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Principles of Cost Recovery

If an extension of time is warranted, the Contractor will incur costs in maintaining his site
establishment and head office for a longer period than was envisaged

« "Cost” is actual cost incurred and may not be derived from estimated costs included in the
preliminaries or general items

« The general legal principle is to place the claimant in the position that he would have been,
had the breach not occurred

« Concurrent delay negates entitlement to claim Costs
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Principles of Prolongation Cost Recovery

In some cases, the contract may allow for recovery of profit in addition to Cost

 The Cost should be calculated at the time that the Cost was incurred and not for the extended
period

* Actual Cost must be demonstrated by reference to payroll information, invoices and the like

« Records of deployed resources are vital for a Cost claim to succeed
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Case Study - Red Rose Apartments

« The project comprises a five-story apartment building comprising sixteen luxury apartments on
Floors 1 —4, a ground floor retail area and basement parking

* A delay of 20 days occurred to the basement excavation when a pipe was uncovered
* An excavator and 6 labourers were standing idle during the period of delay
« The delay analysis demonstrated that the time for completion was delayed by 13 days due to

this event
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What may be claimed?

« 20-days standing time from 1 to 20 August 2018

« 13-days prolongation incurred costs during August 2018
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Standing Time

JOHNSON CONSTRUCTION GROUP

RED ROSE APARTMENTS
Cost Calculations - Standing Time

ICCP

ICG

Appendix Cost-2

Rev 0, 26/09/18
ltem ’:;'j“ Description Qty Unit n“:‘;;;; Total GBP
1.1 HP 1 |Labourers (6 no x 20 days) 120 Man days 84.71 10,165.30
1.2 HPF 2 |Excavator driver 20 Man days 107.81 2,156.28
1.3 HR 1 |Cat 320F excavator 20 Man days 200.00 4, 000.00
TOTAL 16,321.58
|
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Site Management,
Supervision, Admin and
Non-Productive Staff

<

CLAIMS
CLASS

JOHNSON CONSTRUCTION GROUP

RED ROSE APARTMENTS

ICCP

G

Appendix Cost-3

Cost Calculations - Site Management, Supervision, Admin & Non-Productive Staff

Rev 0, 28/09/18

Itemn c;':f Description aty | Unit ::;:;’;; Total GBP
21 | 881 |Project Manager; C Woodward 13 Days 27210 3,537.28
2.2 | 558 2 |Construction Manager; J Lewsey 13 Days 238.09 3,085.12
2.3 | 553 |contract Administrator; W Greenwood 13 Days 124 25 1,576.24
24 | 554 |Site Engineer; O Luger 13 Days 123.43 1,604.58
25 [S55 |Planner; M Tindell 13 | Days | 123.43 1,604.58

26 | 556 |Quantity Surveyor; P Vickery (50% of
time) 6.5 | Days 174.21 1,132.39
2.7 | 887 |HSE Manager; M Catt (33% of time) 4.33 | Days 140.36 G08.21
2.8 | HP 4 |Groundworks Foreman; B O'Driscol 13 Days 115.51 1,501.69
25 | HP 3 |Van Driver, K Wood 13 Days 82.41 1,201.35
TOTAL| 15,8581.41
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Site Establishment

