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iz being used for the job

~ | L s BIM Buiking Information Modeling
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Period identified: 4
Country:  United Kingdom
Location: Briston
Type: Design & Build
Size: Medium
Approximate value: 11,000,000
Dhuration: 3 penods
Dezcription:  Social houzing developrent
Sector: Building & Commercial
Client: Lowry Homes (2

ESTIMATED COSTS / PLANNED LABOUR SCHEDULE
Job | Estimated| Estimated| Planned| Cumul3l Estimated desian cazt: 11 *% af buld caost

No construction project is risk free, and when a job is identified the estimators make an
assessment of the potential risks that could arise on a job, which are stored in a risk register.

We will take a closer look at the features of each risk.

RISK REGISTER

e Reduction | Ex| ed
Risk description Likelihood ""'m: in cost if lapl:f:tur

ocears “O%%| BIM used | reduction
Archaeological find Lo 175,000 Mo 106 %
Perzonnel izsues High 51.000 Ma 26 %
Consgtruction defects M edium E7.000 Yes FhE
Structural defects Medium 123,000 Ve 2%
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iz being used for the job

~y | | s BIM Buiding Information Modeling
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™
Period identified: 4 RISK Likelihood| Chance it hits
Country: United Kingdom : =
Location:  Briston nghl 70 to 80 :;
Type: Design & Build Medium| 40t 50 %
. Size: Medium Lle 20030 =
LIKELIHOOD OF OCCURRING

The likelihood of the risk occurring, or level of risk, is classified as either High, Medium or Low.
The % chance of each level happening is defined in the Industry parameters.

If the risks occur they only occur once during the planned duration of the contract.

KEY POINTS

If a job is completed early there is a possibility of avoiding risks that may occur towards the end of the job.

RISK REGISTER

e Reduction | Ex| ed
Risk description Likelihood ""'m: in cost if lapl:f:tur

oears “O%% BiM used | reduction
Archaeological find Lo 175,000 Ma 106 %
Perzonnel izsues High 51.000 Ma 2B %
Canstruction defects Medium B7.000 Ve ThE
Structural defects b edivim 123.000 ez 22%
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Period idertified: 4
Country: United Kingdom
Location: Briston
Type: Design & Build
Size: Medium
Approgimate value: 11,000,000
Duration: 3 periods
Dezcription:  Social houzing developrent
Sector: Building & Commercial
Client: Lowry Homes (:

ESTIMATED COSTS / PLANNED LABOUR SCHEDULE

Job | Estimated| Estimated| Planned| Cumul%% Eztimated dezign cost: 11 & of build cost
period, build cost| site cost labour| complete
1 | 28164 | Rz 2an! 77| n
2 | 418 MPACT COST

3 | 1677

gz The impact cost is the cost incurred if the risk occurs.

RISK REGISTER

e Reduction | Ex| ed
Risk description Likelihood ""'m: in cost if lapl:f:tur

oears “O%% BiM used | reduction
Archaeological find Lo 175,000 Ma 106 %
Perzonnel izsues High 51.000 Ma 2B %
Canstruction defects Medium B7.000 Ve ThE
Structural defects b edivim 123.000 ez 22%
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Period identified: 4
Country: United Kingdom
Location: Briston
Type: Design & Build
Size: Medium
Approgimate value: 11,000,000
Duration: 3 periods

BIM MODEL AFFECTS

If the job is using BIM (Building Information Modelling), there may be an opportunity to reduce the impact cost if the risk occurs.

For example, if there is the risk of structural defects, these may be identified in the BIM model, and the threat mitigated.

KEY POINTS
The cost reductions are graded depending upon the particular risk, and the reductions to date across all jobs can be found in the

Main menu/Assessing performance/Job performance.

