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INTRODUCTION
This is the first internal audit of the City of Sioux Falls’ use of the construction manager
at risk delivery method for City construction projects.

BACKGROUND
The construction manager at risk delivery method (CMAR) is an alternative method to
the traditional design-bid-build (DBB). CMAR involves the contractor early in the
design process to provide pre-construction services. The contractor transitions to a
general contractor when construction begins. In DBB, the owner hires a design firm to
design the project. Then bids are solicited, opened, and let to the lowest responsible
bidder to construct the building according to the design specifications. In DBB, the
contractor has no input on design and functions strictly as a general contractor.
The City has used CMAR on a limited basis in the past 20 years. For example, in 2001
the City used this delivery method for the Carnegie Town Hall renovation project. In
2010, the City used this method for Great Plains Zoo improvements. More recently,
CMAR has been used for the Denny Sanford PREMIER Center and the Midco® Aquatic
Center. MA Mortensen was the contractor selected by the City to build the Denny
Sanford PREMIER Center. The City selected The Journey Group (doing business as
Sioux Falls Construction) as the CMAR for the Midco® Aquatic Center.
In CMAR a guaranteed maximum price (GMP) is established with the contractor and the
Owner has assurance that the project will not exceed this amount. In DBB, there are
likely to be change orders as construction proceeds and adjustments to the contract price
are made. Change orders may occur because of unforeseen conditions at the site, ownerrequested changes, or problems with the original design. Thus, the final cost of the
project using DBB will likely be higher than the original contract price although change
orders with CMAR can also occur. However, the owner exercises more control of change
orders in the CMAR delivery method compared to DBB.
Each delivery method has specific advantages and disadvantages according to
construction experts.
Construction Manager at Risk Advantages
• Cost and schedule guaranteed.
• Transparency during subcontractor bid letting: Owner present during bid openings
and may have input on selection.
• Contractor selection is not based on fee alone but also on qualifications.
• Works well with complex project scheduling and coordination.
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Pricing and cost models are developed along with design.
Early participation of contractor during design can address constructability issues,
cost issues, and scheduling issues.
Potential for a high quality product.
Low cost growth (change orders).
Ability to fast track. Construction may start before design is finished.
Collaborative process (not adversarial, based upon trust among all parties).

CMAR Disadvantages
• Not all contractors are experienced with adding value during the design process.
• Project staff turnover can create problems.
• Potential conflict of interests when construction manager is allowed to self-perform
work.
• Owner needs to have sufficient expertise to manage separate contractual relationships
with both the contractor and designer.
• Final provider selection based upon aspects other than total cost. In public sector this
could lead to perception of favoritism or corruption.
Design Bid Build Advantages
• Long history of use and legal interpretation.
• Can produce highly competitive pricing.
• Well suited for uncomplicated projects with straightforward objectives and adequate
time.
• Contractor selection based upon objective cost criteria.
• Discourages favoritism while spending public funds and stimulating competition in
the private sector.
• Clearly defined roles for all parties.
DBB Disadvantages
• Lowest bid may not be from the most qualified contractor.
• Contracted price after the project is designed.
• Final cost of project not defined at bid opening.
• Contractor has no input on design.
• Low bids may result in additional change orders.
• May encourage cost cutting and lowest quality for lowest price.
• Difficult to accomplish scope change without significant cost changes.
• Least-cost approach requires higher level of inspection of the work by owner’s staff.
• Greater potential for litigation.
• Owner largely bears the risk of design problems.
• Slower project delivery method due to sequential nature of delivery (i.e. design then
bid then build)
• Designers may have limited knowledge of the true cost and scheduling ramifications
of design decisions.
• Zero owner involvement through subcontracts bid process.
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Does the CMAR delivery method save time or money compared to the DBB
method?
There is no definitive answer to this question. Each building construction project is
unique and cannot be built using both methods as an experiment. Proponents of the
CMAR method would assert that it does but there is no hard evidence to prove that this
method will save the owner time or money. Most construction builders would say that
the presence of a cost conscious group during the design phase of a project will tend to
hold down costs. Additionally, using the CMAR approach allows some construction to
begin before final design work is completed, thus speeding up the construction process
compared to the sequential nature of the design-bid-build approach. Many owners are
comfortable with starting construction before the design is complete because they have
the security of a Guaranteed Maximum Price using CMAR. There are several studies
performed by the Construction Industry Institute (CII) that suggest better schedule
performance of CMAR compared to DBB, (CII Research Summary 133-1, December
1997.) However the opinion that CMAR saves the owner time and money is not
unanimous among general contractors.
There is some evidence concerning the costs of CMAR compared to DBB in the Florida
schools program of constructing new school buildings. In Florida it is customary to have
one set of plans built several times in several different ways. On average, CMAR was
less expensive than lump-sum bidding. However, this was only because there was an
occasional terrible result with the DBB approach. Eight out of ten times, the DBB
approach was less expensive; the other two times it was much more expensive than
CMAR due to lawsuits and lost use of the facility.
Does the CMAR delivery method result in greater quality than the DBB delivery
method?
Construction quality is difficult to judge any objective standard. However, the CII study
referenced above also suggests the quality of a CMAR project is higher than a lump-sum
project. One reason may be that the CMAR contractor will tend to use bondable
subcontractors. Bondable subcontractors will usually be better and more expensive than
subcontractors that cannot obtain bonds. 1

