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Outline 
• Sutter Health Summary 

 

 

 

 

 

 

 

 

• 1 Story, Some Results, Future Focus 

Design - Bid - Build  

Design - Assist 

Integrated Lean Project Delivery 

Components of Delivery Model 

Management and Tracking 
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Sutter Health – Who We Are 

 

 

 

 • Not for Profit Healthcare System 

• Northern California 

• 24 Acute Care Hospitals 

• 300+ Outpatient Care Clinics 

• 255 Active Capital Projects 

• $7 Billion Capital Plan 

• SB 1953 and OSHPD 

• Expanding Outpatient Services 
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• Unreliable Schedules 

• Unreliable Project Budgets 

• Value Engineering Reduces Approved Scope 

• Potential for Claims 

 

 

Sutter Health - Traditional Results 
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Traditional: Design - Bid - Build  
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Newer: Design - Assist 
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Outcomes: Design - Assist 

 

• 2 Large OSHPD Projects 

• Collectively $100M+ Over Budget 

• Delivered Late 

• Cost Overruns Surfaced Near End of Projects 
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Sutter Health – Sample of Larger Projects 

Eden  

$320 Million 
Replacement 

Hospital 

Alta Bates 

$463 Million 
Replacement 

Hospital 

Santa Rosa 

 $284 Million 
Replacement 

Hospital 

Cathedral Hill 

 $2.0 Billion 
Replacement 

Hospital 

St. Luke’s 

 $600 Million 
Replacement 

Hospital 

San Carlos 

 $210 Million MOB 
Campus 

Sunnyvale 

 $160 Million 
MOB 
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Sutter Health – 5 Big Ideas 
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Integrated Lean Project Delivery – What is it? 

• Lean Design and Construction – a production 

management-based approach to project delivery (LCI website) 

 

• Integrated Project Delivery – an approach that integrates 

people, systems, business structures and practices into a 

process that collaboratively harnesses the talents and 

insights of all participants to optimize project results, 

increase value to the owner, reduce waste, and maximize 

efficiency through all phases of design, fabrication, and 

construction. (AIA 2007) 
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Integrated Project Delivery Approach 
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Contracting – Integrated Form of Agreement 

Owner 

CM/GC Architect 
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• Ties the Team to the Validation Study 

• Includes Estimated Maximum Price (EMP) 

• Risk / Reward Plan 

Contracting – Integrated Form of Agreement 
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Alignment of Interests - Risks & Rewards 
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Only Changes Allowed to EMP 

 

• Differing Site Conditions 

• Force Majeure 

• Adverse Weather 

• Owner Directed Changes to Scope 

 

 

 

 

Contracting – Big Difference 



Owner 

Stakeholder 

 

CM/GC’s PM Architect’s PM 

Owner Rep 

Core Group 

Civil 

Structural 

Mechanical 

Electrical 

Plumbing 

Site 

Steel 

Mechanical 

Electrical 

Plumbing 

Framing 

Landscape 

Landscape 

Other 
Other 

Integrated Project 

Delivery Team 
Diagnostics 

Material Mgt 

Plant Operations 

Admin 

Food Service 

Imaging 

Contracting – ILPD Team Structure 
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Contracting – Sample Risk/Reward Partners 

Core 
Group 

Architect 

Electrical 
Engineer 

Mechanical 
Engineer 

Structural 
Engineer 

Low Voltage 
Engineer 

CM / GC 
Structural 

Steel 

Exterior Skin 

HVAC 

Plumbing 

Electrician 
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Alignment of Interests - Pro-Rated Profit Pool 
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• Create a Collaborative Environment Where Team 

Members Benefit from Driving the Cost Down and 

Maintaining the Agreed Quality, Program and 

Schedule 

 

Contracting - Alignment of Interests 
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• Team Behaviors Incentivized to Drive Down Cost  

• Team Motivated to Identify Potential Risks 

• Team Quickly and Efficiently Addresses Issues 

• Increased Production and Installation Efficiency 

 

 

 

 

 

Alignment of Interests – Benefits 
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• Design to the Budget, Not Budgeting the Design 

Target Value Design - Goal 
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Target Value Design - Driving Cost Down 
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 Goals:   

– Buildable and Coordinated Set of Plans 

– Automated and Accurate Layout  

– Inserting of Hangers Before Deck Pours 

– Prefabrication of MEP and Walls 

– Drive Productivity Gains 

 

Building Information Modeling (BIM) 
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BIM for Coordination - Skin and MEP Systems 
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BIM for Layout - Mechanical Fasteners 
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BIM for Prefabrication – MEP and Walls 



27  

BIM for Prefabrication - Hangers and Inwall 
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Schedule Management – Pull Planning 
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Schedule Management – LA and WWPs 
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Schedule Management – PPC 
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Schedule Management – Variances 
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Cost Management – Drywall Productivity 



33  

 

 

 

Cost Management – Design Productivity 
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Cost Management – Contingency Burn Rate 
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Nothing is Perfect - Roof Truss Example  
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Prefab Truss Installation 
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Truss Deflection 
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Truss Supplier Response 
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Truss Fix  
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Truss Fix Outcome  

 

• $250,000 Cost (design/construction) 

 

• $40,000 recovered from withheld retention 

• $210,000 cost to IPD Team 

• Loss of $70,000 in shared savings  

• Owner paid $140,000 in cost 

 

No Lost Time! 
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Recent Lean IPD Delivery Experience  

 

Completed Projects - $238.4 Million 

• Sunnyvale Medical Office Building - $160.3M 

• OSHPD Chiller & Electrical Replacement - $13.8M 

• OSHPD Behavioral Health - $20.7M 

• OSHPD Acute Psych Conversion - $2.9M 

• OSHPD Urgent Care - $5.6M 

• Dermatology and Sports Medicine - $14.4M 

• Los Gatos Primary Care Clinic - $20.7M 

In Process - $67.2 Million 

• Integrated Vision Center - $21.1M 

• Blossom Hill Primary Care Clinic- $11.3M 

• IR/ GI Renovations - $9.8M 

• Mid Peninsula Primary and Specialty Care - $25M 
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Completed Project Stats  

 

 

• All Projects Completed within Contract 

Schedules and Budgets 

• Net $25 Million in Unused Owner Contingency 

• All Projects Paid Profit to the Teams Plus 

Incentive Payments 

• No Change Orders for Additional Days  

• No Claims 
 

 

 

 

 

 



43  

 

 

Going Forward 

 

 

• Drive Down the Cost 

• Improve Benchmarking of Project Costs 

• Focus on Building Culture 

• Improve Transition to Operations 

• Change to Total Cost of Ownership Model 

• Speed Up Delivery Times 
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Thank you! 

Contact Information: 

James Pease 

Sutter Health – Facility and Property Services 

peasejd@sutterhealth.org 

650-833-8773 

 

Questions? 

mailto:peasejd@sutterhealth.org