RISK REGISTER

e Reduction | Ex| ed
Risk description Likelihood ""'m: in cost if lapl:f:tur

oears “O%% BiM used | reduction
Archaeological find Lo 175,000 Ma 106 %
Perzonnel izsues High 51.000 Ma 2B %
Canstruction defects Medium B7.000 Ve ThE
Structural defects b edivim 123.000 ez 22%




Job Risk

i1
| L s BIM Buiding Information Modeling
<>

iz being used for the job
e

Period idertified: 4

Country: United Kingdom

Location: Briston
Type: Design & Build
Size: Medium

Approgimate value: 11,000,000
Duration: 3 periods
Dezcription:  Social houzing developrent

Sector: Building & Commercial

[ PR T RN [ e I ST T

EXPECTED LABOUR REDUCTION

If a job is won, and being progressed, any risk that strikes can delay the job, resulting in a % reduction in the effectiveness of the
labour on site in the period when the risk strikes.

Action can be taken to deal with potential job delays by adjusting the labour allocated to site when the job is being progressed,
and is discussed in a separate topic.

RISK REGISTER

e Reduction | Ex| ed
Risk description Likelihood ""'m: in cost if lapl:f:tur

oears “O%% BiM used | reduction
Archaeological find Lo 175,000 Ma 106 %
Perzonnel izsues High 51.000 Ma 2B %
Canstruction defects Medium B7.000 Ve ThE
Structural defects b edivim 123.000 ez 22%
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Perind identified:
Country:

Location:

Type:

Size:

Approximate value:
Diuration:
[ezcription:
Sector:;

Clignt;

BIM Building Informaticn Modelling
iz being used for the job

4
nited Kingdam

Briston

Dezign & Build

b edium

11,000,000

3 perniods

Social houzing development
Building & Commercial
Lowwry Homes (2

ESTIMATED COSTS / PLANNED LABOUR SCHEDULE

Job | Estimated
period| build cost
1| *RIR4amM

The nature of the potential risks, particularly the likelihood and impact cost, may be

Estimated Planned| Cumul:
site cost labour| complete
| "n3 #anl 77| an

E stimated design cost;

11

=101 x|

% of build cogt

some of the deciding factors in determining whether or not the company bids for a job, along

with factors such as the job sector,

RISK REGISTER
Rizk description

Archaeological find
Perzonnel izsues
Conztruction defects
Structural defects

location, size, client etc.

Likelihood Impact
occurs cost
Loy 175.000
High 51,000
Medium B7.000

b edivim 123.000

Reduction
in cost if
BIM used
Ma
Ma
Ve
ez
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Period idertified: 4
Country: United Kingdom
Location: Briston
Type: Design & Build
Size: Medium
Approgimate value: 11,000,000
Duration: 3 periods
Dezcription:  Social houzing developrent
Sector: Building & Commercial
Client: Lowry Homes (:

ESTIMATED COSTS # PLAMNED LABOUR SCHEDULE
Job | Estimated| Estimated| Planned| Cumul%| Estimated design cost: 17 2 of build cost

If the decision is made to bid for the job, what mitigating actions can
be taken to deal with each risk, and the potential cost incurred ?

The action taken depends upon each risk element.

RISK REGISTER

e Reduction | Ex| ed
Risk description Likelihood ""'m: in cost if lapl:f:tur

oears “O%% BiM used | reduction
Archaeological find Lo 175,000 Ma 106 %
Perzonnel izsues High 51.000 Ma 2B %
Canstruction defects Medium B7.000 Ve ThE
Structural defects b edivim 123.000 ez 22%
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['§ Setting the Bid for Job 74
Help

| ESTIMATED COSTS]

Dezign cost [% of build cost]: 1 % ) )
. Bazed in India
Build cost: 2,388,002 :
. E ast State Enterprizes
Site cost: 1,677,600 Horizamn Group
Total estimated costs: 10,538,280 Rempstone Building

[ DESIGH COMSULTAMT] BIM experience required

Design consultant allocated:

Navigate to "Main menu/Making decisions/Procurement decisions/Set the bid”

CREEEE

KNOWN RIVAL BIDDERS

The Barmmell Group

BIDDING HISTORY

Job | Period Country Sector

5
L >

1 2 United Kingdom Building # Commercial 43%

4 United Arab Emirates  |Building & Commercial 14 %

| ONCOSTS| g Urited Kingdam Building & Commercial | 4.3 %

Froject manager allovwance: I—n [for salary] 13 Canada Building % Commercial | 4.3 %

impact e 15 South Afnca Building % Comrmercial 44%

Rizk register Likelihood occurs cost| Contingency 16 United Kingdom Building & Commercial 43%
17 Japan Building & Commercial 15%