OBJECTIVES
The objectives of this audit were to determine if the City has processes and controls in
place to help ensure:
1. Change orders are properly approved.
2. The Guaranteed Maximum Price is not exceeded.
3. Specified quality of materials and construction is being received.
4. A competitive and fair process is used to select the most qualified contractor in
accordance with leading practices.
1

Bonding capacity is an indicator of a contractor’s character, experience and financial viability underwritten by a third party.
A contractor that is not bondable may lack the professionalism and organization necessary to efficiently complete a project.
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SCOPE AND METHODOLOGY
The scope of this audit included the CMAR contracts for the Denny Sanford PREMIER
Center and the Midco® Aquatic Center for audit objectives one through three. It
included these two projects and the proposed City Services Office Building for audit
objective four. Our methodology included the following:
• Interviews with City management and staff including project managers and the
City Attorney.
• Interviews with executives from local construction companies who offer CMAR
services.
• Research into the advantages and disadvantages of various construction delivery
methods.
• Review of accounting records pertaining to the contracts for the Denny Sanford
PREMIER Center and the Midco® Aquatic Center.
• Review of all change orders for these two contracts.
• Review of the contracts with MA Mortenson and Sioux Falls Construction.
• Research into leading practices for the use of selection teams to evaluate and
score requests for proposals.
• Interviews with selection team members.

RESULTS
Change orders properly approved
We reviewed the 15 change orders for the Denny Sanford PREMIER Center contract and
the two change orders for the Midco® Aquatic Center. 2 Net change orders for the Denny
Sanford PREMIER Center were $2,494,931. Net change orders for the Midco® Aquatic
Center are $765,262. Change orders for CMAR projects are City-requested
enhancements to the original project design and will typically result in a change to the
Guaranteed Maximum Price.
Under the usual City policy, a change order less than $25,000 is approved by the City
Engineer. The mayor must approve any change orders of $25,000 or greater. Approved
change orders are noticed to the City Council on the consent agenda of the next City
Council meeting.
However, for these types of projects, the usual City policy for change orders was
changed. This was officially adopted in the two resolutions approving the Construction
Manager at Risk for the Denny Sanford PREMIER Center and the Midco® Aquatic
Center, namely resolutions 85-11 and 114-14. The resolutions authorize City officials to
“enter into, execute, and deliver” amendments, change orders, and change directives
which do not exceed the authorized project budget.

2

Change orders for the Aquatic Center as of 05/31/2016. The Aquatic Center contract is not completed.
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We noted that the procedure for both contracts is for change orders to have the signature
of a designated City official, a representative from the construction manager at risk, and
representative from the architectural firm for the contract before the change order is
considered approved and executed. We reviewed all change orders for these two
contracts. All change orders were properly approved according to the designated
procedure.
Guaranteed maximum price (GMP) not exceeded
In CMAR contracts entered into by the City, the contractor is responsible for cost overruns because of the GMP. Formal change orders authorized by the City may increase the
GMP because the City is requesting an enhancement to the original project design. Cost
under-runs accrue directly to the benefit of the City should they occur. The City has
several levels of review to help ensure that the GMP for a contract is not exceeded.
Overarching controls are the use of purchase orders and project numbers to identify the
approved budgets for the contracts with MA Mortenson and Sioux Falls Construction.
We examined the accounting records for the Denny Sanford PREMIER Center contract
and determined that the GMP for the contract was not exceeded. The final GMP for this
contract was $101,576,902. The original GMP for the Denny Sanford PREMIER Center
was $99,081,971. Fourteen change orders authorized by the City increased the GMP to
$103,101,305. Change order fifteen reconciled the final cost of work to $101,576,902. 3
The total authorized budget for the Denny Sanford PREMIER Center project in total is
$117 million. $114.2 million has been spent on the project from the date of November
2011 election.
The Midco® Aquatic Center GMP at the time our audit work was completed was
$22,145,262. We examined the accounting records and noted that it has not been
exceeded. Through the May 2016 pay application, Sioux Falls Construction has been
paid $15,240,347. The contract has not had a final pay request because the project has
not been completed yet.
Due to the size and complexity of the CMAR contracts the City has entered into, we
recommend that the City hire a construction audit firm to do final audits of such contracts
to ensure that all project related costs were documented and appropriate per the contract
language. These projects typically generate massive amounts of paperwork and may
have complex interrelationship of contracts potentially resulting in overcharges or
overpayments. See audit recommendation on page nine of this report.
Quality of materials and construction
We concluded that the City has numerous controls and processes in place to help ensure
that the specified quality of construction and materials is being received. A staff member
from the City Engineer’s office is assigned to each project to monitor construction
progress and to help ensure that the specified quality of materials and construction is
being received. A City representative, an Architect’s representative and MA
Mortenson’s project manager conducted a weekly walk through of the Denny Sanford
PREMIER Center during construction. One purpose of this walk through was to identify
3

