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Contractual Strategies for Fast-Track Design-Build
Construction in Mega Projects

Accelerate Success with Fast-Track Design-Build:
Overlapping design and construction phases reduces project timelines and costs, but requires strategic risk allocation,
clear, communication, and robust contract provisions.

Contract Structuring is Key to DB Success:
Evaluate the pros and cons of each contract model to choose the best fit and structure contract terms that
clearly address stakeholder expectations.

Equitable Risk Allocation:
Identifying and equitably allocating the unique risks of each party through indemnification clauses,
liability provisions, insurance requirements, and incentives is crucial.

Prevent Disputes with Collaboration:
Collaborative project management through Integrated Project Delivery principles, and Dispute Review Boards
can prevent and manage disagreements to keep projects on track.

Optimize Claims Management:
Establish clear claims procedures to manage and document changes. Prioritize mediation and arbitration over litigation
quickly resolve conflicts and maintain project momentum.
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ast-track design-build (DB)

construction is an increasingly

popular method for delivering

mega projects efficiently and cost-
effectively. Unlike traditional design-bid-build
(DBB) delivery, fast-track DB overlaps the design
and construction phases, reducing overall
project duration. This accelerated approach
introduces unique contractual complexities,
however, requiring strategic risk allocation, clear
communication, and robust contract provisions
to ensure successful project execution.

This article explores the contractual strategies
that owners, design-builders, and other
stakeholders should implement to mitigate
risks and maximize efficiency in fast-track
DB mega projects. It addresses key contractual
considerations, risk allocation mechanisms,
performance requirements, and dispute
resolution strategies.

Understanding Fast-Track
Design-Build in Mega Projects

Fast-track DB is a project delivery method

where construction begins before design
completion. This approach requires a high level
of collaboration between the owner, design-build
entity, and key subcontractors. Given the scale of
mega projects, such as airports, highways, and
industrial complexes, the contractual framework
must be carefully structured to manage evolving
design elements and construction uncertainties.
There are numerous advantages and challenges
that accompany a fast-track DB.

ADVANTAGES

- Time Efficiency: Overlapping design and
construction shortens project schedules.

- Cost Savings: Early procurement of materials
locks in pricing and mitigates market
fluctuations.

- Improved Collaboration: A single point of
responsibility enhances coordination.
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CHALLENGES: 3. Progressive Design-Build (PDB)

- Design Uncertainty: Changes during

- Involves phased design and price
construction can impact costs and timelines.

negotiations, enabling adjustments.
- Risk Allocation Issues: Unclear contract terms

- Useful for projects with evolving
may lead to disputes.

requirements.

- Quality Control Concerns: Fast-tracking may
compromise design quality without proper
oversight.

4. Cost-Plus with Incentives

- Encourages collaboration but requires

St]fOl’lg cost controls.
CONTRACT STRUCTURING FOR FAST-

TRACK DESIGN-BUILD MEGA PROJECTS - Incentive structures must be clearly

A well-structured contract is essential for defined to align goals.

managing risks and aligning stakeholder
expectations in fast-track DB projects. It is

In addition to selecting the right contract model,
owners should ensure they include necessary
contract provisions. These provisions include:

In addition to selecting the right 1. Scope Definition and Flexibility
contract model, owners should
ensure they include necessary
contract provisions.

- The contract should define the scope
broadly, with provisions for refinement.

important for owners to choose the appropriate
contract model to fit their specific needs.
Contract models for fast-track design builds
include:

1. Lump-Sum (Fixed-Price) Design-Build

- Provides cost certainty but may result
in higher contingencies due to design
uncertainty.

- Less flexible for changes unless
supplemented with appropriate clauses.

2. Guaranteed Maximum Price (GMP)
Contract

- Allows flexibility while capping the
owner’s financial exposure.

- Requires clear terms on allowable cost
overruns and shared savings.

- Incorporating progressive work packages
can help manage uncertainties.

2. Early Contractor Involvement (ECI) and
Preconstruction Services

- The contract should mandate ECI to
facilitate early input on constructability
and cost.

- Preconstruction agreements should
address design coordination and risk
identification.

3. Change Management and Design Evolution

- Arobust change order mechanism should
distinguish between owner-initiated
changes and scope growth inherent to
fast-track execution.