Low [20 to 30 % chance] | 175,000 0

United States

Biciaeelogicellind I Buiding & Commercial | 4.2 %

i i # — -
F'emu:unne! issLIEs H|g_|h [70ta 80 gu:hanu:e] | 51.000 1] o5 Gatar Building & Commercial | 4.1 %
Conztiuction defects | b edium [40 o 50 % chance] | B7.000 1] - - — - -
SHree) dolede | Medium (40 to 50 % chancs] | 123,000 0 il Sl el ina Eelig 0an el | .l &
= 40 United States Building & Cormrnercial 42%

[(latar Building # Commercial 43%
United States Building & Commercial 12%
[atar Building & Commercial 12%

[}
—
BE SRR TE A AE A TR TR R U R S D DY L D SR SR )

LIKELIHOOD AND IMPACT COST

For each risk in the risk register the bid itself contains a contingency for the likelihood of the risk occurring, and the potential
impact cost.

The company are bidding for a job that has a risk register consisting of 4 potential risks.

One of the identified risks is ‘Structural defects’, which is classified as having a Medium likelihood of occurring, and this implies
a 40-50% chance the risk will occur at some point during the progressing of the job.

If the risk strikes there will be an impact cost of 123,000.

There are 3 possible scenarios for determining the risk contingency, and we will investigate each one in turn.
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'} Setting the Bid for Job 74 Navigate to "Main menu/Making decisions/Procurement decisions/Set the bid”
Help
[ ESTIMATED COSTS| KNOWN RIVAL BIDDERS
Dezign cost [% of build cost]: 1 % ) )
. Baged in India
Build cost: 8,388,002 -
. E ast State Enterprizes
Site cost: 1,677,800 Horizamn Group
Total estimated costs: 10,388,280 Fiempsztone Building
The Barmmell Group
[ DESIGN CONSULTANT] EIM erperience required BIDDING HISTORY
Design consultant allocated: 5 Job | Period | Country Sector Markup ;I
1 2 United Kingdom Building # Commercial 43% _|
4 2 United Arab Emirates  |Building & Commercial 14 %
| ONCOSTS| g 2 |United Kingdam Building & Commercial | 4.3 %
Froject manager allowance: I [ [far zalary] 13 2 Canada Building & Commercial 43%
- 15 2 South Afica Building % Comrmercial 44%
" . - Impact Risk . - S : =,
Rizk register Likelihood occurs cost| Contingency 16 2 United Kingdom Building & Commercial 43%
Auchagological find | Low (20to30 % chance] | 175,000 0 17 || & |tk el 5 AR || o
: : = 21 2 United States Building & Commercial 12%
Personnel issues | High [70t080% chance) | 51,000 1] — : =
: : = 25 3 [latar Building & Commercial 41%
Conztiuction defects | b edium [40 o 50 % chance] | B7.000 1] - - — - -
SHree) dolede | Medium (40 to 50 % chancs] | 123,000 0 S| 8 |Urwies Fygeion Eelig 0an el | .l &
5 40 3 United States Building & Cormrnercial 42%
44 3 [(latar Building # Commercial 43%
45 3 United States Building & Commercial 12%
SCENARIO 1: NO RISK CONTINGENCY
If no risk contingency is added then there is a good chance of the company winning the job since their bid [~
could be far more competitive than their rivals who would probably have included some risk contingency.
the last &
+zector.
However, if the contract is secured, and the risk occurs, the additional cost could seriously affect the I
job profits, and adversely affect the cash flow of the company. srably in the
T
Chaota Magpur Group have a de-nzked business model that enables them to bid
USEFUL INFORMATION cumpet!tivgly oh price [u:ur the work they _tenu:ler faor, helped enormouzly by their
The job iz in the Building % Commercial sector continuing investment in new technologies.
The job iz bazed in United Kingdom
The planned duration of the job is 3 penods
The annual zalary for project managers ranges from 27000 to 64,000
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'} Setting the Bid for Job 74 Navigate to "Main menu/Making decisions/Procurement decisions/Set the bid”
Help
[ ESTIMATED COSTS] KNOWN RIVAL BIDDERS
Dezign cost [% of build cost]: 1 % ) )
Evild cost & 388 002 Baged in India
u_l ERsL " E ast State Enterprizes
Site cost: 1,677,600 Horizamn Group
Total estimated costs: 10,388,280 Fiempsztone Building
The Barmmell Group
Design conzultant allocated: O Job | Period | Country Sector Markup ;I
1 2 United Kingdom Building # Commercial 43% _|
| ONCOSTS| 4 2 United Arab Emirates  |Building & Commercial 14 %
5 a 2 United Kingdom Building & Commercial 43%
Project manager allowance: | 0 [for salary) 13 | 2 |Canada Building & Commercial | 4.3 %