Change order 15 is described as the Final GMP Value Reconciliation.
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small problems before they became larger problems including issues with quality of
materials and construction. A similar process is in place at the Midco® Aquatic Center.
As construction progressed on the Denny Sanford PREMIER Event Center, various
testing and inspection was performed as follows:
Items tested on-site
• Soil
• Concrete strength
• Welds
• Fireproofing
• Foundation piles (e.g. depth)
Other materials verified/tested in other ways
• Shop drawings
• Submittals
• Product samples
• Certifications (e.g. structural steel)
The City hired its own testing firms and paid them directly. Firms hired by the City for
the Denny Sanford PREMIER Center included:
• Sayre Associates Inc.
• Questions & Solutions Engineering
• American Engineering Testing, Inc.
Besides the testing and inspection done during construction of the Denny Sanford PREMIER
Center, the City Building Services division and the Fire Prevention division were involved to
ensure that the building was being built according to the applicable building codes. These
divisions were involved early in the project and not just near completion of the building.
As construction progresses on the Midco® Aquatic Center, various testing and inspection
is/was performed as follows:
Some items tested on-site
• Soil
• Concrete strength
• Asphalt
• Rebar (steel reinforcing rods in concrete)
Other materials verified/tested in other ways
• Shop drawings
• Submittals
• Product samples
We confirmed that the City hires its own testing firms and pays them directly. Firms
hired by the City for the Midco® Aquatic Center include:
7
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Geotek Engineering & Testing (soil, concrete, asphalt, rebar)
Questions & Solutions Engineering (equipment commissioning)

The City hired Questions & Solutions to independently verify that all systems and
equipment are operating properly and within specifications. Equipment to be
commissioned includes the pool heating water systems, the air handling unit, the
dehumidification unit, and lighting controls among many others.
The only nonconforming work on the Denny Sanford PREMIER Center was an issue
with the exterior metal panels. The City became aware of the issue with the appearance
of the panels in May 2014 and followed contract protocol by formally placing MA
Mortenson on notice that the work was unacceptable. According to the contract, MA
Mortenson had one year from date of notice to remedy the situation in a manner
acceptable to the City. The City also entered into a written agreement with Judd Allen
Group for a consultation on the issue. A partner from the Judd Allen Group who is
recognized as an expert in these types of cases visited Sioux Falls on June 4-5, 2014 to
meet with City representatives, view the panels, and review documentation. The City
paid Judd Allen Group $4,981 for these services. No report was issued. Essentially, the
City retained an expert to familiarize himself with the situation for possible future
litigation if the matter remained unresolved after the one-year period. In September 2015
a global financial settlement was reached with MA Mortenson Co., Sink Combs Dethlefs,
PC, Koch Hazard, MJ Dalsin, Inc. and Innovative Metals Company, Inc. (IMETCO) in
the amount of approximately a million dollars which included a reduction in the GMP.
The CMAR delivery method itself may contribute to greater quality in the final product.
The CMAR has assisted in developing the final design and has assumed some degree of
ownership in the design product. The presence of contingencies in the GMP ameliorates
the motivation to cut corners on quality as a means of recovering financial losses from
contractor or subcontractor error. Additionally, the CMAR desires to remain competitive
for future work and has motivation to satisfy the Owner and achieve a quality final
product. “CMAR is still largely a position of representing the Owner’s interests.” 4

