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_SUBJECT: Suspension of Work - Potential Project Risks.
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Kieit Infrastfucture South Co, (Kiewit! andfor‘Design-Builder’} is in receipt of City’s.notice of
Suspénsion of Work issued by the Officerdn Charge (‘OIC’), effective August 1 through August
. 28,2025.The purpose of this letter is to provide the City-as clear a picture as is possible at this
" initial stage of a suspension of the patential impatts td the project's costs and schedule, Itis
., importantio understand that this 27 d‘aﬁ suspension will have impacts much greater than simply
. losing 27 calendardays ona schedule. The Cify's decision to suspend the Inner Harbor Water'
. Treatment Campus project will impact the schedule for many onths and will serve fo only
increase the cost-of the project. . \ X .

Schedule and cost impacts-are-driven by critical Project planning slements, namely; .
T A N g -

* () Supplier's production slot reservations for long-lead: and/or.specialty equipment. P
(ii) Kiewit design build managefment. -~ - * - © - - A
(iil) Supplier engieering: Aob : ‘ P

(iv) Partner erigineering. - - . L

* (v) Demonstration Plant Delay. o T : .

. {vi) Veridor and Subeontractor filture willingness fo paiticipate. S TR T
[Below we provide information relating o how each of thése drives the project and is impacted

. by the City’s action. Please note fhat'it Is extremely difficult to foresee how far-reaching fhése

) ;’impafd;z may extend at this Initial stage, so this in no way represents an exhaustive list of the

. -impacts, . - : . \ ; T

() Supplier production.slot ;;e_é ervations fof long lead andfor speclalty equivment

i is potentially the most significant component impacied by the suspension. Important

Project Suppliers, whether they are already cantracted or in discussions with us to participate,
may not be-able to commit fo asuspended project and even if they can, the delay and costs will
be substantial. Forexample, Slemens provided the Project a favorable production slof of 20
months lead time for both the High Voltage Transformers and the High Voltage Breakers; which
commeniced several months ago. {Think of a ‘production slot' as having a confirmed reservation’
in a queute or line of competing orders as work on your order advances over the course éf the
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fead fime durgtion undll final manufactire and delivery). When-payments fo Siemens.are
suspenided, there s donsiderable riskihat Siemens will sell these production slots to others as

we will not have & contractual mechanjsm to retain and pay:hiem. The table below represants

&

current market congitions for High Voltage Transformer jead times, :

Current Market High Voltage Transformer | Lead times

Siemens ‘ ' 42-48 Months

Hitacht 30-38 Months ]

GE . : e 33 Months. .
|Eaton ke .. | 30 Months - ‘ w ,
Target forPlanning ET 7| 80 Months it e o s
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Based on theé-current lead times in the table above, ahd ibfe»%&ﬁlfgaﬁ the initial lead ,tim;qs,,
commenced several months ago, this example alone could result in an impact of over 13
months to the execufion of this project. .

e
Kiewit currefitly has over 100 Mhpé%ﬁs, Engineers and ¢raftemployees assigned o the i
project with an estimated additional 50 more professionals engaged in the project across
our many partners. To mitigaté the dosts of suspension, Kiswit’s management and engineering
staff will necessatily need to be re-assigned to other Kiewit-work. With a booming construction
market srid a current backlog of over $60B of work in Texas alone, we anticipate this will
happen quickly. Once committed fo dther active projects, there are ho guaranfees regarding
which mattageinent professionals cah return to this project and thiose that will have to be
replaced with different resources that.are available at that time.
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The introdution of féw staff will re%; re'a leathing cuirve bgfore reaching the samg lsvel of
productive execution that was just suspended. Each new Engineer will need to become familiar
with the Contract, City Design Criteria Package, Basis of Design Repor, and engineering as
well a5 codes and project procedures, This type of large-scale infusion of new staff will take
several W%ekste onboard, and several more to reach the curtent levels of praductivity. Rapid
infusions of new staff to-a project can be inefficient which will have an impact on the schedule
and costs beyond simply the length of the suspension, This is represented (for illustration
purpqs”e§ gg!yg;notpreciseqqutlggaﬁbq)ﬂjn;tﬁe gzaphfeh%gmgz ?
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TurrentAmendment ‘ RewAnisndmentFollcwiagSuspension