- Establish thresholds for allowable
modifications without requiring contract
renegotiation.
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4. Material Procurement and
Long-Lead Items

- Early procurement clauses should enable
the design-builder to commit to long-lead
items without design completion.

+ The contract should specify responsibility
for cost overruns due to design
modifications.

5. Performance Standards and Quality Control

- Contracts should emphasize performance-
based specifications rather than
prescriptive design to allow for flexibility.

- Quality assurance provisions should
require independent third-party reviews
at key milestones.

6. Payment Structures and Milestones

- Payment mechanisms should reflect
phased work completion rather than rigid
percentages.

- Retainage provisions should balance
incentivizing completion and ensuring
work quality.

Risk Allocation Strategies

Risk management is crucial in fast-track DB
mega projects, requiring equitable allocation
among stakeholders. While owners and
design builders both encounter unforeseen
site conditions, material price escalations,
and force majeure events, each party has its
own unique set of risks. Owners face unclear
project requirements, delays in permitting
and approvals, and financing risks. Design
builders, however, must confront cost overruns
due to incomplete design, coordination

of subcontractors, and compliance with
performance criteria. It is imperative that
risks to each party are identified and allocated
appropriately in the contract.

To mitigate such risks, parties should carefully
consider indemnification clauses, liability
provisions, and insurance requirements. The
contract should clearly delineate indemnification
obligations for design errors, safety incidents,
and third-party claims. Performance bonds,
professional liability insurance, and builder’s
risk insurance should be mandatory to ensure
all parties are protected. In addition, the owner
and design builder can implement incentives
and penalty structures into the contract to
drive efficiency. Such incentives include early
completion and cost savings, while penalty
structures like liquidated damages can address
potential delays.

Dispute Resolution

Given the complexities of fast-track DB mega
projects, effective dispute resolution mechanisms
are essential. A fundamental component of
dispute avoidance is collaborative project
management. By incorporating elements of
Integrated Project Delivery (IPD), such as shared
digital models and transparent communication
channels, project teams can foster a cooperative
environment where designers, contractors, and
stakeholders work together toward a common
goal. This integrated approach minimizes the
potential for misunderstandings and conflicts, as
all parties are aligned on project objectives and
progress. The use of shared technology further
promotes real-time problem-solving, enabling
quick identification and resolution of issues
before they escalate into formal disputes.

Another important tool in preventing disputes is
the inclusion of Dispute Review Boards (DRBs) in
the contract. These boards, typically composed
of neutral experts, are contractually mandated to
review and resolve disputes as they arise during
the project. DRBs offer the significant advantage
of addressing issues in real time, preventing
delays and keeping the project on track.
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Their involvement ensures that disputes are
handled quickly and fairly, without resorting to
formal litigation, thus preserving both time and
resources for all parties involved.

Claims Management

When disputes do arise, having clear claims
management procedures is critical to
maintaining project momentum. For time

and cost claims, the contract should specify
detailed procedures for managing Extension

of Time (EOT) requests and compensation for
acceleration. These procedures ensure that any
changes in the project schedule are properly
documented, evaluated, and agreed upon by all
parties. Clear guidelines help mitigate disputes
related to delays and keep the project on track
despite challenges. Similarly, alternative
dispute resolution (ADR) mechanisms, such as
mediation and arbitration, should be prioritized
over traditional litigation. These processes
provide a more efficient and cost-effective
means of resolving conflicts, particularly in
fast-track projects where time constraints are a
significant factor. Mediation, which emphasizes
collaborative problem-solving, and arbitration,
which offers a binding resolution without the
need for court involvement, can both expedite
dispute resolution and allow the project to move
forward without significant disruption.

Conclusion

Fast-track design-build construction offers
significant advantages for mega projects,

but its success depends on carefully crafted
contractual strategies. By structuring contracts
to accommodate flexibility, allocating risks
equitably, and implementing proactive dispute
resolution mechanisms, stakeholders can
navigate the complexities of accelerated project
delivery while minimizing disputes and cost
overruns.

Effective contracts serve as the foundation for
balancing speed, cost, and quality in fast-track
DB mega projects, ultimately ensuring that
project goals are met within the constraints of
time and budget.
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