Competitive and fair process to select contractor in line with leading practices
Most leading practices in regard to use of selection committees are being utilized by the
City. For example, a leading practice is to require committee members score proposals
independently with the scores averaged. The City does this. Another example is that the
Request for Proposals should indicate the criteria for the evaluation of proposals and the
weighting to be used. The City also does this. A leading practice is to hold a debriefing
with all the proposers soon after the selection for the purposes of informing them of who
won the proposal, what the scores were, and how others can improve future proposals.
The City offers a debriefing to unsuccessful proposers who request it. This debriefing is
done on an individual basis for those firms requesting it. However, the final scoring
results are not public records and are not shared with the proposers who request a
4

Construction Manager-at-Risk Project Delivery for Highway Programs, published by the Transportation Research Board,
Washington DC, 2010, page 79.
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debriefing on how they did. The City is allowed to share comments from selection team
members if a proposer requests a debriefing. We noted that the City did not follow the
leading practice of requiring selection team members to sign a no conflict of interest form
before participating as a member of the team to score proposals from CMAR firms.
However this situation has been addressed. Beginning in 2016, the City requires this for
selection team members who evaluate requests for proposals. We noted that a leading
practice is to put a clause in the CMAR contract that guarantees which team members
will be doing the work. If a key member needs to be replaced during a project, the City
should be notified and allowed to approve the replacement team member. A team
member interviewed said that the team put effort to getting assurances from the winning
proposer about whom the actual team members doing the work would be. We observed
clauses in CMAR contracts that specified which team members would be doing the work
and that the City had a right to review and approve any changes to key team members.
We performed analysis to determine if the CMAR delivery method was discouraging
construction firms from offering proposals to the City to perform these services. We
concluded that there was no evidence that it was discouraging competition. The number
of proposers for CMAR projects is approximately the same as bidders for DBB projects.
The number of proposers for the Denny Sanford PREMIER Center was five. Five firms
offered their services for the Midco® Aquatic Center. For the City Services Building,
three firms submitted proposals. The average number of bidders for all 2015 City
construction projects was four with a range of zero to eleven. The average number for a
sample of City construction contracts from 2008-2014 was five with a range of one to
nine. The larger construction projects tend to attract fewer qualified contractors than the
smaller projects. See appendix one of this report for information about the proposers on
the three CMAR projects within the scope of this audit. See appendix four for the list of
all 2015 construction contracts awarded by the City and the number of bids received for
each.
Based upon interviews with executives from local construction companies who offer
CMAR services, the process used by the City was generally perceived as fair. However,
this was not the universal opinion among all firms. A concern expressed was that because
the method to select a CMAR was subjective, this delivery method opened a door to
favoritism. See appendix one of report for a list of selection team members for the three
projects within the scope of this audit. City officials believe the process used to select the
most qualified contractor is a fair and competitive process.

RECOMMENDATION
We made the following recommendation to address the above referenced result.
The City should engage the services of a construction audit firm for construction
projects of the size and complexity of the CMAR contracts entered into by the City.
Specialty audit firms make their services available to owners to ensure that the all
construction costs billed were appropriate and documented. Such audits are done at

9

Construction Manager at Risk
Internal Audit Report 16-03

August 2016

the Contractor’s office and all documents supporting the charges are reviewed. Such
an audit firm would not replace the role of the architect, the engineer, accounting
staff, project managers, and internal auditors who monitor project costs. Such an
audit may result in savings to the City and the confidence that the City was billed
correctly in all respects.
Management’s Response: The City agrees the services of a construction audit
firm would be beneficial depending on the size and complexity of a specific project.
City staff will evaluate and determine during the projects development to determine if
a construction audit firm will be engaged for a specific project.
Management Representative Responding: Mark Cotter, Director of Public Works
Date of expected implementation: Immediately

CONCLUSION
City management and staff are very satisfied with the results of construction projects
using the CMAR delivery method over the DBB method. They are satisfied that the
delivery method is achieving the results of greater quality at a reasonable price. They
also emphasize that CMAR offers greater transparency over DBB in the following ways.
All subcontractor bids are opened by the CMAR in the presence of a City representative.
The CMAR has final authority on who is selected as a subcontractor since the contract is
between them and the subcontractor. However, the City can ask questions of the CMAR
as to why a low bidder did not win the contract. In almost all cases, the low bidding
subcontractor has been awarded the work on the City’s CMAR projects. City
management point out that the competition to keep prices reasonable occurs in the
subcontracting bidding just as it does in a DBB project. Whether the project is a DBB or
a CMAR project, the general contractor is likely choosing from the same pool of local or
regional subcontractors and selecting, in most cases, the low bidder. In a DBB project,
however, the City does not know what the subcontractor bids are. Additionally, the
CMAR’s fee is clear in the contract. In a DBB, the Owner (the City) never knows what
the contractor’s profit is on a contract. See appendix two of this report for a breakdown
of what the City paid MA Mortenson for the Denny Sanford PREMIER Center contract.
See appendix three for similar information about the Midco® Aquatic Center contract.
The three biggest risks to the City in using the CMAR delivery method for construction
projects are these:
• A poorly written contract favoring the CMAR is entered into by the City who may
be inexperienced in the nuances of such contracts.
• Criticism of the process of selecting the CMAR. Since the selection is based
upon the more subjective measure of best qualified rather than the objective cost
criteria in a DBB project, there may be a perception of favoritism.
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A big problem in the field that the CMAR ignores or covers up. Such a big
problem is the only way a CMAR is truly at risk.

