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Opening Dilemma

¢ What would be the effect of Removal of Fuel Subsidy on
Construction Projects?

& For your typical projects, what indices should guide your fluctuation
calculations: Foreign Exchange Index or Consumer Price Index

(CPI)?

& How best would you cover fluctuation affecting equipment cost,
maintenance and spare parts?

& How far would Ex-Gratia claim go to address Fluctuation on contract
without Fluctuation clauses in today Nigeria?
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Introduction

Fluctuations are irregular shifting back
and forth, up and down, 1n the
strength or value of something.

Fluctuation claims are contractual
remedies that tends to balance arising
changes in the scope, duration or cost
of a project.
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Why Risk Fluctuation

Time

R RRRRRRBEBBBriiimzzzman Fluctuation Trend
« If project duration lapses beyond predictable
time

Service Problem

» Difficulty in calculating construction
production process

Project or Project Parties

 To protect success of the project or existence
of the contractor
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The Claim Bubble

Construction claims like bubbles are
tricky to catch, and sometime require
strict compliance to contract provisions to
be successful.

Whether claim for Extension of time
(EoT), Expenses or Profit, reasonable
compliance to contract requirements and
notifications are necessary before they
can be truly considered and honoured.
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Considerations 1n the Clause

Process Flow .
Calculation
A Method
Notices &
A Documentation
Period of
A Adjustment

Price Indices

Basis for
Adjustment
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Some Pointer Clauses

Clause 3
Clause 4
Clause 5
Clause 9

* Clause 3
Clause 13

Clause 21
Clause 58
Clause 59
Clause 65
Clause 66
Clause 82

Clause 14
Clause 20
Clause 21

JCT 2016
BPP 2016

Cadprofessional”




Different Roads, One Destination
Compensation

for increase in prices of
materials, labour etc.

Price Adjustment\yEIguistll

modification to contract price in
fairness to the parties. ‘

Price Fluctuation

Compensation for changes in the
price of materials, labour etc.

|
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Approach to Fluctuation Claims

STEP / APPROACH FIDIC 2017 JCT 2016 BPP 2016
Review the Contract Conditions v N N
Identify Items to be Claimed v N N
Establish Base Period for Claims v N N
Calculate the Price Indices v N J
Compute the Claims (Costs/Duration) v N N
Prepare Claim Document / Submit V N N
Prepare and Negotiate/ Update Outcome v N N
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Price Adjustment 1

J\[o)4!
Adjustable

L
Adjustment Factor = A+ B ( L—C )
b

Overhead

Where, Labor

A = Fixed or Non adjustable components of
the project cost; and

Management

Material Fee

B = Adjustable components of the project
Cost;

L. = Current Price Index Other

Equipment

Interest

L, = Base Price Index
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Worked Example- Material Price Fluctuation

ITEM DESCRIPTION QUANTITY AMOUNT
BASIC (2017) |CURRENT (2023)

eos w0
T T [ [ [ T Tenmens

571,899,639.87

13,523,250.00
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Price Adjustment 2

AdjustmentFactor=A+B(% )+C(% )+D(% )+E(
b b b

b

Non
Adjustable

Where,

A = Fixed or Non adjustable components of the
project cost; and

Cement Overhead

B-F = Coefficient of project cost elements;

Management

Aggregates Foe

P_ = Current Price Index

P, = Base Price Index Diesel

Other Interest
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Table of Adjustment Data

1 )
Index Code* Index Source of Base Value and  Bidder’s related ]31:1(1::;1
Description® Index* date* Currency amount pPropos
weighting

 Fcafomon | | | oo Ao
D0 [DIBSEL | LowiMarer [NIOAT | N10000000| B8

STEEL REINF | Local Market | N276/KG N1,200,000,000 |  F:0.16
LABOUR NJIC2021 | |  N350,000,000| G:0.05

Cadprofessional”

a fessional TE S O L = [ LI == ==




Worked Example- Material Price Fluctuation

Index_ - Source of Index” Base Value and date™ Bidder's related
Description Currency amount

SO STONEBASE |Local Market N5000/Ton 110,439,675.00
BO BITUMEN Local Market N250000/Ton 185,958,437.50
RO STEEL REINF |Local Market N300000/Ton 20,946,000.00

TOTAL 1,077,395,611.50
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Conclusion

& Fluctuation offer opportunity as well as threat to the success of the project,
estimators should evaluate it properly in order to make the right decision.

& Contract Administrators should include fair mechanism against fluctuation
to cover both the employer and the contractor.

& Contract drafter should define Clear and Unambiguous Fluctuation Clause

& Contract Administration should ensure to establish Base point for
evaluation of fluctuation claims.
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Appreciation

Thanks for your
attention
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