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NORTH AXIS EAST AXIS

INTEGRATION PROJECT RIO SÃO FRANCISCO



This Unknown Author Photo is licensed under CC BY-SA

BATCH 4
Contract signed on 06.28.2008
Term: 40 months
BRL 185,972,519.37/US$ 49,730,990 



FIRST ISSUES
ORDERS OF SERVICE - BATCH 4

DATE TERM AUTHORIZED SERVICES
09/08/2008 2 months Mobilization and construction site

01/19/2009 5 months Mobilization and construction site

04/08/2009 3 months Mobilization and construction site

11/03/2009 4 months Mobilization and construction site

01/31/2009 3 months Mobilization and construction site

05/19/2009 3 months Mobilization and construction site

08/01/2009 3 months Mobilization and construction site

01/22/2009 6 months Maintenance of site and local administration; deforestation, clearing and cleaning of the 

channel strip between the Reservoir and the Túnel Milagres

07/30/2009 6 months Maintenance of site and local administration; deforestation, clearing and cleaning of the 

channel strip between the Reservoir and the Túnel Milagres

01/28/2010 6 months Maintenance of site and local administration; deforestation, clearing and cleaning of the 

channel strip between the Reservoir and the Túnel Milagres

08/01/2010 6 months Maintenance of site and local administration; deforestation, clearing and cleaning of the 

channel strip between the Reservoir and the Túnel Milagres

05/27/2010 540 Days Civil works of canals; internal and external drainage; walls and fences; civil works Dam of 

Milagres; Túnel Milagres; camp maintenance, construction sites and local administration.



INTERFERENCE TIME TIME INTERVAL

Waiting for service order issuance 07/28/2008 09.08.2008 42 days

Waiting for site approval for the site 09.08.2008 01/27/2009 141 Days

Partial activities at the site (plant 
suppression and area demarcation due to 
lack of total release)

01/27/2009 02.20.2009 24 days

Site Area Total release 02.20.2009 03.31.2009 39 days

Partial activities at the site (plant 
suppression and area demarcation due to 
lack of total release)

03.31.2009 05.11.2009 41 days

Suspension of the release of partial access 
to the site by the owner 05.11.2009 10.15.2009 157 Days



SERVICE UNITY Quantity

Milagres reservoir cleaning HA 30.69

Manual launching and compaction of manholes M³ 958.94

Scaffolding for the execution of drains M³ 435.46

1st cat. Excavation. Loading and transport up to 1.0km for Drainage M³ 1,659.00

Water depletion with pump HP / HR 2,000.00



Picture: Landfill Execution and manual compaction



Picture: Scaffolding for frame mounting



Picture: Scaffolding for the execution of drains/siphons



Picture: Excavation for drainage/siphoning in confined space



Picture: Excavation for drainage/siphoning in confined space



Picture: flooded Area between stakes 6002 and 6260 of segment 1221



Picture: Water depletion in wetlands - Segment 1221



Source: G1 – Jornal Nacional 11/26/2012 (http://g1.globo.com/jornal-
nacional/noticia/2012/11/obra-que-poderia-aliviar-efeitos-da-seca-no-ne-esta-
atrasada-e-mais-cara.html, accessed in 07/27/2018)

Edition of the 11/26/2012
11/26/2012 21h57 - Updated 11/26/2012 10h12pm

Delays almost double cost of the work of 
transposition of the São Francisco River
By the initial forecast, transposition of the Rio São Francisco (São Francisco River) 
should already be ready, but advanced only 43%. Cost would be of BRL 4.5 billion, but 
two years ago the value rose to BRL 6.8 billion and now stands at BRL 8.2 billion.

The Court of Auditors of the Union investigates the expenditure.

"Irregularity has many, because from the beginning of this project, 2003 to here, he has been 
struggling with difficulties precisely because the project is missing, a work that starts without a 
project. You know how it starts, but you would never know how it ends” says Raimundo Carreiro, 
TCU minister.

The TCU ordered the opening of a process to monitor what happened at each stretch and punish 
those responsible for the irregularities. The Ministry of National Integration admits management 
problems and is reviewing the contracts with the builders.

"There is management problem in the ministry, there is of course there," said Robson Botelho, 
director of the department of Proj. Ministry of National Integration Strategy. "We spent almost the 
entire year of 2011 negotiating with companies to continue their work. Some of them stayed. Others 
want to leave.”

"The work was started with a basic project, and during the execution of a part of the activities the 
executive project was developed. At this point, we noticed a difference between the natural project 
and the executive project, and we are doing all the adding of the contracts within the law. of the 
25% allowed by law, but that people do not lose confidence. Those people have faith. Yes, The 
water will arrive, in 2015” said the minister.