The City mitigated the first risk by hiring the Tegra Group as an Owner’s representative
to assist in writing and reviewing each of the contracts using the CMAR delivery method.
Tegra helped the City structure the contract to ensure that the general conditions and the
CMAR fee were reasonable. They also assisted the City in managing the contract
contingency fee and provided overall strategic guidance among many other services.
The second risk is not as easily mitigated. The City must be very sensitive to any
perception of favoritism in the composition of the selection teams who review and score
the proposals of CMAR firms. The City Council has the final approval of the CMAR
firms selected but relies upon the recommendations of the selection committees. A
perceived lack of diversity of committee members in viewpoint, background, and loyalty
may be viewed unfavorably by the firms competing for business and the public although
the committee members are persons of high personal integrity.
The City mitigates the third risk by frequent inspections and project walk throughs.
Testing firms are hired and paid for by the City and not the CMAR. Qualified staff from
the City Engineer’s office is always assigned to these projects to monitor progress and
help ensure quality of construction and materials.

Above photo: Denny Sanford PREMIER Center in 2014
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Below: Artist’s rendering of completed Midco® Aquatic Center at Spellerberg Park

AUTHORIZATION
The Sioux Falls City Council approved this audit by resolution in December 2015 as part
of the 2016 Annual Audit Program. The Internal Audit Division operates under the
authority of an Internal Audit Charter adopted by City Council resolution 11-13.

AUDIT STANDARDS
This audit was conducted in accordance with the International Standards for the
Professional Practice of Internal Auditing issued by the Institute of Internal Auditors.

STATEMENT OF INDEPENDENCE
Internal Audit is administratively and operationally independent of the programs and
departments it audits, both in appearance and in fact. The Internal Audit Manager is
accountable to an Audit Committee appointed by the City Council per section 32.022 of
the Code of Ordinances of Sioux Falls, SD.

DISTRIBUTION OF REPORT
This report is intended for the information and use of the Mayor and City Council,
management, and others within the City of Sioux Falls. However, the report is a matter of
public record and its distribution is not limited.
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PERFORMED BY
Rich Oksol, CPA, CGAP
Internal Audit Manager
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APPENDIX ONE
Denny Sanford PREMIER Center
CMAR Proposers
Graham & Gil Haugan Construction Joint Venture-Eagan MN & Sioux Falls, SD
JE Dunn Construction-Kansas City, MO
Hunt Construction Group & Fiegen Construction-Indianapolis, IN & Sioux Falls, SD
MA Mortenson Construction-Minneapolis, MN
Sioux Falls Construction & Henry Carlson Company Joint Venture-both Sioux Falls, SD
Selection Committee members
Director of Planning & Building Services
Director of Community Development/Public Parking Facilities
Director of Parks & Recreation
Director of Finance
Director of Public Works
(Members above are City of Sioux Falls employees)

Executive Dean, University Center
Athletic Director, University of Sioux Falls
Executive Director, Sioux Falls Sports Authority
Director of Facilities, Augustana College
Director of Operational Services, Sioux Falls School District

Midco® Aquatic Center
CMAR Proposers
Gil Haugan Construction-Sioux Falls, SD
Henry Carlson Company-Sioux Falls, SD
Opus Holding, LLC-Minnetonka, MN
RJM Construction-Minneapolis, MN
Sioux Falls Construction-Sioux Falls, SD
Selection Committee members
Civil Engineer
Director of Finance
Director of Parks & Recreation
(Members above are City of Sioux Falls employees)

Director of Facilities, Augustana College
Provost & Vice President of Academic Affairs, University of Sioux Falls
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City Services Office Building
CMAR Proposers
Henry Carlson Company-Sioux Falls, SD
GA Johnson Construction Inc.-Sioux Falls, SD
Sioux Falls Construction-Sioux Falls, SD
Selection Committee members
Director of Central Services
Assistant City Engineer
Project Manager
(Members above are City of Sioux Falls employees)

