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| have to admit, I’ ve grown fond
of the gecko that talks to us about
insurance. I’m willing to bet,
most of usdon’t know anymore if

he’ s a gecko or a Geico.
(Continued on page 5)
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Value Engineering:
The Good, the Bad and the Better

Health Savings

Accounts

By Debra Gervase, PCIA Executive VP
Group Benefits 810.224.5278 or
dgervase@pciaonline.com

Health Savings Accounts (HSAS)
are arelatively new healthcare pro-
gram. They pair a high-deductible
health insurance plan with a health
savings account to cover medical
expenses until the deductibleis

(Continued on page 3)
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An Update on
|dentity Theft

By Tony Preston, PCIA VP Personal Lines
810.224.5267 or tpreston@pciaonline.com

Shakespeare said it well in Othello:
"But he that filches from me my
good name/Robs me of that which
not enriches him/And makes me
poor indeed.”
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The following material
is provided for informa-
tional purposes only.
Beforetaking any ac-
tion that could have "
legal or other impor-
tant conseguences,
speak with a qualified
professional who can
provide guidance that
considers your own
unigue circumstances.
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Vaue Engineering, or VE, isaconcept that was conceived by General
Electric (GE) during World War 11. Faced with material and labor
shortages, GE instituted a process designed to identify substitute mate-
rials and processes that would reduce costs or improve functionality
and performance. This process of re-engineering products to improve
cost-effectiveness and value gained steam and eventually GE devel-
oped a systematic procedure to apply to all of its products. The success
of that effort led many industries, including the construction field, to
apply the same VE principles.

Today, project owners are turning to VE as a method to minimize
waste and cost and to maximize functionality and profitability on new
construction projects. Performed correctly, VE is advantageous for all
parties involved and presents income opportunities for design firms
who become certified value engineers. Performed incorrectly, however,
VE presents the potential for added costs, time and liabilities to the de-
sign firm of record.

(Continued on page 2)
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Let’stake acloser look at the good and the bad of
VE, and how you can make the process work better
for you in the future.

The Good

Value Engineering refers to a detailed, systematic set
of procedures implemented to achieve optimum
value. The procedures typically involve:

Gathering information about a product or func-
tion

Analyzing the current engineering of the product
or function

Brainstorming creative aternatives to re-
engineering the product or function

Evaluating and testing the most promising ideas
to create value

Developing and presenting the best VE approach
Implementing the new engineering process
Tracking results and following up as necessary.

Applied to a construction project, the goa of this
VE processisto eliminate or re-engineer design and
construction features that add cost but do not add
corresponding value to a project. “Vaue’ istypi-
cally measured as improved quality, functionality,
life, utility and/or appearance.

With VE, certified value engineers analyze design
concepts, specifications, construction techniques,
materials, building systems, building types, and up-
front versus life-cycle costs to arrive a a plan for
achieving the best overall value. Often, the value
engineer works closely with the architect or engi-
neer of record. In fact, many value engineers prefer
to include the designers on their VE teams.
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Thisformal or “scheduled” VE is best planned at the
onset of the project as an integral part of the design
process. Idedlly, a VE team includes the value engi-
neer, key representatives of the owner, the prime de-
sign professional, the contractor, the construction
manager (if any) and the project's professional cost
estimator (if any).

Through formal meetings, the group identifies po-
tential savings and improvements, large and small.
The owner and the prime design professiona evalu-
ate these findings and discuss the impact of the
group's recommendations on the project. Key to the
cost-effectiveness of this approach isthat the
owner's decisions are implemented by the prime de-
sign professional during the initial design devel op-
ment phase, thereby eliminating the need to go back
and revise schematic design documents. Carried out
in this manner, VE can be an enormous benefit to
both the owner and the design professionals as a way
of verifying the planning, design and financial wis-
dom of their decisions.

TheBad
Aswith many systematic procedures that require a
high level of expertise, Vaue Engineering has
spawned some wannabe copycats. Throughout many
industries, uncertified individuals have attempted to
marketing their services as Vaue Engineering while,
in reality, they are performing scaled-down services
that focus primarily on cost-cutting, rather than
value-building or cost effectiveness.

