BUILDING A BETTER WORLD




Introduction & Overview

 Introduction by Philip Croessmann, V.P., Director of Risk Management
e Sources of Construction Claims

« Common Types of Construction Claims

* Risk Management — Preconstruction & Construction
 Managing Construction Claims — Process and Examples

e Questions & Comments




Source of Percentage of Infrastructure Projects that
9 J
Construction did not Complete on Time

Claims —

Delays

84% of respondents
McGraw-Hill Construction, 2011 reported at least one project
that experienced a delay

m1% - 20% 421% - 50% u More than 50% m None




Source of Percentage of Infrastructure Projects
Construction Completed Over Budget

Claims —

Over Budget

McGraw-Hill Construction, 2011

86% reported at least one
project did not complete on

budget
m1% - 20% 421% -50% u More than 50% = None

@




Construction Percentage of Infrastructure Projects with

Claims on
Infrastructure
Projects

Disputes

McGraw-Hill Construction, 2011

m1% - 10% “411% - 25% M 26%-50%
m51%-75% M /6%-100% “ None




TOp Risks for Technical/Desiin/Eniineerini Issues

Public

Projects Chanies in Schedule
Chanies in Costs

Contractual Risk

Political Environment

McGraw-Hill Construction, 2011




Common Ty|5'é of Claims

 Critical Path Delay
Schedule « Acceleration

» Labor & Equipment Inefficiencies
e Cumulative Impact of Changes

Productivity

Differing Site « Unknown or concealed Subsurface Conditions
Conditions « Changed Conditions )

Design Errors & « Deficient Design and/or Specifications
Omissions « Constructability




Average Size
of Claims for
Infrastructure
Projects

Average Size of Claim

41%

$1-$50k $50,000k $100kto $250kto More than
to $100k $250k $500k $1 million

McGraw-Hill Construction, 2011




Risk Management

 Risk Management — Pre-Construction
e Claims and Issue Resolution — During Construction

e Dispute Resolution — Post Construction







Risk Management — Pre-construction

Project Delivery Methods
— Traditional Design-Bid-Build
— CM@RIisk
—Design/Build & Progressive Design Build
—Integrated Project Delivery




Risk
Management Design-Build

D * Single Point of Responsibility for
IS : Design and Construction

Construction « Costly and Difficult Procurement

« Will I get what | want — Prescriptive
vs Performance

e Fast Track

* Eliminates Change Orders

* Loss of Control

o Greater Contingencies




Risk Management — Preconstruction

Contract Provisions
— Clear Notice Requirements
— Duty to Mitigate
— Robust Scheduling Requirements
— Definitive Change Order Process
— Coordination with Others — Outside Agencies
— Dispute Resolution Process




Risk Management — Preconstruction

Bid Review and Contract Award
— Detailed Review of Bid Documents
— Analysis of Contractor’s Baseline Schedule
— Contractor Interviews & Qualifications
— Understand Contractor’s Assessment of Risk







» Discovery and brainstorming by cross-functional teams (PM,
Project Controls, Risk Mgmt, Estimating, Procurement,
Designer (Design-Build or MWHA)),

e Performed in the initial stage of the project, prior to the
budgeting and planning process

» Risks should involve uncertainty, the possibility of loss, and a

time element



Step 2 — Analyzing Risks

Standard Risk Model

e




Step 2 — Analyzing Risks

Expected L oss Model

Probability of Probability of Total Loss Expected Loss

Risk Event Impact




Example Risk Map Showing Threshold — Expected L oss Model

Risk Likelihood - %

100%
90% Risk-1
80% * Risk 7
70% # Risk2
60% @ Risk10
Risks\
40%
30% - O Prio
20% € Risk 3
10% Risk—6 Risk Risk9
0%
$- $500,000 $1,000,000 $1,500,000 $2,000,000

Total Loss - $

$2,500,000




Step 4 — Planning Resolution of Targeted Risks

» Develop risk plans to address the drivers of risk (addressing the cause and not the
symptoms)
» Action Planning — How will the risk be managed?
— Avoid the risk by reversing the decisions that were made that caused the risk to arise
— Transfer risk to another entity
— Provide redundant paths to increase likelihood of success
— Mitigate risk by developing prevention and contingency plans (schedule, cost, quality)
« Same cross-function teams used to develop action plans