Sioux Falls City Council member (Southeast District)
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APPENDIX TWO
Breakdown of amounts paid to MA Mortenson for Denny Sanford PREMIER Center
Scope of Work
Amount
General conditions/site services
MA Mortenson
$
8,688,243
Preconstruction: pre-vote expenditures
MA Mortenson
70,000
CM performance & payment bond
MA Mortenson
704,095
Liability insurance
MA Mortenson
817,675
Excise tax
MA Mortenson
2,031,711
Fee (2.25%)
MA Mortenson
2,190,481
Demolition of portion of Convention Center
MA Mortenson*
161,329
*MA Mortenson self-performed this work because no other subcontractors bid on this work.
Subcontractors
Signage
Ace Neon Signs & Service
254,678
Signage
Harmon Signs Inc.
356,021
Final clean up
Ambassador Cleaning
210,847
Fencing
American Fence Co of SD
151,915
Temporary facilities
American Fence Co of SD
110,917
Professional services
Braun Intertec Corporation
10,165
Doors and hardware
Builders Supply Company
320,849
Doors and hardware
Dekomo
75,694
Diamond polish floor
Bulach Custom Rock LLC
497,164
Ice rink
Cimco Refrigeration
1,754,247
Specialties and specialties installation
Combined Building Specialties
247,369
Specialties and specialties installation
Custom Expressions
64,573
Specialties and specialties installation
McCoy Select
34,146
Carpet and flooring
Commercial Interior Decor
343,284
Rock removal
Concrete Materials
613,851
Communications
Connecting Point Computer
576,843
Portable carts
Corsair Display Systems
449,404
Scoreboards
Daktronics
3,134,224
Fall protection
Evan Fall Protection Inc.
280,606
Acoustical ceilings/specialty ceilings
FM Acoustical Tile
300,125
Concrete: structural & architectural precast
Gage Brothers Concrete
5,827,116
Miscellaneous metals
Gil Haugan Construction
1,955,587
Tiles and terrazzo
Grazzini Brothers
246,335
Tiles and terrazzo
Syverson Tile & Stone
984,669
Exterior glazing systems
Heartland Glass Company
2,150,899
Multiple seating
Hussey Seating Company
3,809,901
Food service equipment
IS Restaurant Design Equipment
1,023,434
Masonry: interior, exterior, stone
Jensen Masonry
677,270
Professional services
JRV Consulting
10,477
Television and brackets
Karl’s TV Audio & Appliance
164,210
Elevators/escalators
Kone
1,096,751
Site landscaping
Landscape Garden Centers
1,010,301
Mtl stud/insulation/gypsum/acoustical walls
Midwest Partitions
4,082,044
Fire protection
Midwestern Mechanical
673,315
Wall panels/air barrier/roofing
MJ Dalsin Roofing
3,010,132
Electrical systems
Muth Electric
11,433,634
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Loading dock equipment, coiling doors
Structural steel, long span roof system
Concrete work
Ice floor ramps
Fire stopping and spray applied fireproofing
Excavation & site preparation
Survey/professional services
Painting: exterior, interior, wall coverings
HVAC/louvers/controls/plumbing/piping
Lapendary panels and stage equipment
Piles and caisson (concrete foundations)
Finish carpentry and casework

August 2016
Overhead Door of Sioux Falls
148,477
Paxton Vierling & Steel
9,862,651
Peska Construction
3,111,687
Quality Welding & Manufacturing 26,687
Rolling Plains Construction
311,920
Soukup Construction
5,959,572
Stockwell Engineers
114,852
Swanson & Youngdale
1,037,357
Tessiers
14,231,121
Tiffin Scenic Studios
806,893
Veit & Company
1,302,217
Wilkie Sanderson
2,056,937
Total paid to MA Mortenson $101,576,902
MA Mortenson
Subcontractors combined

