8.3.4. The Role of the Neutral Facilitator

The authors strongly recommend engaging a neutral, third-party collaboration expert to
facilitate the alignment process. Neutrality is critical at this stage for the following reasons:
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o When an owner leads the alignment process unilaterally, partners may perceive the
collaboration as an "owner's initiative" requiring their buy-in — rather than a jointly
designed system.

e Partners may feel the collaboration is not for them or of them, and may view it as an
imposition, which undermines genuine collaborative behaviour.

o A neutral facilitator brings objectivity, process discipline, and experience in building
collaborative teams, and can surface issues that parties may be reluctant to raise
directly.

This investment is particularly important for first-time collaborative implementations, where both
the owner and the partner may lack experience with the alignment process.

8.3.5. Off-Ramps and Transition Points

A well-designed collaborative procurement process includes off-ramps — defined points at
which either party can exit the arrangement if alignment cannot be achieved. Off-ramps protect
both the owner and the partner and provide discipline to the alignment process.

Common off-ramp points include:

e Post-selection, pre-alignment: If early engagement reveals fundamental misalignment in
values, capability, or commercial expectations.

o End of alignment / validation phase: If the parties cannot agree on target cost, risk
allocation, governance, or other critical terms (common in PDB and Alliance models).

¢ During execution: If collaborative behaviours break down despite intervention and
escalation (subject to contractual exit provisions).

The existence of off-ramps does not signal a lack of commitment — rather, it demonstrates
maturity and discipline. It ensures that the collaboration proceeds on a solid foundation or not at
all.

8.4.Special Considerations

Owners should be aware of several factors that may influence how Section 8 is applied in their
Alberta industrial context:

o Regulatory and cost-recovery requirements: regulated utilities may face scrutiny from
regulators regarding the use of non-competitive or qualifications-based procurement.
Owners should prepare a clear rationale demonstrating how the collaborative
procurement process delivers value, cost discipline, and transparency — and how off-
ramps protect against cost overruns.

e Incumbent relationships: many owners have long-standing relationships with suppliers.
These relationships can be leveraged as a starting point for collaborative contracting, but
the transition from a traditional to a collaborative relationship still requires deliberate
alignment work. Simply relabelling an existing contract as "collaborative" without
changing behaviours and governance will not produce collaborative outcomes.

o Brownfield and operational constraints: energy projects frequently involve work on or
adjacent to live, operating facilities. Collaborative partner selection should place
particular emphasis on the partner's ability to integrate with operations teams, manage
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safety and environmental risks jointly, and adapt to the constraints of working in an
operational environment.

o Market concentration: in some segments of Alberta's energy construction market, the
pool of qualified contractors is small. This may limit the owner's ability to run a fully
competitive selection process and may favour direct negotiation or sole-source
approaches with a strong alignment process.

9. Working Collaboratively: What does that look like?

Once a collaborative model and form of agreement are implemented, their success depends on
the persistence of specific behaviours that generate the requisite collaboration needed for the
chosen model. This section highlights some of the key practices that support continued
collaboration behaviour.

9.1.Project Input, information, intent

9.1.1. Inclusive and Early Stakeholder Engagement

Strong collaboration begins with inclusive, early, and continuous engagement across all project
stakeholders. All key participants—owners, contractors, engineers, fabricators, and operators—
are engaged from the outset and then constantly throughout the project lifecycle to ensure
alignment and shared ownership of outcomes. This approach enables:

¢ Integration of constructability, operability, and maintainability considerations into early
design and planning decisions.

o Early identification, assessment, and collective management of risks and opportunities.

¢ Elimination of fragmented decision-making across organizational or contractual
boundaries.

e Improved decision quality, reduced rework, and enhanced innovation through shared
problem-solving.

9.1.2. Effective Information Sharing

Effective collaboration requires timely access to accurate, complete, and structured information
across the entire project team. Information must flow freely and transparently to support
informed decision-making at all levels.

Key principles include:

e Sharing of critical project information such as design status, cost and schedule
forecasts, interface constraints, and performance data.

e Structuring information to support collective understanding rather than individual
advantage.

e Promoting transparency to avoid delayed, withheld, or selectively shared information that
can lead to reactive or adversarial behaviors.

o Benefits of effective information sharing include:

o Early identification of emerging issues.

e Coordinated and disciplined responses to project challenges.

e Improved alignment across stakeholders.
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9.1.3. Transparency of Intent

Collaboration is strengthened when all parties clearly understand both the decisions being made
and the rationale behind them. Transparency of intent ensures alignment and supports better
decision-making across the project.

This requires clear communication of project:

o Goals and objectives.
e Assumptions and constraints.
e Success criteria and value drivers.

