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PERFORMANCE CONTRACTING OPEN BOOK PARTNERSHIP 
 

Siemens Building Technologies, Inc., has entered into exclusive open book 
financial arrangements with customers. We value this type of business 
relationship since it represents the development of a long-term partnership.   
Siemens values the relationship we have had with Wayne State University.  We 
look to further our partnership with an Open Book agreement that will provide 
transparency and give assurances that Wayne State University is getting fair 
market value and be a reflection of a true partnership. 
 
The following situations are generally a factor when establishing true open book 
accounting arrangements: 

 Desire to build a long-term partnership 
 Sole-source agreement 
 Negotiating a master contract 
 Providing a contract vehicle for several locations and phases 
 Mutual non-disclosure to protect confidential information 

 
We have entered into such arrangements with both private industry and the 
federal government and find that the methods are extremely similar.  
 
The key is to establish: 

 Common understanding of each party’s accounting definitions 
 The level of risks on each side of the arrangement 
 Customer expectations of performance and responsibility from Siemens 

Building Technologies, Inc. 
 A mutual trust 

 
Intended Pricing Methodology 
Siemens is paid for services that we perform using a direct cost method, which is 
based on actual project costs and actual overhead attributed to the delivery of the 
project.  After all costs are accounted for, Siemens expects a reasonable profit 
recovery to deliver to its shareholders. Under this approach we are only charging 
based on the actual value we bring to the project. Fees are not calculated as a 
percentage of the project’s total combined savings.  No miscellaneous 
“management fees”, or fees associated with “general conditions” are attached to 
our solutions.   WSU will be ensured that the project is fair market value. 
 
Transparency 
Our client’s have full access to and review of all project and overhead costs, under 
this agreement, these can be audited by our client at any time, at their expense. 
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Cost Categories 
Siemens methodology is true turnkey approach based upon direct costs that 
typically include: 

 
Cost of preparing technical audit  

 Energy engineering 
 Other engineering fees  

 
Design and development costs 

 Engineering fees 
 Design drawings 
 As-built drawings 
 Permits and other fees 

 
Implementation costs of conservation measures 

 Labor (mechanics, technicians, specialists) 
 Project management 
 Construction documentation 
 Material / equipment  
 Siemens manufactured products 
 Outside purchases 
 Subcontracts 
 Miscellaneous project support costs 

 
Performance Assurance Programs 

 Training   
 Utility monitoring and verification  
 Systems performance review and evaluation. 
 Quality assurance and documentation 

 
Optional Technical support programs 

 Preventive maintenance 
 Maintenance and repairs 
 On-line/On-site technical support 
 Energy consultation 
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Comparison to Capital Construction 
Capital construction typically carry a range from 20-25% of all project funding 
allocated for associated design fees which include: 

 Architectural fees 
 Engineering fees 
 Design drawings 
 Plan review 
 As-built drawings 
 Permits and other fees 

 
Additionally, general contractors typically carry a range of 10-15% overhead and 
5-10% profit recovery on, or included in costs which can include: 

 Labor (mechanics, technicians, specialists) 
 Project management 
 Construction documentation 
 Material / equipment  
 Outside purchases 
 Subcontracts 
 Miscellaneous project support costs 

 
The Real Truth 
Some may perceive that ESPC projects cost more to implement than traditional 
capital construction.   This is based on the typical allowable general contractor 
markup range from 10-15% overhead and 5-10% profit.  However, the 20-30% 
design fees need to be recognized as part of the entire project costs, in addition 
to the unexpected costs of change orders. 
 
The real truth is that, in many cases, Siemens fee structure will ultimately cost 
LESS than traditional capital construction.  Not only will costs be less, but the 
owner will benefit from Siemens’ project performance guarantees and savings 
guarantees, items usually not associated with capital construction projects. 
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Traditional Construction Cost Model VS Performance Contracting Cost Model 
The following charts show the typical cost breakdown of traditional construction projects, from 
design start to finish, VS performance contracting projects.  While not a direct comparison, you 
can see once all of the project costs are accounted for, a Performance Contract as a true turn-key 
model, can actually cost less while delivering more value to the owner. 
 

Traditional Construction Project Costs 
          

 
 
 

Performance Contracting Project Costs 
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Sample of Open Book Methodology 
The following is a sample of an actual open book pricing model used for a city project recently. 
 
Confidential information, not to be shared beyond intended parties. 
 

 

  



Wayne State University 
      Energy Savings Performance Contracting Proposal        

 
    
 

 Building Technologies Division 
Page 6 

                               August 2011 
  

Details for Indirect FIM Costs 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  
 