» Assign a “Risk Owner” to individuals who can influence and report on the plan




5 — Monitorinc

e Develop a consistent method and time for reporting on risks
(see Project Risk Register)

* |dentify and develop new risks and resolution plans

e Update the risk log and risk map based on changing
conditions and expiration or realization of risks

e Document successes and failures of the risk management
process for future planning




Preconstruction

. Project Risk and Mitigation Plans Low € Medium High
R| Sk Log Mitigation
Material Cost = Commodity Monitoring. MWH Constructors monitors 12 commodity price forecasts to
Increases stay ahead of any escalation trends.
o =1 = Competitively bid concrete. We have identified 3 local ready mix suppliers.
= Price guarantees. Lock in project rates for concrete and steel early in preconstruction if
e 2 escalation becomes a concern.

Material Availability = (Global, national, and local economic forecasts do not currently indicate conditions that
would lead to material shortages

= Establish purchase agreements with multiple suppliers

J Q = Purchase majority of rebar and yard piping as part of an early GMP

Tmgact

 Developed During the Preconstruction Phase
» Used to Identify Risks & Mitigation Techniques
 Updated Throughout the Lifecycle of the Project

e Should be a Collaborative Effort with Owner and
Contractor

@







Risk Management - Construction

Communication
— Clear Lines of Communication
— Transparent Decision Making Process
— Accurate Reporting
— Timely Reporting

— Resolution of Issues at the Lowest Level
Possible




Risk Management - Construction

Documentation

— Understand and Follow the Contract Requirements

— Review Information for Accuracy
* Project Schedule Updates
e Contractor and Subcontractor Daily Reports
* Notices
« Change Requests




Risk Management - Construction

Change Management

— Understand and Follow the Contract
Requirements

— Timely and Fair Resolution of Changes
— Settle Changes at the Lowest Level Possible

— Disputes are Referred to the Dispute Resolutio
Process




Risk Management - Construction

Early and Decisive Intervention

— Have a defined process for identifying “at risk”
contractors.

— Follow an escalation process for forcing compliance
with contractual obligations.

— Understand and use the tools to intervene and put
the project back on track.

— Maintain the working relationship at the project lev




Managing Construction Claims

Process & Examples



Claims
Management

Entitlement
Investigation

n | = 1
S e rVI Ce S Claim Defense ngzzgiﬁ
\ \Analysis
_ Claims
Management

f_

Claim Strategy | Forensic Cost

\Development \Analysis

Damage
Quantification




Proven Success - Example

$165 Million Water Treatment Plant Upgrade

MWH served as the CM-at-Risk

Major Subcontractor submits a multi-million dollar claim against the
Owner for alleged delays and disruptions

Low Bidder and No Prequalifications

4 weeks to perform analysis and present findings to the Owner




History of Claims

Method of Review and Analysis
Of XYZ Contractor Claims

« Analyzed each claim and the relevant Project specifications,
Subcontract Agreement, Prime Contract Agreement, and
Project documentation

« Reviewed and analyzed claimed costs and associated backup
provided by XYZ

e Schedule Analysis
« MWHC performed an analysis of each claim
« Hired an independent scheduling consultant




History of Claims

Claim CSF 004 — Pad and Anchor Bolt Rework

10% Markup on LD’s
and MWHC OH
Backcharge

Claim Summary

Description Amount Notes

"Alleged Liquidated Damages" 140,000.00 28 days at $5
"Alleged Extended Overhead" 77,000.00
10% Overhead on LDs, MWH OH 21,700.00

Subtotal 238,700.00 No Cost Backup or
Overtime Premium Paid 6,428.80 280 Mhrs @ 22.96/hr < P

$
$
$
$
$ . .
10% Modifier for OT Inefficiency $  642.88 < Analysis Provided for
10% RIoEoREE 3= 0y Claimed Labor Costs
$
$
$
$
$
$