Outcomes of transparency of intent include:

e Reduced misalignment and confusion among stakeholders.
¢ Decreased defensiveness and improved trust.
o More effective navigation of trade-offs in line with overall project objectives.

9.1.4. Open Practices and Governance

The above-mentioned practices of information sharing and transparency of intent is reinforced
through open governance structures, and proactive collaboration across the project team.
These practices ensure that all participants remain aligned with the best interests of the project.
Key elements include:

e Open-book practices, including sharing cost structures, schedules, and key performance
metrics.

¢ Clearly defined governance and decision-making processes.

e Proactive identification and communication of issues, risks, and opportunities.

This approach enables:

o Early resolution of potential problems before escalation.

e Stronger trust and accountability across all stakeholders.

e Balanced, informed decision-making aligned with overall project outcomes rather than
individual organizational objectives

9.2. Training

9.2.1. Purpose and Approach to Training

Effective collaborative contracting requires structured, role-appropriate training to enable teams
to operate within a shared, non-adversarial delivery model. Training should be initiated early and
reinforced throughout the project lifecycle to embed collaborative principles into day-to-day
behaviours and decision-making.

In general training should be used to:
e Establish a common understanding of collaborative delivery principles.

¢ Reinforce “best-for-project” decision-making behaviours.
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e Drive consistency in team interactions and execution practices.

9.2.2. Core Training Themes

More specifically, training content should address the foundational elements required to support
collaborative contracting models, including:

¢ Afulsome understanding of the selected delivery model.
o How to apply “best-for-project” principles in decision-making.
o How to operate joint governance structures that replace traditional hierarchies.
¢ How to engage in collaborative risk management, including best practices for:
o Early identification of risks.
o Joint ownership across all stakeholders.
o Collective mitigation strategies rather than defensive risk-transfer.

9.2.3. Behavioural and Cultural Capability

Sustained collaboration depends on strong behavioural capability and alignment to collaborative
norms. To build that capability, training content should emphasize:

e Constructive conflict resolution.

e Psychological safety and open dialogue.
e Transparent and effective communication.
e Trust-based leadership behaviours.

These capabilities are critical to preventing reversion to adversarial behaviours, particularly
under schedule or cost pressure.

9.24. Practical Training Methods

Training should be delivered through structured, application-focused methods that reinforce
collaborative behaviours in practice, including:

o Facilitated alignment workshops to establish shared objectives and decision frameworks.

e Scenario-based simulations to address cost, schedule, and scope challenges.

e “Big Room” or integrated planning training to support co-located or highly integrated
teams.

¢ Governance and commercial briefings to clarify roles, authorities, and incentive
structures.

9.3.Disciplined, outcome-focused delivery aligned with project objectives.

9.3.1. Getting the right team

Strong collaboration requires intentional team development. Collaborative teams are not formed
by chance. They are built through the following:
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e Leadership modeling of collaborative behaviors.

¢ Joint workshops and alignment sessions to establish shared goals and expectations.

e Establishing a psychological “safe space,” where team members feel empowered to
speak up, challenge ideas, and offer solutions without fear of blame.

Effective team building also includes co-location, where feasible, and the use of collaboration
coaches or facilitators to support team dynamics and resolve conflicts constructively.

9.3.2. Leadership for Collaborative Contracting

Collaborative contracting requires a distinct leadership approach - one that departs from
traditional command-and-control models and embraces a more inclusive, facilitative, and trust-
based style. In the context of Alberta’s heavy industrial sector, where projects are complex,
high-risk, and multi-stakeholder, the role of leadership is pivotal in shaping the collaborative
culture and sustaining it throughout the project lifecycle.

9.3.2.1. Characteristics of Collaborative Leaders

In the experience of the authors, successful collaborative leaders are:

e Trust Builders: They foster psychological safety, model transparency, and create an
environment where all voices are heard and respected.

o Facilitators, Not Dictators: They guide rather than direct, enabling teams to co-create
solutions and make decisions collectively.

¢ Emotionally Intelligent: They demonstrate empathy, self-awareness, and the ability to
navigate interpersonal dynamics with tact and authenticity.

e Adaptable and Resilient: They remain composed under pressure, adjust to changing
conditions, and help others do the same.

e Purpose-Driven: They align the team around a shared vision and values, reinforcing the
“‘why” behind the project and the collaborative approach.