. X o Impact Risk 15 2 | South &fica Building & Commercial | 4.4 %
e Lerorirnens | 16 | 2 |United Kingdom Building & Commercial | 4.3%
fuchaenlngical find | Low [20t0 30 % chance] | 175,000 i 17 2 |Japan Euielig Sllanmecled | 2532
Personnel izsues | High [F0te 80 % chancel | 51,000 n 21 2 |United States Bu!ld!ng & ':'3"""“'3"3!3' 4z ’f
Construction defects | Medium [40to 50 % chance] | £7.000 0 24 3 |Hatar Building & Commercial | 4.1 %
Stuctural defects | Medium [40to B0 % chance] | 123,000 123000 30 3 |Urited kingdom Building & Commercial | 4.17%

40 3 United States Building & Cormrnercial 42%
44 3 [(latar Building # Commercial 43%
45 3 United States Building & Commercial 12%
123,000 53 4 |Qatar Building & Commercial | 4.2%
173000 b4 4 MHew Zealand Building & Commercial 14%
’ ) 4 [atar Building % Cormmercial 41 %
) 4 [(latar Building # Commercial 43%
cH aA | Limibmd K imm A Dualdinm * Cmraramrsi =l A e Ll
SCENARIO 2: FULL RISK CONTINGENCY 1‘5
. . . . . . . . . 1=
If the full cost of the risk is added then there is less chance of the company winning the job since their bid would e
probably be less competitive than their rivals who may have included some, but not the full risk contingency.
USEF . . . . .
1 However, if the contract is secured and the risk occurs the additional cost will have been covered, and
T will not affect the job margin. If the risk does not occur the margin would be significantly improved.
Thl:: [El= (I L= WS e WS T Y oy [y [ O Pty 1 o [ MR B
The annual zalary for project managers ranges from 27000 to 64,000
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'} Setting the Bid for Job 74 Navigate to "Main menu/Making decisions/Procurement decisions/Set the bid”
Help
[ ESTIMATED COSTS| KHOWHN RIVAL BIDDERS
Dezign cost (% of build cost): 1 % Eased in India
Bu_lld L £ 25ele E ast State Enterprizes
Site cost: 1,677,600 Horizamn Group
Total estimated costs: 10,388,280 Fiempsztone Building
The Barmmell Group
Design conzultant allocated: I8 7 el il s Sector Markup ;|
1 2 United Kingdom Building # Commercial 43% _|
4 2 United Arab Emirates  |Building & Commercial 14 %
L OMCOSTS| ! 2 |Urited Kingdom Building & Commercial | 43%
Praject manager allowance: I 0 [far salary) 13 2 Canada Building & Commercial 13%
e Risk 15 2 South Afnca Building % Comrmercial 44%
Risk register Likelihood occurs ‘ | T 16 2 Inited Kingdom Brilding & Commercial 43%
Archasalogical find | Low (20t030 % chance] | 175,000 0 12;" § ‘I'_Ia'?f’l‘j = g“!:j!”g z E'D"‘me":!a: ig :
Persannel issues | High (70ta 80 % chance] | 51,000 ] - c nied atales B“!I CI!”gl . E'D"‘me":!al i
Construction defects | Medium [40to 50 % chance] | 67,000 i Bt LIoing & —OMmmeErca L
Structural defects | Medium (40t 50 % chance] | 123,000 B5350 ig g H”!:Ej E't”fdﬂm E“!:j!”g E E'Dmme’c!a: 112 .
nited States uilding # Commercial 2R
44 3 [(latar Building # Commercial 43%
AR ] | Initad Statas RuildinA & Carmmereial A7