Subtotal 7,778.85

15,139.83 28 days @ $540.71/da
1,513.98 \ No Cost Backup or
16,653.81

5,262.65
268,395.31

XYZ's Extended Overhead
10% Profit on Extended OH

Subtotal

2% Bond Premium on Entire Amount AnaIySIS Prowded fO

Extended Overhead

Total
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		Claim Summary

		Description		Amount		Notes

		"Alleged Liquidated Damages"		$   140,000.00		28 days at $5,000/day

		"Alleged Extended Overhead"		$   77,000.00		28 days at $2,750/day

		10% Overhead on LDs, MWH OH		$   21,700.00

		Subtotal		$   238,700.00

		Overtime Premium Paid		$   6,428.80		280 Mhrs @ 22.96/hr

		10% Modifier for OT Inefficiency		$   642.88

		10% Profit on Labor		$   707.17

		Subtotal		$   7,778.85

		XYZ's Extended Overhead		$   15,139.83		28 days @ $540.71/day

		10% Profit on Extended OH		$   1,513.98

		Subtotal		$   16,653.81

		2% Bond Premium on Entire Amount		$   5,262.65

		Total		$   268,395.31






History of Claims

Claim CSF 004 — Pad and Anchor Bolt Rework

Schedule Analysis
January 1, 2011 Update

Activity ID Activity Name Original | Start = Finish Total 201
i c | Jan |Fh|M |A|Jr|Ma_v|.Jun|.luI|Aug|
= Methanol Storage Facility [ Mar- 14-Mar-1 ] ¥ 14-Mar-11, Methanol Storage Facility
CSF15014 Chemical Storage Facilty Mechani 4 Chemical Storage Facility Mechanical Complet,
= NoP-AREA 31-Mar- ¥ 31-Mar-11, Mo P-AREA
MCAAP1 WP1 - MECHANICAL COMPLETION 0 31-Mar-11% 0 4 WP1 ' - MECHAMNICAL COMPLETION

CSF15014 = 13 workdays of float




History of Claims

Claim CSF 004 — Pad and Anchor Bolt Réwork
Schedule Analysis

January 29, 2011 Update

Total 20N

at( gn | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep |

m Methanol stq.rage Fac"ity W 05-Apr-11, Methanol Storage Facility
CSF15014 Chemical Storage Facility Mechanica... # Chemical Storage Facilty Mechanical Complete

= NoP-AREA ¥ 11-May-11, Ho PLAREA,
MC-WP1 WP1 - MECHANICAL COMPLETION 0 11-May-113 29 # WP1 - MECHANICAL COMPLETION

/
CSF15014 = 25 workdays of float

Activity ID Activity Name

riginal | Start




XYZ’'s Performance

Cumulative Revenue — Planned vs. Actual
Work Package #1 Only (S-11, S-14, S-17)

o / / required
200000 level of production




XYZ’'s Performance

Cumulative Manpower

Cumulative Manhours per Month
Work Package #1

250,000

e

)

g
g

Month

Cumulative Hours p
-
s

October 30, 2010

2
2
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XYZ’'s Performance

Acceleration Costs Paid by the City

JECETV

0ig

Description

the mini-piles.

All costs associated with schedule acceleration to make up (9) days that
were lost at the DBF structure as a result of the prolonged installation of

Amount
3 51,818.22

“wert [061 61 (s DIBF alruciure a8 & rsult of 1he proknged instailatian af
The mii-pies.

By euncutlon of this Subconkmct Change Order l'SC% SUBCONTRAGTOR acaraledges that iha companestion (lime and oast) set frth

18 total compensation dug 0 1 of 18 bosbee-ljaned subcontractars and suppiars, 1or he work
or change herein, icluding, bul nﬂ:mhd'lmwnww unchangad work HTRACTOR hriher acknisclsapes
25 o Bnall o (B8l &nd ils izwer biersd subca B sainpliees, that the si compengation includes al woik
Contained it this SC0. s ol paymeed ot the Inerrupion of schadulas, lénded e cuerhaad cosin, .l i ach il efiect, ar
Impac o6 &l olher woek under the Conira mambmmma hat Enis ST cantiites full mugusl accard
&1 safafuclian for the change, and Bt the fime ard cost uncar tis 500 = iha ctal aquiable adjustment awed
£U TOR, i all of s krasr-{iared) subcosiractons and supplers, A A 18Uk of the . SU , e behalf of
Sl and oo L vl ey ana Ssoolers soroes 1w ot g, it acalion o essrusin o any 11
whatscevar, jo il any furier caim ralitad b thiz SCO. No'firiher claim or roouee! for squtal yameat of an Lype fof sh remscinatiy
faredesnble causs shal B8 ot of or as a rasult of this SCO, or e Inpact af this SGO on the remsivder of the work Un@ar A Goniracl,
The original Camract Vs was. 3 545425000
Sum of changes by prior Subconiract Change Ordess.............,.. s 44E4.00)
The Contract Value priar fo this Change Duder was. 3 5,449,785.00
The Contract Value will bo changad by this Subcontract Changs Ordar In tha a —] 51,81822
Tha naw Contract Viakie including this Subcanirect Change Crder wil be........ 3 nSotEMaz
The Contract duraticn wil be changed by. . o Days