9.3.2.2. Leadership Responsibilities in Collaborative Projects

Collaborative leaders are responsible for:

¢ Modeling Collaborative Behaviors: Demonstrating openness, humility, and a willingness
to learn and adapt.

e Championing the Team Charters (see below): Leading the development, adoption, and
ongoing reinforcement of the charter’s principles and commitments.

e Enabling Distributed Decision-Making: Empowering others to lead within their areas of
expertise and ensuring decisions are made at the right level.

e Supporting Capability Development: Investing sufficient time and money in training,
coaching, and mentoring to build collaborative competencies across the team.

¢ Maintaining Alignment: Continuously checking for alignment across stakeholders and
intervening early when misalignment or conflict arises.

9.3.2.3.  Leadership Across the Project Lifecycle
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Collaboration leadership must evolve with the project:

e At the Initiation Phases: Leaders must build trust, secure buy-in, and set the tone for
collaboration.

e During the Execution Phase: Leaders must maintain momentum, resolve tensions, and
reinforce collaborative norms under pressure.

e At the Closeout Phase: Leaders must ensure lessons learned are captured, relationships
are preserved, and the collaborative legacy is celebrated.

9.3.2.4. Leadership Development and Support

Given the unique demands of collaborative contracting, organizations should:

o |dentify and assign leaders with demonstrated collaborative competencies.
¢ Provide them with access to collaboration coaches, facilitators, or third-party advisors.
¢ Include leadership development as part of the project’s investment strategy.

9.4.Project Charter

In the context of large-scale industrial and infrastructure projects, such as energy facilities,
transportation networks, or complex manufacturing plants, the Team Charter becomes a critical
enabler of collaborative success. These projects often involve multiple organizations, high
capital investment, long timelines, and significant public and regulatory scrutiny. As such, the
Team Charter must go beyond basic behavioural agreements and serve as a strategic
alignment tool.

9.441. Purpose and Strategic Role

The Team Charter in major projects is not just a cultural artifact, it is a governance instrument. It
sets the tone for how diverse organizations will operate as a unified team, despite differing
corporate cultures, commercial interests, and operational mandates. It helps:

e Align all parties on project purpose and legacy, not just deliverables.
o Establish a shared identity that transcends organizational boundaries.
e Provide a framework for accountability that is relational, not just contractual.

9.4.2. Key Components of Charters for Complex Projects
In addition to the standard or typical elements (values, behaviors, decision-making, and goals),
a Team Charter for major projects should include the following to bring about collaboration:

9.4.2.1. Governance and Leadership Structure

Clear roles and responsibilities across the project lifecycle, including how leadership is shared
or rotated, and how decisions are escalated across organizations.

9.4.2.2. Interface Management Protocols

Agreements on how cross-functional and cross-organizational interfaces will be managed,
including communication pathways, data sharing, and conflict resolution.
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9.4.2.3.  Cultural Integration Plan

Acknowledgement of differing organizational cultures and a plan to build a common project
culture through onboarding, shared rituals, and team-building activities.

9.4.2.4. Performance and Learning Commitments
Shared KPIs that reflect not only project outcomes (cost, schedule, safety) but also team health,

innovation, and continuous improvement. This includes mechanisms for feedback,
retrospectives, and lessons learned.

9.4.2.5. Adaptability and Resilience

Provisions for how the team will respond collaboratively to change, whether due to scope shifts,
market volatility, or unforeseen events, while maintaining alignment and trust.

9.4.3. Living Document, Continuous Alignment

Given the long duration and evolving nature of major projects, the Team Charter must be treated
as a living document. It should be:

o Reviewed at key milestones (e.g. phase gates, major design reviews, execution ramp-
up).

o Updated to reflect changes in team composition, project scope, or external conditions.

¢ Reaffirmed through facilitated sessions to maintain alignment and engagement.

9.4.4. Benefits in Practice
When implemented effectively, a Team Charter in major projects:

o Reduces friction and misalignment between partners.

¢ Accelerates decision-making by clarifying authority and expectations.

e Enhances morale and retention by fostering a sense of shared purpose.
e Improves project outcomes by enabling proactive, coordinated action.

9.5. Governance Mechanisms for Sustained Collaboration

In complex, high-stakes projects, collaboration must be supported by clear and enforceable
mechanisms that guide communication, manage disputes, handle change, and address non-
collaborative behavior. These mechanisms ensure that the collaborative intent of the project is
not only aspirational but operational.

9.5.1. Communication Mechanisms

Effective collaboration depends on structured, transparent, and timely communication. A
collaborative project should establish:

¢ Integrated Communication Plans that define channels (e.g., co-location, digital platforms,
dashboards), frequency (e.g., daily huddles, weekly reviews), and formats (e.g., visual
management boards, decision logs).

e Open Access to Information through shared data environments, open-book financials,
and real-time reporting tools.
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Communication Ground Rules that promote clarity, respect, and responsiveness, and
discourage siloed or adversarial messaging.