CLAIMS
CLASS

JOHNSON CONSTRUCTION GROUP
RED ROSE APARTMENTS

Cost Calculations - Site Establishment
Rev 0, 2B/09/M18

Appandix Cost-d

Hem 1:::: Desaription Gty | unit :::"G'; Total GBP
a1 DE1 |Carfractors site afica 1 13 | Days | 1644 21370
32 | DE2 |Cortractorssiteofica2 13 | Days | 1184 15137
33 | DE3 [Engnes’'s ofice 13 | Daye | 1184 15137
34 | DE4 |Messmua 13 | Days | &8s sa04
35 | HR2 [Storage comsine 208 13 | Days | 283 19
38 | HR3 |Storage comaine 408 13 | Days | a9 5129
37 | HR4 [Siefencing and hoarding 13 | Daye [ 1151 14359
38 | DES [Conractors & engineer's ofios fumitre
and equipment 13 | Dms | 73 2498
38 | DEG |Coriracior and Enginesr's computers and
0 13 | Daye | am 106.85
310 | SO1 |Corfrackr teleghane and infermet {Extibit
c101) 13 | Das | an 5142
311 | 502 [Engnes’s teeghane and inermet (Extibit
C10z) 13 | Daye | 273 3647
312 | SO3 |Blecticity (Extilit C103) 13 | Days | 32 4167
313 | HRS |Photooopiers {2 na) 13 | Days | 658 5.4
114 | S04 |Security services (Extibit C104) 13 | Days | o883 1282 19
TOTAL 254062

ICCP
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Transport

JOHNSON CONSTRUCTION GROUP

RED ROSE APARTMENTS JcG
Cost Calculations - Transport Appendix Cost-5
Rev 0, 268/09/18
Item ’:;'f’ Description Qty | Unit ::;'G"E'; Total GBP
4.1 HR 6 |Project Manager car 13 Days 6.25 81.21
4.2 HR 7 |Construction manager car 13 Days 493 64.11
43 HR 8 |Ford Transit Cargo van 13 Days 4.93 64.11
L4 30 5 |Fuel costs (Exhibit C100) 13 Days 11.74 152.58
TOTAL 362.01
I
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Plant and Equipment

CLAIMS
CLASS

JOHNSON CONSTRUCTION GROUP

RED ROSE APARTMENTS

Cost Calculations - Non-Productive Plant and Equipment

ICG

Appendix Cost-6

Rev 0, El.lnl'ﬂ'ﬂﬁﬂ

ltem :;'f' Description Qty | Unit :‘:;'G"E"; Total GBP
5.1 HR 9 |[Dumper 13 Days 31.34 407 .45
5.2 HR 10 |Forkift 13 | Days | 128.00 1,664.00
5.3 HR 11 |Thecdoiite 13 | Days 1.97 25,64
5.4 HR 12 |Site level 13 | Days 1.32 17.10
5.5 DE7 |Sthil saw 13 | Days 0.68 8.80

TOTAL 2,123.10
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Contractual Costs

CLAIMS
CLASS

RED ROSE APARTMENTS
Cost Calculations - Contractual Costs

<
IccP

ICG

Appendix Cost-7

Rev 0, 28/09/18
ltem c;':;"" Description Qty | Unit ::;L"E'; Total GBP
6.1 CO 1 (Performance bond 13 Days 2216 288.10
6.2 CO 2 |Advance payment guarantee 13 Days 11.08 144.07
6.3 CO 3 |Contractor's all risks insurance (project
s pecific) 13 Days 15.40 200.20
TOTAL 632.37
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Finance Costs

JOHNSON CONSTRUCTION GROUP ICG
RED ROSE APARTMENTS
Cost Calculations - Finance Costs Appendix Cost-8
Rev 0, 28/09/18

ltem Description Substantiation | Qty | Unit ::;?E'; Total GBP

71 Retention deducted Interim
Payment Certificate Mo. 1, 31 Exhibit C70
July 2018 [tem 33, 707.00

T2 Bank interest rate per annum Exhibit C71 2.5%

73
Interest per annum on retention
842 68
T4 Days per year Days 365.00
T5 Interest per day 2.3
TG Interest for period of delay 13 Days 2.3 30.01
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Head Office Overheads (1)

CLAIMS
CLASS

JOHNSON CONSTRUCTION GROUP
RED ROSE APARTMENTS

Head Office Overheads

EMDEN'S FORMULA CALCULATOR

Rev 0, 28/09/18

ICG

Appendix Cost-9

Formula Stage 1
Annual HO OH & Profit

b 100

Annual turnover

Formula Stage 2
H%

X Contract Sum

X

H%

Days of delay

Contract period (Days)