The revised Substantial Comgletion date as of tis

o Wil R Jowckey o (i Mot
smmrunm >—'Q=‘ { SIGNATURE ﬂ/
OATE _ o\ ~/T DATE A S




XYZ’'s Performance

Cumulative Manpower
_:umulative Manhours per Month

Work Package #1
P Required //
Acceleratlon by /
£
£ oo XY XYZ fails to accelerate
E //

CO #5 Issued for Acceleration

]

S
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XYZ’s Performance

October 15, 2010 Notice to Cureﬁ

@ mwH @ mwH
CONSTRUCTORS
et

CONSTRUCTORS
BUILOING A BETTER WORLD

e o0 Your projected combined September billing for Subcontracts §-7012395-014 and S-7012395-

. 017 was to be in the amount of § 1,155420. Your actual September billing for these two
subcontracts is in the amount of § §33,324, a 29% shortfall, and your monthly placement of
work continues to lag behind the rate of work placement needed to achicve a timely completion.

To date, Mark One has only increased its crew by four craflsmen, which we cannot believe is
going 10 make o significant difference in your rate of progress on the §-7012395-021/22

[Cure: Subeontracts S-7012395-014, S-7012395-017, and Subcontract.

S-7012396-021/22
1o a::su'nﬁ [hs Saus nt‘ our work Drogress in 1hs latest undumd schedule it is apparent that.

In assessing the status of vour work progress in the latest updated schedule, it i1s apparent that,
after nine months, h has not yet been able to demonstrate your ability to
adequately manage, supervise, and provide the necessary properly skilled workman in which to
prosecute your work to achieve the Project’s critical substantial completion dates.

We, therefore, will be monitoring vour progress on a weekly basis, and iche does
not significantly show improvement, we are prepared to withhold, from s future

monthly progress payments, amounts equal to accrued potential liquidated damages until such
time that your progress demonstrates that you will timely achieve substantial completion of your
work.

Jml Hd lon —~ MW I Constructors
3. No additional time or work activities were considered or added to your schedule to
accommodate your extensive cancrete repairs and patching that will be required ] sy




ha. ith is currently working on all structures in WP 24 with the exception of VAGITruck area. It is
mabilize into this area next week  Below please find comments conceming each of the
= as

As acknowledged in your correspondence ||}l Has subcontracted out the remainder of the
structures in WP 2A to Mark One. In response to this award Mark One added 4 men to the crew on site
with 4 more men starting on 10-18-10. This build up will continue as needed to staff they project. As a
part of the subcontracting [ r=ccived schedules for each area of WP 2A to ensure the work
is completed per the latest CPM update. In addition to Mark One has alsc mobilized an
additional Iron Worker subcontract for placement of reinforcing and also added 3 more men to our staff

| | | e |

Dewatering Building

In an effort to overcome the delay associated with the concrete material problems at the 1% level columns

B orked overtime to complete removal and re pour the columns. Further the 2™ level deck
was broken into 2 pours to allow placement and allow work to proceed. The 2™ half of the deck at E1 82 is
scheduled to pour this week which will keep the area on schedule. In order to achieve this

authorized [ to work overtime. As discussed [ BB ! absorb the costs for this

premium time.