USD 2.19 billion

http://g1.globo.com/jornal-nacional/noticia/2012/11/obra-que-poderia-aliviar-efeitos-da-seca-no-ne-esta-atrasada-e-mais-cara.html


ADDITIONAL SERVICES

BATCH 4

• Tank cleaning;

• Manual launching and compaction of manholes;

• Scaffolding for the execution of drains

• 1st cat. Excavation. Loading and transport up to 1.0km for

Drainage;

• Water depletion with pump;



PAYMENT DELAY

MEASUREMENT TIME INVOICE 
ISSUANCE Expiration NUMBER 

INVOICE
DATED

RECEIPT DELAY DAYS

1st to 8th 09/08/08 05/08/09 06/08/10 07/08/10 1401 07/27/10 19
9th a 14 05/09/09 10/31/09 06/08/10 07/08/10 1402 07/27/10 19

15th to 19th 11/01/09 03/31/10 06/08/10 07/08/10 1403 07/28/10 20
20th 04/01/10 04/30/10 06/17/10 07/17/10 1423 07/28/10 11

21st - A 05/01/10 05/08/10 08/30/10 09/29/10 1472 10/11/10 12
21st – B 05/09/10 05/31/10 08/30/10 09/29/10 1473 10/11/10 12

22nd 06/01/10 06/30/10 08/30/10 09/29/10 1474 10/11/10 12
25th 09/01/10 09/30/10 11/29/10 12/29/10 1541 01/04/11 6
27th 11/01/10 11/30/10 12/20/10 01/19/11 1602 02/02/11 14
29th 01/01/11 01/31/11 03/04/11 04/03/11 1645 04/07/11 4
31th 03/01/11 03/31/11 05/02/11 06/01/11 1675 06/02/11 1

36th to 37th COMPL 08/01/11 09/30/11 08/17/12 09/16/12 2069 11/29/13 439
36th to 37th COMPL 
(complementary)

08/01/11 09/30/11 10/08/13 11/07/13 2234 11/29/13 22

44th FINAL 04/01/12 04/30/12 02/16/16 03/17/16 2562 03/24/16 7

BATCH 4



BATCH 3 BATCH 4 BATCH 13

New Prices
USD 2,924,182.94

New Prices
USD 367,842.81

New Prices
USD 855,148.57

Prices without balance 
USD 288,153.45

Prices without balance 
USD 190,582.54

Productivity
USD 3,511,836.66

Productivity
USD 4,001,039.13

Productivity
USD 7,766,776,25

Total (p0)
USD 6,724,173.07

Total (p0)
USD 4,368,881.94

Total (p0)
USD 8,812,507.36

FINAL VALUE OF CLAIM INTEGRAL 
BATCHES 3, 4 AND 13



1) CLAIM TO THE SITE'S OWNER

2) PRECAUTIONARY MEASURE OF PREVIOUS PRODUCTION 
OF EVIDENCE

3) JUDICIAL ACTION FOR COLLECTION OF THE DUE VALUES

PROVISIONS ADOPTED
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How HOOH $$ Generated?

HOOH COST
$1.0 million/year

Contract A
$10.0 m

Contract B
$10.0 m

Contract C
$10.0 m

Contract D
$10.0 m

Contract E
$10.0 m

5 x $200,000



Impact on HOOH When Project 
Delayed

HOOH COST
$1.0 million/year

Contract A
$10.0 m

Contract B
$10.0 m

Contract C
$10.0 m

Contract D
$10.0 m

Contract E
$10.0 m

4 x $250,000



FORMULAS

§Eichleay Formula 
ØUses actual total costs & actual contract period

§Modified Eichleay Formula – Variation 1
Ø Uses actual total costs for original contract period      

§Modified Eichleay Formula – Variation 2
ØUses actual costs but adds contract billings for extended period

§Hudson Formula
ØUsed in Canada
ØUses head office overhead & profit % & original contract sum & period

§Ernstrom Formula
ØSpecialized New York formula to create labor/overhead ratio & labor costs 

during delay



FORMULAS

§Manshul Formula
ØCreated by New York State courts when Eichleay Formula rejected
ØUses direct costs during delay period & head office overhead percentage

§Carteret Formula
ØManufacturing formula – likely to be used in supplier claims
ØMeasures “excess overhead rate”

§Allegheny Formula
ØAlso manufacturing formula
ØAlso measures “excess overhead rate”

§Emden Formula
ØUsed in Canada
ØUses “gross contract sum” & actual contract period