Feedback Loops such as pulse surveys, retrospectives, and team health checks to
monitor communication effectiveness and adjust as needed.

9.5.2. The Role of Agility in Collaborative Contracting

As outlined throughout this framework, collaborative contracting is a dynamic, people-centered
approach to project delivery. In the context of Alberta’s heavy industrial sector, where projects
are large, complex, and subject to rapid change, agility is a critical enabler of success. Agility
allows collaborative teams to respond to evolving conditions without compromising alignment,
trust, or performance.

9.5.2.1.  Why Agility Matters in Collaborative Contracting

Agility supports the core principles of collaborative contracting by enabling:

Adaptability to Change: Projects often face shifting regulatory requirements, market
volatility, and stakeholder expectations. Agile teams can pivot quickly while maintaining
alignment with project goals.

Faster, Informed Decision-Making: Agile governance structures empower teams to make
timely decisions at the right level, reducing bottlenecks and delays.

Innovation and Continuous Improvement: Agile teams are better positioned to test new
ideas, learn from outcomes, and implement improvements throughout the project
lifecycle.

Resilience and Risk Responsiveness: Agility enhances the team’s ability to manage
uncertainty, mitigate emerging risks, and maintain momentum during disruption.

9.5.2.2. Embedding Agility in Collaborative Projects

To operationalize agility within a collaborative contracting model, the following practices are
recommended:

Flexible Governance Structures
Use of tiered decision-making models that allow for rapid resolution at the appropriate
level of management within established project governance structure.

Empower cross-functional teams to act within defined boundaries, reducing reliance on
top-down approvals.

9.5.2.3. lterative Planning and Feedback Loops

Implement rolling wave planning and regular retrospectives to assess progress and
adjust course.

Use real-time dashboards and performance indicators to monitor project health and
team dynamics.
9.5.2.4. Scenario Planning and Contingency Readiness

Develop pre-agreed responses to common disruptions (e.g., supply chain delays, scope
changes).
Maintain a shared risk register that is actively reviewed and updated by all parties.
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9.5.2.5.  Cultural Agility
o Foster a mindset of learning, adaptability, and openness to change across all levels of
the project organization.
o Encourage behaviors that support experimentation, respectful challenge, and shared
accountability.

9.5.2.6.  Agility and the Team Charter
The Team Charter should explicitly recognize the importance of agility by:

e Embedding principles of flexibility, responsiveness, and continuous learning.
o Defining how the team will adapt to changes in scope, personnel, or external conditions.
o Establishing protocols for revisiting and revising the charter itself as the project evolves.

9.6.Change Management

Change is a constant in major projects. A collaborative approach to change management
includes:

¢ Joint Change Evaluation: All proposed changes are reviewed by a cross-functional team
to assess impact on cost, schedule, risk, and team alignment.

¢ Integrated Change Control Board (ICCB): A governance body with representatives from
all key parties to approve or reject changes based on agreed criteria.

e Transparent Impact Assessment: Use of shared tools and models to evaluate the
implications of change, including updates to the Target Cost or Incentive Pool.

¢ Change Communication Protocols: Ensuring all stakeholders are informed of changes
and their rationale in a timely and consistent manner.

9.6.1. Dispute Management

Disputes are inevitable in complex projects. In a collaborative environment, they are managed
constructively and early. Key practices include:

o Atiered Resolution Pathways such as:
o First, resolution at the project team level.
o If unresolved, escalation to the Project Management Team (PMT).
o Final escalation to a Senior Leadership Team or neutral third-party facilitator.
¢ No-Blame Culture: Emphasis on resolving the issue, not assigning fault.
e Standing Dispute Resolution Protocols: Pre-agreed procedures for mediation, expert
determination, or facilitated negotiation, avoiding litigation unless absolutely necessary.
¢ Documentation and Transparency: All disputes and resolutions are logged and reviewed
to support learning and continuous improvement.

9.6.2. Addressing Parties Not Collaborating
Despite best intentions, some parties may not uphold collaborative behaviors. To address this:
e Expectations Reinforcement Built into the Team Charter: Clearly define what behaviours
constitute a breach of collaboration culture.

e Early Intervention: Use coaching, facilitated conversations, or peer feedback to address
issues before they escalate.
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Performance Monitoring: Regular assessments of the existence and extent of
collaborative behaviors, with feedback loops and corrective action plans.