$14,663,534
86,913,368
$101,576,902

NOTE: From the $14,663,534 paid to MA Mortenson for work performed by Mortenson,
$2,031,711 was, in turn, paid to the State of South Dakota for excise tax. $704,095 was paid to
an insurance company for a performance bond and $817,675 was paid to an insurance company
for liability insurance.
$
14,663,534
(2,031,711)
(704,095)
(817,675)
Net paid to MA Mortenson
$ 11,110,053
Explanation of general conditions/site services and insurance/bond expenses:
$8,688,243 was paid to MA Mortenson for the general conditions/site services. These charges
are standard on construction projects of this type. They are payments for such services provided
as job site overhead and labor charges for project on-site supervisors and their associated
hotel/meal charges (MA Mortenson employees are based in the Minneapolis/St Paul area and had
to temporarily relocate to Sioux Falls for this project). General conditions/site services also
include charges for project clean-up and furnishing of certain types of materials and equipment to
avoid subcontractor mark-ups on those items. For example, if several subcontractors will require
a scissor-lift and scaffolding to complete their work, the CMAR will furnish those items and bill
the owner through General Conditions. General conditions/site services also included site safety
expenses, security, and a site trailer. General Conditions are a significant portion of the
construction budget and can often be 10 percent of the cost of the total contract.
Liability insurance and performance bond expenses are customarily passed on as an expense to
the Owner (the City) for construction projects.
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APPENDIX THREE
Midco® Aquatic Center
Description
Scheduled value 5
Job site security fence
$ 35,100
Concrete foundations
556,121
Concrete building flatwork
218,000
Stair concrete
46,000
Miscellaneous concrete
18,000
Masonry
1,731,099
Structural steel
825,505
Concrete reinforcing bar
168,106
Steel erection
306,065
Miscellaneous steel
57,500
Aluminum railings
207,000
Finish carpentry
93,939
Finish carpentry installation
37,900
Foundation insulation, misc. waterproofing
49,575
Fluid applied air barrier
86,000
Caulking
50,000
Spray applied insulation
34,841
Roofing/metal panels
675,060
Doors & hardware
95,643
Aluminum glazing systems
356,985
Steel framing & drywall systems
132,522
Acoustical ceilings
46,245
Tile finishes
336,953
Flooring
37,618
Painting systems
242,000
Locker room accessories
149,107
Bleachers
27,753
Elevators
59,930
Fire sprinkler systems
77,337
Plumbing systems
1,031,250
HVAC systems
1,825,109
Muth Electric/Thompson Electric Electrical systems
1,493,890
Acapulco Pools
Pool
4,926,439
Soukup Construction
Earthwork
1,101,825
Soukup Construction
Site utilities
191,300
Peterson Contractors
Rammed aggregate piers
318,176
Sayre Associates
Surveying
30,000
BJ Construction
Site concrete
94,347
Carl V Carlson
Curb & gutter
99,459
Landscape Garden Center
Landscape/irrigation building
123,449
Black Top Paving
Asphalt paving
248,456
DeMarco Brothers
Terrazzo flooring
106,500
Allowance (not bid yet)
Interior signage
5,000

Subcontractor
Michaels Fence
Lynde Construction
Lynde Construction
Lynde Construction
Various
S&S Masonry
Construction Systems
Harris Rebar
Fiegen Construction
Various
City Glass
JMJ Caseworks
Daniels Construction
Absolute Waterproofing
Absolute Waterproofing
Various
New Prairie Insulation
Architectural Roofing
Builders Supply Co.
City Glass
Sands Drywall
FM Acoustical Tile Inc.
Syverson Tile & Stone
MCI
RMK Painting
Combined Building Specialties
Athletic Performance Seating
Schumacher Elevator
Building Sprinkler
Krier & Blaine
Krier & Blaine

5

Scheduled values are from the May 31, 2016 application for payment from the construction manager at risk. These amounts
may change as pay applications for the contract are submitted. The contract will be substantially completed in Fall 2016.
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Construction manager at risk Description
Sioux Falls Construction
General conditions
Construction fee (3.5%)
Insurance
Performance & payment bond
South Dakota excise tax
Construction manager contingency
Cast in place mezzanine structure
Rough carpentry

August 2016
Scheduled value
$ 728,714
664,671
138,000
110,000
421,900
310,188
256,000
115,000

NOTE: Black Top Paving is an associated company of the Journey Group as is Sioux Falls
Construction and competed with other subcontractors for that work. Sioux Falls Construction
competed for the work of the cast in place mezzanine structure and rough carpentry by means of
sealed bids. They were the low bidder. Sioux Falls Construction also bid on the work for steel
erection and finish carpentry installation; however, the low bids for that work were submitted by
Fiegen Construction and Daniels Construction and those companies received the work.
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APPENDIX FOUR
2015 Construction Contracts Awarded by the City of Sioux Falls
Contract
11th-Cliff, 61st to 85th
City Hall, 2nd floor renovations/phase 2
Fleet girder crane/lighting improvements
Concrete repairs for 2015 overlay
Southern Vistas park improvements

Number of bidders
6
5
2
2
10

Concrete repairs for 2015 overlay/phase 2
Law Enforcement Center media & training room remodel
11th-12th, Western to Kiwanis
City Hall & Annex improvements/phase 3
Rice & Kiwanis lift station elimination

3
6
2
2
7

Water service concrete repairs at various locations
ADA ramp improvements at various locations
Great Bear tubing hill improvements
Bahnson to Sycamore sidewalk installation
City Hall window replacement

4
4
6
6
1

Retaining wall replacement/phase 4
4th Avenue (21st-26th) overlay
Planing & milling pavement surfaces
22nd & Minnesota intersection
57th Street water tower painting