XYZ’s Performance

Cumulative Manpower
B Cumuiative Manhours per Month

Work Package #1 .
250,00 XYZ fails to

Required Acceleration
by XYZ

/0/15/10 Notice to Cure

2 g
g g

Cumulative Hours perMonth
2
g
/x

g
g

-




XYZ’'s Performance

January 3, 2011 — Notice of Continued Delays

@ MWH @ MWH
CONETRUCTORE CONSTRUCTORS

3. Activity PST 03020 * Primary Sludge Thickener Wall Pours #3 & #4.”
January 3, 2010

This Activity had zer Float and was scheduled to be completed by 12/30/10. Your present
As we have repeatedly notified you in the past, your continued untimely performance is going to
delay work access of follow-on critical trades and subcontractors. Since we now only have three
months left to achieve mechanical completion of most of this work, we are again directing you to
take the necessary corrective actions to achieve recovery of the lost time.

Should — fail to recover the necessary time to permit follow-on trades and
Subcontractors to access their work areas on the dates indicated in the December Project
Schedule Update, MWHC will direct such trades and Subcontractors to work accelerated work
hours in order to mitigate potential Owner assessed delay damages.

All costs for acceleration and any resultant Owner delay damages will be f-:-_’s
account and will be deducted from your respective Subcontract amounts.

2. Activity GBT 03365 * Pour Gravity Belt Facility Col A Beams;”

This Activity had one day float and was scheduled to be completed by 12/23/10, Your
present three week look-ahead forecasts completion this coming Friday, 01/07/11, fourteen
calendar days late.




XYZ’'s Performance

Cumulative Manpower
_Cumulative Manhours per Month
Work Package #1 XYZ fal |S to

250,000

accelerate

Required Acceleration
by XYZ

g
g

Month

£ 150,000

~—
1/3/11 Notice to

// Cure Issued

S-S S S SO N S S P S S SR
éd‘ ‘:ée Bﬂf ‘(a @’é @ @ }§ '-"3{ v‘f’ I?R} o “93 '}é‘ \}5‘ q? g? qﬁ @5‘ ‘is{ '§?

s\ ctual

Cumulative Hours p
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P equired




XYZ's Performance

@ mwn

CONSTRUCTORS
SEALING & EETTER WORLE

February 17,2011

Ref: Construction Services
Wharton Smith Subcor

Subject: Work Package 1

Dear Ron,

This is to confirm issues
subsequent responses and
two weeks, and our review

As you know, from the mi
meetings with you and

Wharion Smith’s reluctan
prosecute your work with

scheduled activity duration:
achieve timely completion
however, repeatedly assert
difficulty in achieving timel

Our 0173111 meeting was
month of December and Ja
fifty percent, even though y)

During a site evaluativn wi
Headworks and the Deep
repairs required before a
could begin. Even though ¢
April 1, 2011, Wharton S
work arca

February 17, 2011 — Schedule Review Meeting

As you know, from the midldle of last August through Ntlwember, we have held several
meetings with you and your Project Manager, expressing our concerns regarding

reluctance or inability to supply sufficient numbers of workmen to
prosecute your work with promptness and diligence. The contj i meet your
scheduled activity durations had prompted the probability thatW would not
achieve timely completion of your contract work. Your Project Manager,F,
however, repeatedly asserted during those meetings lhal_wou ave no
difficulty in achieving timely completion.

Our 01/31/11 meeting was requested as a result of MWH’s observation that. during the
month of December and January, had reduced your work force by over
fifty percent, even though you were falling further behind on the overall project schedule.

During a site evaluation walk, on 01/31/11, it was pointed out that major structures, the
Headworks and the Deep Bed Filter, had extensive concrete pointing, patching, and
repairs required before any coatings, painting and follow-on mechanical installation
could begin. EVWWEI‘E only two months left to the final completion date of
April 1, 2011, had not achieved completion of one single structure or
work arca.