LT ek W “RatainegorNew |
TET6]l 216 9lwl1i]lz] ]| Rewures

‘New Resource

Hetalned Resource

Engineer
o
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i 2weekreduced productivity
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Design-Builder’s suppliers have significarit engineering resources assigned to the Project. For

.+ example, Aquatech, which is providing the Ultra-Filtration and.Reverse Osmosis technology, . .

provided the following insight on What a suspension means to'themand the accompanying ¥
risks. -
e P v.} % - L L% * ey R T *g%%‘ ﬁj’i;; o o -
Aquatech Management Feedbacic ’ '
5 " v 1. -Engineering team.gels demobilized on.fo otherprojects, Remobilization wilf =5, s,
be'timie consuming, and the-same team may not be availabla, which in turn
o _ inoves things backward,
E ¥ g 2 Asperschedulgwe wele. to get feadyto placeisome Jong lead POs, so a lof.; &
of interaction with vendors hoth technical and commereial Is ongolng right now, ' ‘
Pauses on the pquof will effectively stop that activity and loss of interest from
£. % % vendors willbo thers, i turs putting deubt in thelr minds creating unfavorable,,
terms which will cost-ts more. - . ‘ K
8. Assured payment terms Wil be requirad.
s § ﬁﬁa?ﬁ%ggog;gggq&};s,g{lg bz ‘tgr;ghat; eréating higher financial risk: -
‘ © B "Not billed but partial Work done by hoth venders and 2 d
conipensation e 4 Y ‘ 7 and Aquatech will need
N g@gﬁ's will.call for revalidation of vendor:quotes;, which in turn could increase : «
g- . Aquatech pricewill have to be revalidated and could incteass costs due to the
. 21ays. T . L
.8 ‘Schediile wllfc’?g‘ﬁalnlyfsfidef right, B " &
_.Ov) Partner engineering .. .
5 TR 23 o 28 L : N w3 [




Dekign-Suilder Engiriesring partner firms such as GHD and Arcadis will experience similar
resource allocation issues and schedule risk upon asuspengiMM%W% have requested
2 inputfrom both GHD and Arcadis and they offered the following”

o *»  dArcadis Menagement Feedback: / '

: S “Beyord intermupting the desin-buitd tesnr’s prodsction cadence, suspending 1
project for 30 days will have the additional negative fmpacts:
SR T A, Disruptiofr of Progressive Design-Biiild Continuity-
and
: A The Progressive Deslgn-Build model s predicated o ongoing frust
= S B collaboration, whers Svolizs it fockstep'with cost validation and -
constructability feedback. Susperiding the process erodes that foundation.
< - - f%{upﬁm W&M&s: 5 »ﬁ;ﬁ; . i Lt ‘ 4 M g s e
o Design-conshuction disconnects emerging upon restart
G om , 0 mzwa&énﬁmﬁgames@n decisions will be second-guessed or
o rohashed, undenmining €. A L
© Rmmﬁngggem@mtedﬁ@mm&fmﬁ@dwgsm;@mdetaja

B. Loss of Design Team Continuty-and Efficiency

I

+
™

subconsiltait, our team members are assigned basetf on active project
" - 4 . workloads. {fthis project Is paused: )

o Staffmay be reassigned fo otfier projects. )
- o Upon resumplion, we may not have access fo the same individuals.