= Amount
recoverable

From Audited Accounts
2015
2016
2017
TOTAL
Years
Average

Turnover (GBP) OH & P (GBP)
47,000,000 2,350,000
42,000,000 3,780,000
51,000,000 4,080,000

140,000,000 10,210,000
3 3
46,666,667 3,403,333

<
IccP
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Head Office Overheads (2)
Data Used
Currency: GBP
Annual turnover: 46,666,667
Annual HO OH & profit: 3,403,333
Contract sum: 12,134,567
Contract period (Days): 548
Days of delay: 13

Calculations Stage 1
3,403,333 X 100 = 7.20%
46,666,667
Calculations Stage 2
7.29% X 12,134,567 X 13 = 20,993
S48
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Summary

CLAIMS
CLASS

JOHNSON CONSTRUCTION GROUP

RED ROSE APARTMENTS
Cost Calculations - Summary

ICG

Appendix Cost-1

Cost

ltem Ref Description Total GEP
1.0 Cost2 |Costs Incurred due to Standing time 16,321.58
2.0 Cost3 | Site Management, Supervision, Admin &
Non-Productive Staff 15,861.41
.0 Cost 4 | 3ite Establishment 254082
4.0 Cost5 |Transport 362.01
50 Cost6 [MNon-Productive Plant and Equipment 2.123.10
6.0 Cost T |Contractual Costs 632.37
7.0 Cost8 |Finance Costs 30.01
8.0 Caost9 |Head Office Overheads and Profit 20,993.50
TOTAL 58,864.59

ICCP
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Salaried Staff Calculations

JOHNSON CONSTRUCTION GROUP

RED ROSE APARTMENTS
Salaried Staff - Daily Cost Calculations

ICCP

JICG

Appendix Cost-SS

Rev 0, 28/09/18
Salary Annual Bonus Car Allowance Employer's Panslon Total Cost Cost Per Day
1 Insurance Scheme
Ref Designation Name Substantiation | GBP / Annum | GBP / Annum | GBP / Annum 13.80% 7.50% GBP / Annum | GBP/ Day
A B c D= (A+B)x 13.8% | E= Ax7.5% |F=(Sum A-E)|G = F/ 365 days
S31 |Project Manager C Woodward Exhibit C01 80,000.00 2,000.00 - 11,316.00 6,000.00 99,316.00 272.10
55 2 |Construction Manager |J Lewsey Exhibit C02 70,000.00 1,750.00 - 9,901.50 5,250.00 86,901.50 238.09
S5 3 |Contract Administrator W Greenwood  |Exhibit C03 35,000.00 - 1,800.00 4,830.00 2,625.00 44,255.00 121.25
SA 4 |Site Engineer D Luger Exhibit C04 35,000.00 700.00 1,800.00 4,926.60 2,625.00 45,051.60 123.43
S8 5 |Planner M Tindell Exhibit C5 35,000.00 ¥00.00 1,800.00 4,926.60 2,625.00 45,051.60 123.43
S5 6 |Quantity Surveyor P Vickery Exhibit C06 50,000.00 1,000.00 1,800.00 7,038.00 3,750.00 63,588.00 174.21
S8 7 |HSE Manager M Catt Exhibit CO7 40,000.00 800.00 1,800.00 5,630.40 3,000.00 51,230.40 140.36
NOTES:

1. Annual bonus is the amount paid during 2017

c CLAIMS
CLASS
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Hourly Paid Labour Calculations