SCENARIO 3: ‘SENSIBLE’ RISK CONTINGENCY

If a sensible level of contingency is added the bid will still be competitive, and the company have partly covered
themselves in case the risk occurs.

Since there is a 40-50% chance of the risk occurring, based upon probability it is reasonable to cover 45% of the risk
cost, or 55,350. |

If the risk occurs, the company has to find the other 55% of the risk cost, or 67,650, which eats into the
margin. If the risk does not occur then the 55,350 is additional margin.
The job iz bazed in United Kingdom

The planned duration of the job is 3 penods
The annual zalary for project managers ranges from 27000 to 64,000
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Period idertified: 4
Country: United Kingdom
Location: Briston
Type: Design & Build
Size: Medium
Approgimate value: 11,000,000
Duration: 3 periods
Dezcription:  Social houzing developrent
Sector: Building & Commercial
Client: Lowry Homes (:

ESTIMATED COSTS / PLANNED LABOUR SCHEDULE
Job | Estimated| Estimated| Planned| Cumul%% Eztimated dezign cost: 11 & of build cost

maricel hoild cnsd eita rmet lakmnirl  ramnlats

BIM REDUCTION IN IMPACT COST

No action needs to be taken as the cost reductions are made
automatically if the risk occurs, and BIM is being used on the job.

RISK REGISTER

e Reduction | Ex| ed
Risk description Likelihood ""'m: in cost if lapl:f:tur

oears “O%% BiM used | reduction
Archaeological find Lo 175,000 Ma 106 %
Perzonnel izsues High 51.000 Ma 2B %
Canstruction defects Medium B7.000 Ve ThE
Structural defects b edivim 123.000 ez 22%
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i‘.‘,\" E" BIM Building Information Modelling

iz being used for the job
el

Period identified: 4
Country: United Kingdom
Location: Briston
Type: Design & Build
Size: Medium
Approgimate value: 11,000,000
Duration: 3 periods

MITIGATING ACTIONS TO REDUCE RISK COSTS

As we have seen, setting ‘sensible’ levels of risk contingency in a bid can keep a bid competitive in
relation to rival bids, and cover the company for a proportion of the risk cost if a risk occurs.

In addition, if a job is secured and being progressed, the impact costs of any risks incurred can be
reduced by taking a number of mitigating actions.

We will examine possible mitigating actions further.

RISK REGISTER

e Reduction | Ex| ed
Risk description Likelihood ""'m: in cost if lapl:f:tur

oears “O%% BiM used | reduction
Archaeological find Lo 175,000 Ma 106 %
Perzonnel izsues High 51.000 Ma 2B %
Canstruction defects Medium B7.000 Ve ThE
Structural defects b edivim 123.000 ez 22%
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THE JT FLOWER PARTHERSHIP

Dezc: Management consultants

Frofile: The JT Flower Partnership was establizhed over 30 years ago in the LK by bwo fiends, John Maorton and Thomas YWhite, and since itz inception the comparny have built up an
enviable global reputation for providing zpecialist rigk management zolutions to contractars in the building and cormmercial sector of the construction industny, and they have saved
their clients millionz of pounds in the process.

The company have just relocated their head office to Westminster in London, and are also in the process of establizhing offices in Toronto and Johannesburg to meet their
continued expangion, and they have invested heavily in the latest digital technologies to keep at the forefront of their industm.