(Continued on page 3)
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(Continued from page 2)

Within the construction (Continued from page 1)
industry, VE is some- reached. HSAs represent a break-
times used to describe a through strategy that can lower
process marketed to pro- healthcare costs today and increase
ject owners as a cost- retirement savings for future health-
cutting tool. This care needs. Money placed into an
~ "informal" value engi- HSA can be withdrawn at any time,
neering can be performed before as well as after retirement, if
by design professionals, the money is used for medical care
general contractors, con- expenses. Money not spent in one
Informal cost-cutting can deteriorate styuction managers, cost year may roll over to the next and
into unscheduled second-guessing of €stimators or others who even beyond age 65.
the original design. are not certified value engi-
neers. Thoughts to consider:
. HSAsare “the better rainy day
These cost consultants often provide advice to the owner through- fund” approach to healthcare.
out all phases of the project. Thereisusualy no formal, pre- Save money on health insurance,
scheduled value engineering process. Recommendations to cut and medical expenses.
costs can occur late in the design process, usually without consider- . HSA contributions are from pre-

ing compensation for the added work for the design firm of record.
Worse, cost-cutting changes can be made to the original design dur-
ing the construction phase, sometimes without the designer being

tax dollars, and can be made by
the company and/or the individ-

ifi e ual/employee.
notTed. HSAs are controlled and owned
Worst case, thisinformal cost-cutting process can deteriorate into by individuals’employees.
what amounts to unscheduled second-guessing of the original de- - HSAs accumulate from year to
signer by the consultant hired to cut costs with little concern for year (it'snot “useit or loseit”),
long-term value. In fact, some of these so-called VE firms base and are portable.
their compensation on how much money they save the owner. This . HSA payouts for qualified medi-
poor substitute for formal VE can undermine the designer of record cal expenses are tax-free.

and reduce the quality of the project. HSAs accumulated capital, inter-

Too often, this type of informal VE excludes or severely limits the est and dividends are tax-free un-

involvement of key team members. Typically, the consultant unilat- til ret rement.. _
erally makes cost-cutting recommendations to the owner. The - HSAsare an inheritable asset.
owner then decides what changes to make in the project scope, - HSAsarenot for everyone.

building systems or materials, and directs the design professional to
(Continued on page 4)

il ProFESSIONAL CON

MICHIGAN | ILLINDIS |  Visit our Website www.PClAonline.com | Contact Us at 1,800,369 4041 @l INSURANCE AGENCY



A Publication for Design Professionals

A RISK REVIEW

Value Engineering

(Continued from page 3)
revise the design concepts and previously prepared
documents accordingly.

There are several issuesto consider here. Introduc-
ing thisinformal VE late in the course of the project
— particularly during or after the construction docu-
ments phase — can be risky and expensive. Y ou and
your project team will face awhole new set of prob-
lems and potential liabilities.

Late VE can disrupt the design and construction
drawing preparation process. It may mean rethinking
fundamental decisions and call for subsequent redes-
ign and reproduction of construction documents to
reflect the changes. All thiswill require additional
time that will impact schedules and budgets. The
result can be reduced quality, increased life-cycle
costs and an unhappy client —all resulting inin-
creased liabilities.

Certainly, if thisinformal VE resultsin adversarial
relationships, there is a much greater likelihood of
conflict and claims. Thereis aso a greater potential
for errorsin revising the construction documents af -
ter bids have been received because of the tight time
and budget constraints under which such revisions
typically need to be made. Changes made in haste
may not allow for proper coordination and checking.
There is often significant pressure to accept a lesser
level of quality or inferior products or building sys-
tems — although these cheaper alternatives may sig-
nificantly increase the costs of operation and mainte-
nance over the life of the project.

The Better

Properly executed, Vaue Engineering can lead to a
better project for al parties involved, including the
design firms. VE can identify better waysto build a
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mousetrap — and your client’s project. You can learn
of new techniques, new systems and new materials
from aqualified value engineer. VE can result in pro-
jects that apply the latest in technology and result in
high performance buildings with improved sustain-
ability, greater energy efficiency and alonger, more
profitable lifecycle.

(Continued on page 5)

Important questions you should consider
when evaluating use of value engineering:

- Who is the value engineer? Is he/she certified? What
is his/her track record?

- Is the value engineer's compensation based solely or
largely on the amount of cost savings generated?

- Does the VE process begin at the early design stage?
- What is my role in the VE team?

- If my design is evaluated and re-engineered, what is
the extent of my responsibility to modify it?

- How will | be compensated for re-design work?

- What is my recourse if | disagree with the value engi-
neer's recommendations?

- Do | have a responsibility to make changes that | be-
lieve are inappropriate?

- What happens if the changes affect the permits or li-
censes obtained for the original design?

- What if a lawsuit results from the redesign changes —
am | liable?
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Clearly, however, any design firm that hears the words “Value En-
gineering” associated with one of
its projects should take notice.
Ascertain whether the project
owner isindeed hiring a certified
value engineer. Determine

Any design firm that
hears the words “Value

, Engineering” associated
whether aformal VE processis . : :
being instituted from the earliest W1t On€ Of its projects
design stage or whether it'sreally =~ Should take notice.
just a cost-cutting exercisein dis-
guise.