JOHNSON CONSTRUCTION GROUP

RED ROSE APARTMENTS
Hourly Paid Labour - Daily Cost Calculations

Appendix Cost-HP

ICCP

oG

Rev 0, 28/09/18
Travelling
Hourly Rate Hours Daly Cost Allowance (1.0 Total Pay Employer's Cost Per Cast Per
Insurance Working Day | Calendar Day
Ref Designation Substantiation hrs/day)
GEP |/ Hr Per Day GEP/day GEP/day GEP/day 13.80% GEP/ Day GBEP/ Day
A B C=AxB D=Ax10hrs | E=2SumC+D | F=Ex13.8% G=E+F H{1)
HF 1 |Labourers Exhibit C10 11.00 B8.50 93.50 11.00 104.50 14.42 118.92 B4.71
HP 2 |Plant drivers Exhibit C11 14.00 8.50 119.00 14.00 133.00 18.35 151.35 107.81
HF 3 |Transport drivers | Exhibit C12 12.00 B8.50 102.00 12.00 114.00 15.73 126.73 92 41
HP 4 |Foremen Exhibit C13 15.00 8.50 127.50 15.00 142.50 19.67 16217 115.51
Mote

1. Cost per calendar day = cost per working day x 5 working days/week x 52 week/year / 365 days/year

CLAIMS
CLASS
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Hire and Rental Costs

CLAIMS
CLASS

JOHNSON CONSTRUCTION GROUP

RED ROSE APARTMENTS

Hire and Rental - Daily Cost Calculations

Rev 0,28/09/18

Appendix Cost-HR

I0G

Hire [/ Rental Rate Par Multiplier for Daily Cost Per Day
Ref Dascription Source Substantiation Cost Cost
GBP GBPI Day

HR 1 Cal 320F axcavalar Dallagko Plant Hira Exhibit C20 25.00 Hour x B hrs 200.00
HR 2 Storage contamer 20 ft Intamal Exhibit C21 BD.00 Maonth x 12mith [ 365 days 2.63
HR 3 Storage contamer 40 it Intamal Exhibit C22 120,00 Maonth x 12mith [ 365 days 3.85
HR 4 Sila fancing and hoarding | Intemal Exhibit C23 350.00 Manth % 12mth / 365 days 11.51
HR & Fholocopiers (2 na) Office Leasing Exhibit C24 200.00 Manth ¥ 12mith f 365 days G.58
HR & Prajact Manager car Auto-Laasa Exhibit C25 1890.00 Manth % 12mth / 365 days 6.25
HR T Construction manager car  |Aulo-Leasa Exhibit C26 150.00 Manth % 12mth / 365 days 4.893
HR B Ford Transit Cargo wan Intamal Exhibit C27 150.00 Maonth x 12mith [ 365 days 4. 83
HRS |Dumper Intamal Exhibit C28 44.00 Day X3 da;‘;;‘ jiy:““’ 31.34
HR 10 | Forkift Dallaghio Plant Hire | Exhibit G249 16.00 Haur ® B hrs 128.00
HR 11 [Theadolita Intamal Exhibit C30 60.00 Manth ¥ 12mith f 365 days 1.897
HR 12 |Site leval Intamal Exhibit C31 40.00 Manth ¥ 12mith f 365 days 1.2

ICCP
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Depreciation Costs

JOHNSON CONSTRUCTION GROUP
RED ROSE APARTMENTS

Depreciation - Daily Cost Calculations

ICCP

G

Appendix Cost-DE

Rev 0, j_lB.l'ﬂ‘:'l.HB
F'”g{:‘t“ D"F::ﬁ::“" Depreciation (1) | Cost Per Day (2)
Ref Description GBP Substantiation Months GBP | Month GBP/ Day
A B C=AlB i ]
DE 1 |Contractors site offica 1 24 ,000.00 (Exhibit C40 48 &00.00 16.44
DE 2 |Contractors site office 2 17,000.00 (Exhibit C41 48 354 17 11.64
DE 3 |Enginears office 17,000.00 (Exhibit C42 48 5417 11.64
DE 4 |Mess hul 10,000.00 (Exhibit C43 48 208.33 6.85
DE 5 |Office fumiture and equipmant B,000.00 |Exhibit C44 A6 222.22 7.3
DE & [|Contractorand Enginears computers and IT 9,000.00 (Exhibit C45 a6 250.00 822
DE 7 |Sthil saw 250.00 |Exhibit C8 12 20.83 0.68
MOTES:

1. Dapraciation = Purchase Cost / Depradciation pernod

c CLAIMS
CLASS

2. Costl Par Day = Depreciation par month x 12 months §f 365 days
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Site Overheads

CLAIMS
CLASS

JOHNSON CONSTRUCTION GROUP

ICCP

ICG
RED ROSE APARTMENTS
Site Overheads - Daily Cost Calculations Appendix Cost-S0
Rev 0, 28/09/18
Cost Cost Per Day
Ref Description Substantiation (1}
GBP | Month GBP/ Day
50 1 |Contractor telephone and intemet | Exhibit C50 125.00 411
50 2 |Enginears lelephone and intemet |Exhibit C51 B3.00 273
503 |Electncity Exhibit C52 87.50 3.21
S50 4 |Securly services Exhibit C53 3,000.00 BB.63
505 |Fual costs Exhibit Co4 357.00 11.74
NOTES:

1. Cost Per Day = Cost parmonth x 12 months / 365 days

20



ICCP
Contractual Costs
JOHNSON CONSTRUCTION GROUP ICG
RED ROSE APARTMENTS
Contractual - Daily Cost Calculations Appendix Cost-CO
Rev 0, 28/09/18
Cost Cost Per Day
Ref Description Provider Substantiation (1)
GBP I Annum GBPI Day
o1 Padormance sacunty ABC Bank Exhibit Co0 8,0859.00 22.16
o2 Advance paymeani guaraniea ABC Bank Exhibit CB1 4 045.00 11.08
CO 3 |[Contractor's all nsks insurance (projact specific) | XYZ Insurance Exhibit G2 5,621.00 15.40
NOTES:

1. Cost Per Day = Cost par annum [ 365 days

c CLAIMS
CLASS
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Summary

 Principles of cost recovery

« Resources should be based on the project records
« Reduce all Costs to a cost per calendar day

* Each cost should be shown separately

» The daily cost for each Cost item should be calculated and shown

CLAIMS
CLASS
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Summary

« Each Cost should be clearly substantiated from the payroll and / or accounts records
* Add explanations of the calculations where necessary

 Include cross-references for easy auditing

CLAIMS
CLASS

ICCP
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INSTITUTE OF CONSTRUCTION
QU E STI O N S CLAIMS PRACTITIONERS

QUESTIONS?
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CONTACT DETAILS

TELL ME MORE

To learn more about the ICCP please visit:
www.instituteccp.com.

For general enquiries please contact Jennifer
Smith: jennifer.smith@instituteccp.com.

For membership specific enquiries please
contact: membership@instituteccp.com.

mmanna.
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INSTITUTE OF CONSTRUCTION
CLAIMS PRACTITIONERS




INSTITUTE OF CONSTRUCTION

QU E STI O N S CLAIMS PRACTITIONERS

[ —

Andy Hewitt
T. 4971 (0)50 446 1202

=
andy.hewitt@hewittdecipher.com

Claims Class:
WWW.constructionclaimsclass.com
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CLAIMS CLASS COURSES

* Topics
o Construction Claims
The Perfect Claim
Understanding Claims Under the FIDIC Contracts
Practical Use of the FIDIC Contracts
Delay Analysis — /in development
Contract Management for Non-Contractual Experts

O O O O O

« Courses can be studied via Live Online or In-person Workshops or Online E-courses

« E-courses are offered on a range of levels: basic, intermediate or premium
o Basic = video tutorials only

o Intermediate = Video tutorials + graded assignments, case studies, tutor support,
certification and CPD hours
o Premium = same features as intermediate but with the benefit of more in-depth

‘:CLMMSassignments, more resources, greater depth of learning and consequently, more CPD hours
CLASS 27