Escalation for Persistent Non-Collaboration: If behaviors persist, escalate to the PMT or
Senior Leadership Team for formal review and resolution.
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Appendix A — Maturity

Assessment Factors

The following are a proposed set of maturity assessment factors that owner organizations and
project teams could consider when evaluating their own readiness for collaborative contracting
models. Owners should consider engaging an expert third party to assist with the maturity

assessment with a view to preventing affirmation
and leading to potentially harmful over-estimation

If any of the following listed requirements are not

or confirmation bias from skewing the results
of internal capabilities.

feasible within the owner organization, the

owner reconsider pursuit of a fully collaborative model until the gap is addressed.

Table 12 - Organizational Maturity Assessment Criteria

Gate Organizational requirement

1 The organization can evaluate contractors on
more than lowest price (value, capability,
leadership, approach).

2 The organization is willing to allow contractor
participation in early definition/planning (i.e., not
treating contractors as “body shops”).

3 The organization is willing to re-write legacy
contracting frameworks to encourage the right
behaviours (not punitive/defensive behaviours).

4 The organization is open to designing incentives
that benefit all parties, not owners only.
5 The organization accepts shared risk and

reasonable contractor return, with risk
positioned where it can best be managed.

What blocks Suitability (examples)

Internal finance expectations, public tender
requirements, or financing restrictions that effectively
force award criteria to be primarily commercial/lowest
price.

Owner culture expects contractors to execute a fully
owner-defined plan with limited influence.

Default use of punitive clauses and dispute-oriented
language that drives information withholding and
position-defending.

Incentives structured only to protect the owner, with
limited shared upside visibility or tracking.

A “transfer risk to contractor” default that undermines
alignment and drives defensive pricing/behaviour
(framing based on risk-reward and risk positioning
statements).

If you pass the requirements above, use the Maturity Factors table below to evaluate how
strong and consistent your capability is and pinpoint where improvement is needed.

Table 13 - Collaboration Maturity Assessment Factors
What “mature” looks like (direct)

Suitability area

Procurement Contractor selection criteria include

flexibility beyond behavioural, value and capability

lowest price metrics, not only commercial/lowest
price.

Early contractor Contractors are welcomed into
involvement project definition/planning activities
culture (scope/schedule co-creation,

constructability reviews, execution
planning, long-lead procurement
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What “immature” looks Evidence to check
like (direct)

Award criteria are Procurement policy,
constrained by internal evaluation templates,
financial practices or precedent awards

external requirements
(public tender / financing)
that limit non-price criteria.

Contractors are treated as Examples of early
executors of owner-defined involvement

plans (“body shop” practices;
behaviour). documented outputs

from such sessions



Prospective
Contractor
screening
discipline

Willingness to
re-wire traditional
contract
frameworks

Process flexibility
(owner vs.
contractor
systems)

Joint governance
and shared
performance
management
Incentives
designed for all
parties

Transparency
required for
targets

Shared risk
philosophy

support).

Rigorous screening for performance
history, financial strength,
safety/quality programs, and team
leadership experience; selection
includes willingness to share
cost/info.

Openness to align
objectives/expectations for a “win-
win” relationship; contract language
encourages desired behaviours.

Owner allows contractor procedures
(reporting, interface management,
change management) if they
meet/exceed requirements.
Willingness to jointly manage and
measure performance systemically;
joint owner/contractor committees
support decisions.

Owner is open to designing “win-win”
incentives tied to objectives (e.g.,
target cost/target completion with
shared benefit).

Openness and access to information
so targets and risks are visible and
progress is openly tracked.

Owner acknowledges contractors
must earn a reasonable return; risk
and reward are shared; risks are
positioned with the party best able to
manage them.
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Minimal screening;
over-reliance on price or
incumbency; limited
verification of leadership
capability or openness.

“No disputes” intent is not
supported; punitive clauses
persist and encourage
information withholding and
defensive positioning.
Owner mandates internal
procedures regardless of
value or fit, increasing admin
friction.

Owner retains unilateral
decision control; committees
(if any) are not empowered.

Incentives are owner-centric
or not meaningfully
discussed; contractors have
limited line-of-sight to
incentives.

Information is restricted;
targets are not transparent;
progress tracking is not
shared or trusted.

Default risk-transfer posture;
risk allocation is not aligned
with ability to
manage/mitigate.

Pre-qual criteria;
safety/quality
thresholds; reference
checks; proposal
requirements

Redlined contract
templates; examples
of revised clauses
and governance
language

Project requirements
vs. contractor
procedures mapping;
accepted deviations
Governance charters;
decision-right
matrices; examples of
joint decisions
Incentive model,
target definitions,
payout rules,
governance for target
changes

Shared KPI reporting
examples;
risk/assumption
visibility; tracking
cadence

Risk allocation
rationale; examples of
risk ownership
aligned to capability
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