Contract & Financial Data

Total Revenue: Original Period $247,711,967
Total Revenue: Actual Period $381,095,333
Total Labor Cost: Actual Period $137,194,333
Labor Costs: Delay Period $     2,560,419
Original Contract Value $  68,500,000
Total Contract Value $  76,866,128
Billings: Original Period $  69,753,854
Billings: Actual Period $  76,866,128
Billings: Delay Period $    7,112,274
Company OH: Planned Period $  16,265,000
Company OH: Actual Period $  28,918,417
Total OH&P: Actual Period $  37,156,795



Contract & Financial Data

Planned Duration 365 CD's

Actual Duration 655 CD's

Extended Duration 290 CD's

Owner-Caused Delay 235 CD's

Planned OH&P % at Bid 7.0%

Normal HOOH % 4.5%

Actual HOOH % 5.3%

Actual HOOH %: Delay Period 6.1%



HOOH Formulas: Results

Daily Cost OH Recoverable

Eichleay Formula $  8,905 $ 2,092,675

Mod. Eichleay Formula, Var.1  $13,828 $ 3,249,580

Mod. Eichleay Formula, Var. 2 $13,442  $ 3,158,870

Hudson Formula $13,137 $ 3,087,195

Ernstrom Formula N/A $    539,736

Manshul Formula N/A $    299,114

Carteret Formula N/A $    113,796

Allegheny Formula N/A $    548,000

Emden Formula $18,298 $ 4,300,030

Low

High



Coenraad Snyman
Compensations and Claims in the mining industry in Africa

May 16th, 2019

Prague, Czech Republic
www.3C-global.com



Mining environment

% of GDP spent on exploration • Condition are getting tougher

• Higher taxes levied on mining 

companies

• Governments’ “cut” increasing

• Margins are low

• Emphasis on employing local 

labour 

• Lack of skill and kills shortage

• Sharp rise in incidents and 

accidents

• Problem with funding



Unique problems

• High levels of corruption and political interference

• Too much “red tape” and layers of bureaucracy

• Slow or no decision making by authorities

• Decisions “by committees”

• Labour and community unrest – often violent protests

• Lack of maintenance of facilities

• Fatigue amongst workforce



Violent protests



Violent protests



Badly written specs and inadequate designs



Poor workmanship



Facilities and plant are not maintained



Poor logistics and infrastructure



Form Contracts (NEC/FIDIC) heavily modified

Dr Martin Barnes originator of NEC contracts

Dr N Ogunshakin, CEO of FIDIC



Contractual mistakes



Arcardis - Global Construction 
Dispute report

2016 RANK DISPUTE CAUSE 2015 RANK

1 Failure to properly administer the contract 1

2 Poorly drafted or incomplete and unsubstantiated claims 2

3 Employer/Contractor/Subcontractor failing to understand  
and/or comply with its contractual obligation

5

4 Errors and/or omissions in the contract document 3

5 Incomplete design information or employer requirements  
(for Design-Build and Design & Construction)

4



Need to understand the basics

Identify the

“Who”, “What”, “When” and “How”



Need to understand the basics

Establish whether the obligation, requirement or 
procedure is “mandatory” or “discretionary



Unbalanced/unfair allocation of risk

Additional time Additional Cost

Employer’s Risk Event ✓ ✓
Contractor’s Risk Event ✘ ✘
Neutral Event ✓ ✘



Improper grounds used to claim
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DAAB PROCEDURE UNDER 2017 FIDIC CONDITIONS

New features and new focus

• Standing nature of DAAB

• Greater emphasis on dispute avoidance

• Constitution of DAAB

• Final and binding nature of DAAB decisions

(flowchart: Claims Procedure and Dispute Resolution)

LALIVE%20FIDIC%20Flowchart%20(Claims%20Procedure%20and%20Dispute%20Resolution)%20BE.pdf


CLAIMS MITIGATION AND AVOIDANCE 
IN CONSTRUCTION PROJECTS

• Claims avoidance during execution of projects – cost
mitigations, acceleration and recovery.

• Dispute Resolution and cost mitigations - Infrastructure projects
in Central Europe – difference between private vs. public projects.



CONCLUSIONS 
SUGGESTIONS AND RECOMMENDATIONS

• Production of evidence

• Avoid multiple contractual mistakes – 10 pitfalls

• Allocation of Risks

• Judicial actions for collection of the values

• Careful evaluation of DR method – models

• Emphasis in Claims Avoidance



QUESTIONS AND ANSWERS
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Thank You for Your Attention!
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