- o
N " o Rebuilding and on-ramping new teari fheribers to bring up the feam's
context and knowladge will delay schedule by & fo 8 weeks, beyond the
> e . % . suspension iiself.” - . e s . #
. o “*Upon restarfing the piofect; cost ingreases will ba-compounded downstream
’ * *  ffom re-onboarding m&aﬁ:&p&eﬁ?‘ddﬁp%%ﬁﬁmﬁaaﬁ%ﬁ%&f -
s GHD ManagementFeedback: . . .+ - ¥ s

1. “Extended Schedule: A suspension will inavitably extend the project timeline,
Nof only tfie periad where the design wotk is niot progressing, but @dditiorial time
associated with the demobilization and remobilization. This wilf impact GHD's

e . abiliy to meet the originaFproject deadiines and wil fikely resuit in further delays.”
due to the need to re-coordinate with aif stakeholders.

wk

" 2 LostEfficlency: The disnipfion ¢aused by a suspension will lead fo a loss of
efficiency. Following suspension of our design feams, they wif be remobilized g
to other projects and in the fufure if the IHWTC projact was fo restart, there may
be delays associaled with re-establishing the leam itself along with restarting the

e w e project dynamics and adherence fo a regular project cadence. It is reasonable fo

expect 4 large amount of effort would need to be sppiied by s teams from

| Kiewit, GHD and others, including the stakeholders from the Cify and Corpus:

] - Christi Water (CCW) fo re-align op project goals, and re-familiarizing with the

| project delalls. This will result in a stower ramp-up period and reduced

4 5
i by

i - . - » productivity fn addition to rework as any new personel that would need fo be
| Sity2us o 3
SR T . W o » Page 4

- A stspension may iéquirddemobilization of key technical staff. Asa. & g .
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assigned fo the project will not have the previous profect history and knowladge.

“Suspending the project wil lsad fo atiditional costs due fo the
- A nesd (o
: demobllize and remobilize their feams and bofh the demobilization and

remobilization efiort will require add) .
manage the process.” require addifional managatmant time fo effectively

{v. Demonstration Plant

CoEa ) .

“Suspension of the demonstration plant directly affects Texas- Commission of Environmental
Quality (TCEQY) design approval and Impacts Texas Water Development Board (TWDBY funding
feleases. Tpe demonstration plant results also feed into final detailed design inputs, Further,
demonstration plant cost impacts due to suspension, include but are not limited fo storage,
extended rent, lesses, permits, easements, equipment care and preservation, demobilization, and
re-mobilization. Similar suspension related costs exist for the Project management personnel, the

. “endineering teams, partner engineers, suppller engineering, and subcontractars. As described
++ ‘¥pye, & one-month suspension will result in at lenst a three-month gap in full i;ig—:sign and

.estimating productivity. sy g
{vi.) Vendor a actor future willingness to parficipate s

it is also important to consider that these costs and suspension delay will also create additional

“impacts to the Guaranteed Maximum Price (GMP) estimate, The shift in schedule moves the

' Project into differentfime periods with greater unceftainty as to market costs. The GMP
estimate will require a full re-start of e erigineering, managerent, and estimating-teams L
resultingina raulfi-month push fo prepare the estimated cost. Suppliers and st_ibcqﬁtra,c’cor‘”s 4
have expressed concerm around Project uncertainty due to the risk of suspension or termination ’
and have stafed their prices will increase. ‘Others have advised they will not re-bid due to the
Project’s volatility and alternate projects with more certainty. Decreased competifion on bid
packages will likely increase subconitractor and vender quotestbids associated with this project.

As an example, when teaching out to 2 number of local subcontractors, the response was they

had better opporiunities to pursue wﬁ@@eigg certainty. This suspension could have far-reaching |

consequences Begond this project if it fiegatively Impacts‘the market's perceptionand/or interest

in bidding future City projecte. R Y “ if

Moving Forward

Design-Builder will endeavor o mitigate, however, our opportunity to do so s limited {
cpntractual responsibllities that are'within our conirof: a ﬁ’& that ;;yve,y smé‘”;ﬁ';‘;‘iﬁgégg all but
-one Gontract Amendment (the demonstration plant expired.on orbefore the time ofthe Gity's
suspension. Acdordingly, any prospective résumption of work woold anly a«pﬂ&%ﬁﬁeﬁ
demonstration plant work and not to advancing the overall project design. That scope was Y

i Cﬁld i 3 . b 3 . N
;geeﬁ:g,m the Phass 1B Step 5 Amiendment that failed to advance at the 29-July Gity Councif