3
11
4
3
4

2nd Avenue, 3rd to 11th
Westport, Sencore to 60th Street N
Surface treatment for Sioux Falls and surrounding area
Solberg, 49th – 57th street & drainage improvements
On-call concrete repairs at various locations

2
6
4
7
2

22nd-34th, Minnesota to Center, water main replacement
Landfill site improvements
Repairs for 2015 overlay program
Parking ramp improvements
Bike trail development, Diamond Creek

6
4
6
7
4

Secondary digester floating cover rehabilitation
Play court improvements
11th-12th & Grange access road
Asphalt concrete crack sealing & mastic joint
Benson Road & Westport traffic signal

4
3
4
2
2

2015 bridge rehabilitation
Pavement marking paint & beads
22nd-7th avenue, Sherman to Jessica, water main replacement
22nd-Menlo water tower painting

1
2
8
3
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Sump pump collection systems at various locations

3

22nd-53rd, Jandl to West Mesa, water main replacement
Arena water heaters & shower tower
Furnish and apply pavement marking for miscellaneous arterial streets
Furnish and apply pavement marking stop bars and arrows
Maintenance building exterior renovations

5
5
1
1
2

7th from 21st to 26th/overlay
Picnic shelter improvements
Rail spur relocation
B avenue, Blackhawk to Cherokee/water main
Pavilion reroofing

7
3
2
7
1

2015 inlet rehabilitation
Franklin, 8th to 10th, water main replacement
Prairie Hills West park
City Hall tuckpointing
41st & Southeastern, traffic signal installation

3
6
4
6
2

Fleet/Street fire alarm/CCO detection system
Fire station #1 tuckpointing
Pearl, Wayland to cul-de-sac, water main replacement
Collector well #39 rehabilitation
Laboratory HVAC & cabinet replacement

1
3
7
1
3

Covell area drainage basin improvements
Burnside park improvements
Communications network upgrades, various locations
Maintenance building exterior renovations
Fire stations #4 and #9 windows and siding

4
4
3
3
4

Health clinic office remodeling
Arena chiller replacement
Madison street paving
Overlook café erosion control
4th, 60th street north to I-90 water main

3
5
4
3
8

Yankton trail park bike trail
Deerberry, Honeysuckle to Stoney Point water main
1st ave, North Drive to Riverside, water main
Main avenue from 10th-11th & Carnegie parking lot improvements
Harmodon park fence repairs

3
6
3
0
1

69th, Vineyard to Sycamore
Brandon Road pump station parallel force main
SAM transit facility bus wash improvements
5th, Ebenezer to Marion, street and utility improvements

7
7
4
9
1

Washington Pavilion Kirby Science Discovery Center-air & space project

The average number of bidders was 4.04 with a range of 0 to 11 bidders.
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APPENDIX FIVE
Sources consulted for leading practices in selecting the most qualified contractor:
Recommended Best Practices for the Use of Construction Management/General
Contractor on Highway and Transportation Projects in the Public Sector, The
Associated General Contractors of America, 2011.
An Owner’s Guide to Construction and Program Management, The Construction
Management Association of America, 2011.
GM/GC Guidelines for Public Owners, Joint publication, the Associated General
Contractors and the National Association of State Facilities Administrators, 2007.
Best Practices in Service Contracting for State and Local Government Agencies, Journal
of Contract Management, by William Sims Curry, 2009.
American Bar Association (ABA) 2000 Model Procurement Code for State and Local
Governments
Best Practices for Use of Best Value Selections, a joint publication of the Associated
General Contractors of America and the National Association of State Facilities
Administrators, 2008.
Cheaper Isn’t Necessarily Better for Government Purchasing, K. Barrett & R. Green,
www.governing.com/templates/gov_print_article?id=361461071, January 2016
Sources consulted for background information on the construction manager at risk
delivery method:
Construction Manager at Risk Project Delivery for Highway Programs, Douglas D.
Granberg and Jennifer S. Shane, research sponsored by the American Association of
State Highway and Transportation Officials in cooperation with the Federal Highway
Administration, 2010.
The Risk in CM “At Risk”, Warner Strang, for the CM eJournal, the Construction
Management Association of America, 2002.
Commissioning Large Public Projects Using Construction Manager at Risk, Greg
Cunningham, Enovity, Inc. This is a presentation to the National Conference on Building
Commissioning, May 4-6, 2005.
WSN’s Hiebichuk sheds light on design-bid-build vs. construction manager at risk
delivery methods, Dana Hiebichuk, AIA, www.widsethsmithnolting.com, April 28, 2015.
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