dent, Bret Le
puld be turned

loy third party

pletion date,
hjor structures

of their work

ide additional
he mechanical

pursuing your
that Wharton

is evident that
e contractual
pderstoad that
ks any way we
fnstallation of
jork addditional

fed and make
Qdor Control
brures required

equately man
harton Smith's




XYZ’'s Performance

Cumulative Manpower
B Cumulative Manhours per Month

Work Package #1 .
- XYZ fails to

: : accelerate
Required Acceleration A

| by XYZ W
/ 2/17/11 Schedule
// Meeting

A I A N N R O

o ctyal

g
g

g
g

Cumulative Hours per Month

g
g

R equired



Work Package #1 Claims

Overview of Work Package #1

2009 2010 2011
Nov-09 | Dec-09 | Jan-10 | Feb-10 [ Mar-10 | Apr-10 | May-10] Jun-10 | Jul-10 [ Aug-10 | Sep-10 | Oct-10 | Nov-10 | Dec-10 | Jan-11 | Feb-11 | Mar-11 | Apr-11 | May-11] Jun-11 | Jul-11 | Aug-11

Deep Bed Filter — As Planned As-Planned Critical Path
12-0 R &1 through the DBF

Deep Bed Filter — As Built
12-9* 7-13

Headworks — As Planned
12-16 [ 1012

Headworks — As Built
15 N 7-28

Odor Control System — As Planned
4-15 12-9

Odor Control System — As Built
4-15 6-23

Methanol Storage Facility— As Planned
1-15*7-23
Methanol Storage Facility— As Built

8-30 8-2
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		Nov-09				Dec-09				Jan-10				Feb-10				Mar-10				Apr-10				May-10				Jun-10				Jul-10				Aug-10				Sep-10				Oct-10				Nov-10				Dec-10				Jan-11				Feb-11				Mar-11				Apr-11				May-11				Jun-11				Jul-11				Aug-11






2009

2010

2011

Nov-09 | Dec-09 | Jan-10 | Feb-10 [ Mar-10 | Apr-10 [ May-10] Jun-10] Jul-10 [ Aug-10] Sep-10 | Oct-10 | Nov-10 | Dec-10

Jan-11 | Feb-11 [ Mar-11 | Apr-11 [ May-11] Jun-11] Jul-11 [ Aug-11

DBF Concrete

12-o [ 0-18
10-1511-15

As-Planned Critical Path

through the DBF

12-9

Schedule Analysis of the Deep Bed Filter

DBF Concrete

1
1
1
1
1
1
1
1
12-o R 215 :
1
1
1
1
1
1
1

DBF Concrete

As-Built

Hydrotesting

Point & Patch due to Pqor

9 Workdays of Delay to be
recovered by WS per CO #5

Piping, Wire Term, Startu
127 IR 15

Nov 27, 2010 Update ‘4-1 Mechanical Completion
12-15

108 Day Delay due to Extensive

uality Control  pointing & Patching and

Extended Duration for the
Coating

(V2

~
I
1

>l
r

Coatin
12-15‘2-16

Piping, Wire Term, Startup
171 R 3 30
$3-3L

Point & Patch due to Poor Quality Control
10-1 4-27
Hydrotestin
1115 I S S 15

Coatin
1-21

Piping, Wire Term, Startup, Punch

3-4 [ 7-13




Sheet1

		2009								2010																																																2011

		Nov-09				Dec-09				Jan-10				Feb-10				Mar-10				Apr-10				May-10				Jun-10				Jul-10				Aug-10				Sep-10				Oct-10				Nov-10				Dec-10				Jan-11				Feb-11				Mar-11				Apr-11				May-11				Jun-11				Jul-11				Aug-11






XYZ’s Performance

Bid Results Summary

Work Package 1 (Liquids) Work Package 2A (Solids)
S-14 Bid Amount S-17 Bid Amount S-21 Bid Amount S-22 Bid Amount
$ 5072000 $ 3247000 $ 3,777,000.00 $ 657,000.00
Next Lowest Bidder $ 6,090,000 $ 4 050,000 $ 4,250,000.00 $ 1,107,524.00
Difference $ (1,018,000) $ (803,000) $ (473,000) $ (450,524)

Total Difference in Bids
(XYZ versus next lowest)

$2,744,524
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				Work Package 1 (Liquids)				Work Package 2A (Solids)

				S-14 Bid Amount		S-17 Bid Amount		S-21 Bid Amount		S-22 Bid Amount

		Wharton-Smith		$   5,072,000		$   3,247,000		$   3,777,000.00		$   657,000.00

		Next Lowest Bidder		$   6,090,000		$   4,050,000		$   4,250,000.00		$   1,107,524.00