Moreover, given the City's recent change to the s -h

: 4 3 Clty's } pending authority of i
;sas:qlaeté?n vs;lth this project (from $138M to $50,000), wgiqh dlfgrsé ma?:rgg f?fﬁgg ;?hich
- previously.authorized in conhaction with, and-during negotlation of, this contract with the

B1July-2025 — i %
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C'ty‘:dﬁri: ‘{2 geﬂéefg‘%meﬁazmy overthe Clty's abllity to timely execute the necessa
a“;% ority-and abilit %0 roject going. It should be nofed that the City Manager's si:eri%ling
auty e %’h o broje ct%n th % e decisions were relied tpor by Design-Builder in its decision fo
: %‘33 ith o ol M e first place. The contract stipulated the number of Phases — 14, 1B, 2,
A euently b ‘g anager anticipated to have spending Authorityfor Phase 1. Phase 1B was
. subsequently hroxan into no less than 5 different components with the City Manager no longer
} auihorized by the City to timely exacute the assodiated Contract Amendments,
since Desigh-Builider has no way of knowing when, if ever, the Step 5 Amendment will be
PR g@vqnged through Council and/or approved, Design-Builder axpres%ty resérvégg the right to
rascind, amend, or othe

rwise withdraw that proposal at any time prior to execution. This,
+  coupled with the reduce P y tme :

| d authority of fhe Clty Manager in connection with execufing Contract
Amendments, represents added risks that were not contem

A ; plated at the fime the confract was
n@gcf@ieﬁ.;!'hareforeg the City should expectto revisit the terms and conditions of the canfract,
specifically as It relates to risk aliacation, that may be riecessary prior to resumption of work

andlor exegution of any further Contract Amendments, with assurances that the contract will be

Y
L2

I

followed,

T

k4

The contract anticipated Design-Builder advancing-fhe design of the project witha potential
_separation at 60% {i.e. the end of Phase 1B} if unable to reach agreement on the Phase'Z
Binding Construction Price Proposal. Design-Builder will not entertain completing the design if
p consistentwith Article 9.01 of the Qgreemegaﬁ Given the
S, Design-Builder has.no desire fo congiquefomasd in small ::}cremenfsﬁr
. .. .endure unwarranted and paotentially damaging gparaﬁerizaﬁansjat Council meetings. l%mautgﬂ
"~ ¥ be Design-Builder’s preference, and.in the best interest of the Gity from a cost and schedule
standpoint, that should Coungil agree to i;ft‘the*st%spe?is’ioq,ithey do so.on Meeba%gs b :
o p,-ﬁfféct i& committed fo moving forward t@§0% gaq a Binding Construction Price roposal in
2 one step. In lieu of this, Design-Builder would prefer the projectbe ’te@n;tinaggd now.

;,?e'ik,

i ysis that the
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our recemmendation is to immediately ift the suspesion, followed by ah expeditious

5
= 5

. Jisstl

of Phase 1B Step

¥ r

Commitment to Partnerin

In’2028. Accordingly, an alternate

Phase 1B Step 5 Amendmerit arid then &lter course-and engage now (rather

Phiase-1B) with Kiewitina negofiation to convert the proj
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Tony Joy
Project Executive
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& Amendment and other Prife Contract -
mitigate the;exter,gg; of cost and fime

& ?}g Loy . o a i .5
ire to help the City Tl s cominitment to providin
Kiewit's de point of consideration would be to im

t ectio a Guaranteed Maximum Price
(GMP), that includes complétion of the balance of deslgn.and construction, :

impacts that will

)
"

¢
g water supplycertainty .
mediately approve the -

than at the end of
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