On June 27, 2007 the following question was received from Board Member Paulette Burdick regarding Board Item PM11 Panther Run ES Project Modifications.
Question:  When is a GMP a true GMP?

Response:  The Guaranteed Maximum Price (GMP) is a true GMP, however it is only guaranteed within the terms of the agreement.  If you purchase a car and you and the dealer agree on a price, but then you say you want to add $2,000 worth of upgrades or you want the car delivered to New York instead of driving off the lot, it is not likely that the dealer is going to hold the same price that you previously agreed to.  The same is true with a GMP for construction.  If the District wants to change something or if conditions are different than what was mutually agreed on the GMP will change.

When we arrive at a GMP with a construction manager, we assign certain risks to each party.  The construction manager takes on certain risks such as material cost increases or replacing a subcontractor that fails to perform, and the District takes on certain risks such as unforeseen conditions.  If we ask the construction manager to take on all of the risks and hold their GMP regardless of the events, the GMP would be much higher, and the construction manager would keep all of the money he did not use for changes that did not occur.  The way we currently arrive at, and when necessary, adjust, the GMP, the District only pays for what it needs.
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