		Difference		$   (1,018,000)		$   (803,000)		$   (473,000)		$   (450,524)








Cumulative Manhours

300,000

250,000

200,000

150,000

100,000

50,000

XYZ's Performance

Cumulative Manhours - As-Bid, Required, Actual

el _—

s

I S, S I N I T A N
‘@\ “\5\ S Y . S N Y WOWR ‘»‘(5* ¥ o

== Cumulative Actual Mhrs s Cumulative As-Bid Mhrs

= Cumulative Required Mhrs




Proven Success - Example

e $240 Million Water Treatment Plant Upgrade
« MWH serving as the CM-at-Risk
 Unforeseen Condition Delays Construction of a Facility

e Major subcontractor submits a claim for delay and
cost escalation totaling $363,512




Proven Success - Example

Method of Review and Analysis
Of Subcontractor’s Claims

« Analyzed the relevant project specifications

 Requested additional documentation and backup for claims

« Performed a schedule analysis to determine actual delay

« Analyzed the claimed costs versus actual



Proven Success - Example

2010 2011 2012
Sep-09 | Oct-09 | Nov-09 | Dec-09 | Jan-10 | Feb-10 [ Mar-10 | Apr-10 | May-10] Jun-10| Jul-10 [ Aug-10 | Sep-10 | Oct-10 | Nov-10 | Dec-10 | Jan-11 | Feb-11 [ Mar-11 | Apr-11

Faciliti49—As Planned — Concurrent Delay

Subcontractor’s Plan

Facility 36 — As Planned

Delayed Start due to

Unforeseen Conditions @
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Proven Success - Example

Labor and Cost Analysis

« Subcontractor claimed an additional 846 crane operator
hours for Facility 36 due to inefficiencies caused by the delay

o Total actual crane operator hours for Facility 36 = 367

e Subcontractor claimed an additional 5 months of extended
crane equipment costs for Facility 36

« Total actual crane time for Facility #36 was approximately
months



Proven Success - Example

Where We Are Today

« Meetings held between Subcontractor and MWH to discuss claim items and
lack of merit

« Report and recommendation prepared for Client
« Subcontractor has submitted a revised claim, 50% lower than original

 Anticipated settlement of approximately $50,000. A
savings of $300,000

. Contractor chose to withdraw claim




Risk
Management Design-Build

The integration of the supply chain
Into the design process

Elimination of Paper work

Integration vs Specialization

« BIM




Impact of BIM oh:l_z"r@je@t Risk

% of Respondents believe that BIM |
f ISk on Construction

McGraw-Hill Construction, 2011

m Decrease Risk 4 No Impact #Increase Risk @



Impact of Integrét&cﬂ Teams

% of Respondents Believe that
ams Reduce Risk on
Projects

McGraw-Hill Construction, 2011

m Decrease Risk 4 No Impact #Increase Risk @



Minworth Alliance

Project Overview
» Project Cost - $202 Million
» 3-year capital expansion project

* Replacement, refurbishment, and
improvements of existing facility

» Co-Location of Client, Design-
Builder and Major Vendors — over
100 staff

$24 Million in savings




Commercial Arrangements reflect the Business Plan

* We will deliver outputs with » We appreciate the needs of our
Programme Control Targets suppliers

* We will only build what is necessary We will pay on time
* We will eliminate waste from our We will be collaborative

contract and non-contract costs « We will use transparent risk
» We will have the right incentives to management
deliver value « We will encourage Tier 2
» We will forecast outputs and cash relationships to reflect our
accurately values

 We will de-risk when
appropriate




Key Performance Ind

KPI 1 Health & Safety
KPI 2 Environment

KPI 3 Customer Satisfaction

KPI 4 Client Satisfaction
KPI 5 Time

KPI 6 Quiality

KPI 7 Cost
KPI 8 Supply Chain
KPI 9 Innovation

KPI 10 People

icators

Indicator Information

Lost Time Incidents

Pollution Incidents

Written Customer Complaints
Average KPM Score

Milestone Dates set at Gate
2

Compliance with QA
Systems

Accuracy of Forecast
Creditor Days

Gate 5 Cost v Gate 2 Budget
Staff Turnover Rate
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