Owner’s Reference
How Predictive Al will Change Construction Close-Out Audits

Introduction:

If you think your construction auditor is prepared for Al, prove it to yourself by asking one
simple question:

Does the Construction Close-Out Audit include confirmation that the
project’s data has been delivered to the Owner’s IT experts and that this
data is now safe and catalogued? '

Your construction close-out audit will check to confirm the security and storage of such
project deliverables as 1) as-build drawings, 2) attic stock, 3) warranties, and 4) operating
manuals. What about the project’s data? Well, if your auditor does not also confirm the
security and storage of the project’s data then the auditor is likely not keeping up with where
Al and other high-tech tools are taking Owner project management.

Al will change the way Owner’s oversee construction projects.

Background:

Artificial Intelligence (Al) has more band width and can process data faster than any human
ever can. Al capabilities generally fall into one of three categories:

1. Generative
2. Predictive
3. Proscriptive

Most of the Al that you are exposed to today is really Generative Al. Generative Al will help
you write your emails or do your performance reviews. It is people why companies are
fighting over intellectual property rights for data stored in the cloud. It is also why small
companies are so worried about losing their intellectual property when they put information
in the cloud.

Predictive Al will grow significantly over the next several years. Predictive Al uses past data
to identity relationships and then to develop algorithms that are applied to current data.
Consider for example what the volume of request for information (RFI) data might tell the

" Arelated question is, “Did the Owner incorporate its Data Privacy Policy into its contracts with all third-party
providers (e.g., A/E, CM, Subcontractors)?
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Owner about possible future cost overruns or schedule delays. This is where Al will impact
how Owners manage construction projects.

What is Unique About Construction:

Construction is unique because throughout history Owners have always abdicated
management of the construction project to general contractors (GCs) or construction
managers (CMs). This is done because Owners are typically not skilled at building.

Unfortunately, in the era of Al, there is a significant cost to this approach. What the Owner
often does not realize is that it is also giving away valuable data that it will one day need to
implement a Predictive Al protocol.

The GCs and CMs know that this data is priceless in supporting at least two revenue streams,
operations and data sales. Imagine whatthe Owner’s Board of Directors (BOD) will say when
the GC or CM consolidates and de-identifies the data it has collected and then sells it back
to the Owner. The de-identified data will be used by the Owner on future construction
projects but 1) it will not reflect the unique capabilities of the Owner because it will be
averaged with other owner data, and 2) it will contain the same data that the Owner once
possessed but never kept.

It is time for the Owners to prepare for Predictive Al. One way to accomplish this is to
enlighten the construction auditors to the future impact of Predictive Al and the importance
of the close-out audit confirming that the project’s data has been turned over to IT and that
itis now safe and catalogued.

What Construction Project Elements Will Be Affected by Predictive Al:

The short answer to this question is “EVERYTHING,” including:

Site safety and the Owner’s public image (i.e., brand).
Project feasibility and return on investment (ROI).
Design schedule performance.

Final Project cost.

a bk owbd=

Construction schedule performance.

How Owners Can Prepare for Predictive Al:

Owners must take action now to prepare for Predictive Al’s impact on construction projects.
Specific actions include:

1. Clean up the Internal Controls used to manage construction projects, including:
a. Feasibility analysis and budgeting.

A/E and GC/CM bidding procedures.

Billing (e.g., CM pay application) approval procedures.

Contract compliance confirmation protocols.

Subcontractor bidding procedures.
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2. Update all third-party contracts to establish ownership and who is authorized to use the
Project’s data. ?

3. Decide on the intermediate and long-term approach to construction data warehousing
(i.e., will the owner rely on Inhouse capability, third-party expertise or a combination of
inhouse and third-party): 3
a. Who will store and catalogue the data?

b. Who will deploy Predictive Al on the data to identify relationships and develop
algorithms?

c. Who will deploy the Predictive Al generated algorithms on current project data?

d. How will the results of Predictive Al be presented and who will receive these results?

4. Educate seniorleadership that Predictive Al will establish warning protocols for potential
problems on current projects.

How Will Predictive Al Affect The Construction Close-Out Audit:

Today’s construction project leaders must understand the value of a project’s data to future
projects. This includes the construction auditor. Since the current project’s data will be
needed to supportthe success of future projects, itis reasonable to assume that the security
and storage of the project’s data is becoming equally as important to the Close-Out Audit as
as-build drawings, attic stock, warranties, and operating manuals. Therefore, construction
auditors need to add data security and storage to their list of items to test during a
Construction Close-Out Audit.

21f the Owner does not have a written Data Privacy Policy then we recommend that the Owner engage a
qualified attorney to prepare and promulgate this policy.

3 Note that Microsoft signed a long term power supply contract with the Three Mile Island nuclear power plant
to ensure that it would have an uninterrupted power source for its planned data warehouses.
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