Develop a clear understanding with your client as to the extent of
your obligations to redesign in order to accommodate decisions
based on the VE process. Y our contract should include a clause to
limit responsibility and liability for redesign imposed by others
and to give you the ability to object to the recommendations of the
value engineer. In addition, make certain any redesign you provide
will be performed as an additional service and compensated for
accordingly.

Of course, if you feel thereis athreat to public health and safety if
certain recommendations are implemented, document your refusal
to make such changes and follow up with both the value engineer
and your client to try to reach aresolution. If your concerns are not
allayed, you may have a duty to notify appropriate building safety
agencies in accordance with your obligations under your license.
Seek legal counsel before proceeding.

Conclusion

During the design process, you engage in your own form of VE
each and every day. Y ou’' ve made thousands of cost-benefit deci-
sions based on your knowledge and experience. The quality of
these decisions largely depends on your understanding of the
owner's expectations, desires and requirements. Frequent, open
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(Continued on page 6)

Marketing...

(Continued from page 1)

Great job of branding anew namein
amarket that is crowded with brand
names that enjoy decades of familiar-

ity.

Enter the caveman. Now the brand-
ing is moving beyond name recogni-
tion to brand experience. What can
the customer expect when they work
with this company? Thisbranding is
hard because it moves beyond clever
marketing campaigns into the guts of
the company.

What is your firm’s brand experi-
ence? What are you really about?
What can your clients expect when
they interact with you—from the re-
ceptionist, to business devel opment,
to project management, to accounts
receivables? The gecko'sclaimis
that their system is so ssimple a cave-
man could use it.

What experience do your clients get
when they work with you? That’s
your real brand. And it's more pow-
erful (and more difficult to establish)
than any name recognition campaign.

Ledlie Kusek is president of LMK
Consulting, a firm providing strategic
mar keting expertise to professional ser-
vice companies. She can be reached at
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(Continued from page 5)
and clear communication allows you to consider alternative solutions, propose choices for the owner, try dif-
ferent approaches and deliver creative and cost-effective design solutions.

If an owner proposes Value Engineering, point out that while VE can add value, it doesn't always translate
into cost savings. The process typically adds additional design devel opment fees with no guarantee of re-
duced construction or maintenance costs. The goal is long-term cost-effectiveness and value, not up-front
cost reduction.

Can We Be of Assistance?

We may be able to help you by providing referrals to consultants, and by providing guidance relative to
insurance issues, and even to certain preventives, from construction observation through the development
and application of sound human resources management policies and procedures. Please call on usfor
assistance. 1.800.969.4041.

PROFESSIONAL CON
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(Continued from page 1)

Identity theft is now the fastest growing crimein America. It
happens when a criminal wrongfully obtains and uses the per-
sonal information belonging to someone el se--perhaps to you.
Such personal information may include your Social Security
number, credit card numbers, or the ATM PIN code for your
bank account. Although you may think you are careful with
thisinformation, identity thieves are clever and can obtain this
information in any number of ways.

A popular method is "shoulder surfing" where the thief just
stands near the ATM and watches as you key in your PIN. Or
the thief may listen in on your phone conversation as you
make hotel reservations with a credit card.

Many of us have gone fishing at one time or another. Well, ID thieves utilize "phishing" as away to get your
personal information. They send out fake e-mails, purportedly from banks or credit card companies, indicating
that there is a problem with your account. In order to "verify" your account, they ask for your Social Security
Number and other information. Many people respond in good faith to these inquires. As aresult, their identi-
ties are often stolen.

While most people would not be caught dead going through atrash bin, "dumpster diving" has become a new
gport for ID thieves. They go through dumpsters looking for things such as bank statements, checks, or credit
card statements--items that contain your address and account number.

We could go on and on with examples of identity theft, but you get the picture. There are several things you
can do to protect yourself.

If you have to give out personal information over the phone, make sure you know who is at the other end
of the line. Also, make sure no oneis close by, listening to your conversation.

When using an ATM, ensure that no one is watching you.
Shred all bank statements and credit card bills before you throw them away.
Do not respond to any e-mail inquiries for your information without first calling the sender.

Y ou can also now purchase an endorsement to your homeowners insurance policy to cover expenses you incur
in case your identity is stolen. For just afew dollars a year, you may purchase up to $15,000 of such protec-
tion. Please call your insurance agent for more information.
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