SAVE PROCEEDING 1995

THE FIRST USE OF INCENTIVE PAYMENT FOR VE
DURING DESIGN IN A CONSTRUCTION PROJECT

Larry W. Rowe, PE )
General Manager i
Mojave Water Agency

Harold G. Tufty, CVS, FSAVE

Editor, Publisher

VALUE ENGINEERING & MANAGEMENT DIGEST

Larry Rowe, P.E., graduated from California State Polytechnical
University with a BS in Civil Engineering; General Manager, Mojave
Water Agency, 1990 - present; General Manager/ District Engineer,
East Valley Water District, 1983 - 1990; East Valley Water District,
Assistant General Manager/ District Engineer 1981 - 1983; L. W.
Rowe and Associates, Principal Engineer, 1980 - 1981; San Bernardino
Valley Municipal Water District, Water Resource Division Engineer,
1973 - 1980. Professional affiliations: America Society of Civil
Engineers, American Water Works Association, National Water Wells
Association, American Water Resources Association, American
Meteorological Society. He is the author of several technical papers.

Harold Tufty, CVS, FSAVE, B-ME, (aeronautical), Univ. of
Virginia,’49. Since 1964 he has spent more than 90 percent of his
professional time in a variety of VE activities. He has led over 500
Value Engineering (VE) government or private sector teams in the
USA, Europe and Asia in construction, management and manufacturing
applications. Since 1972 he has been the editor and publisher of the
VALUE ENGINEERING & MANAGEMENT DIGEST, the only
commercial publication in the world, in English, devoted primarily to
VE. Joining SAVE in 1964, he has been a continual office holder at
either the chapter or national level, and served two terms as national
President. He has also been National Director for Federal Liaison
since 1974, He was elected a SAVE Fellow in 1985. In 1979, he was
the founding President, and again is President of the Lawrence D.
Miles Value Foundation, a non-profit tax-exempt corporation founded
to support SAVE’s long-range objectives.

ABSTRACT

design of a construction project and there was an
incentive payment for the VE effort. Also, the VE

This paper describes the first public sector use of
an incentive payment for VE during the design of a
construction project. This is a construction project
adaptation of the VE application concepts implicit in
the Federal Acquisition Regulation (FAR) concerning
the VE Program Requirement Clauses already widely
used for manufacturing in Defense Department
contracts.

APPLE VALLEY, CA - A bit of VE history has
been made on this 72-mile, $66.5-million pipeline
project in the parched, earthquake-prone Mojave
desert basin. An incentive was paid for savings from
VE during the design of this construction project.

The VE news is that the VE was applied during
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effort was paid for by the owner.

The source of this concept, called the VE
Program Requirement Clause (PRC), is in the
Federal Acquisition Regulation (FAR) which governs
over 100,000 contracts of the Executive Branch of
the federal government.

The use of the VE PRC is no news to the
Defense Department in its hardware procurement.
Briefly stated, in nonlegal language, the PRC requires
a contractor to perform VE on a specific contract
already in hand. The owner pays for the VE study,
and the savings are usually shared, 75 percent to the
owner and 25 percent to the contractor.

Our research tells us this Morongo Basin project
for Yucca Valley, some 100 crow-fly miles East
North East of Los Angeles over the San Gabriel
mountains, is the first time this special VE