PERFOBMANCE HISTORY

PERIOD RETURMS BEMEFITS - REDUCTION IN JOB COSTS

Build cost|  Risk cost| % of total

Period .H' CEIITD _Amaunt TEEIET Information for investors a a 0%

TSI il JEID Building & Commercial 0 80353 100 %

2T 0 (| Mathing to repaort 0 0 0%

2 25 % 0 (| Mathing to repaort q q 0%

3 28% ] | Mothing to report q 0 0%

4 25% 1] 0| Mathing ta repart =

5 2% 100,000 5,600 Nothing to report 0 80353

5 25% 202,600 5, 065|Mathing ta repart
7 23% 207 BER 4,776 Mathing to report
a 22% 212441 4 674 |Mathing to report

TARGETED INVESTMENTS

Target investments on the Financial Decisions Screen into risk management consultants to the construction industry can
reduce any risk costs incurred.

The profile of the JT Flower Partnership shows that they appear to be an ideal company to invest in for reducing risk costs on
building and commercial contracts, and to date risk costs have been reduced by over 80,000.

KEY POINTS
Although there are a number of risk management companies, many management consultants do not specialise in this area,
and would not reduce risk costs on job s undertaken. The clues always lie in the investment profile.
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. Industry parameters

FINANCE OVERHEADS PROCUREMEMNT JOB PROGRESSION
CASH ACCOUNT Credit rate; 1.1 % per annum
Owerdraft rate: 6.5 % per annum

Qverdraft limit; — GO0O00

CAPITAL BASE |nzreasze limited bo; G % thiz perod
Sold off limited to: 21 % thiz period

Depreciation rate: 2.5 % per annum

Capital writing dawr; 20 % per annum

INVESTMENTS  Hestrictions
There cannaot be more than: 6 investments at any paint i time
For each imvesztment the magimum increase in the investment iz mited to; 100000 each period

Benefits for jobs in progress
A minimum amount of 200000 needs to have been invested to obtain any benefits for jobs in progresz

For investments that deliver build cost reductionz, ance the minimum amount haz been invested o

obtain benefitz, depending upon how much has been invested, the build cost reductions are bebween; 0.3andl.5%

For investments that provide rizk. management services, once the minimum amount has been
invested to obtain benefits, and depending upon the zize of the investment, for ngks that stike -

risk cost reductions are between: 30 and 40
job delay reductions are betwesr o

P

Mazaca lradinn

The Industry parameters show the risk cost reductions that can be achieved if investments are targeted effectively.

KEY POINTS

If the company are already investing in an appropriate risk consultant e.g., that serves the sector of a job being bid for, then the
risk contingency in the bid may be reduced below the ‘sensible’ level. This would make the chances of securing the job even
better, in the knowledge that should any of the job risks strike, they will be reduced by the investment made.

Can vary each period
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Navigate to "Main menu/Assessing performance/Job performance"

Management consultant report
ALL JOBS IDEMTIFIED RISK ANALYSIS (JOBS WOMN) RETENTION ANALYSIS (JOBS WOMN)
ails Rizk details The bid | Risk status | gation ad .
BIM . o Chance | Impact|Contin in In QHSE| Project BIM | Adjusted % of ;I
Job | Status In = Sector Risk description P cost bid Struck et Invest staff e e o J
4 |Completed early UK | Yez | IND | Pergonnel izsues High 36,000 27,000 Yes 3 Qo0% 000% -633%[ Q00 3372 125 %
Accident on site Low 75,000 18.750) Mo
Client alterations ta the specification High 26,000 13,500 “Yes 4 [-3005%) 000% -BV0% -FA0% 14.495 4 E
Poor decizion making Lo 45,000 11,500 Mo
JOR TNTALS JRFRN 48 MR R &

As well as targeted investments, risk costs incurred can be reduced by employing a good project manager, who will be able to
identify and address the potential effects of the risk.

Conversely, risk costs may be increased if the project manager is inadequate, or if the QHSE Department is understaffed.

In addition, where BIM (Building Information Modelling) has been used on a job, some risk costs may be reducing by using
the BIM model, but this will not apply to all risks.

The Risk analysis for all jobs won and progressed displays a detailed risk analysis for all jobs progressed.

LIy 13U s L sns [E=TNT[¥IIT) LS N] PR INTE) o

Site access izsues Low 74,000 18,500 Mo

JOB TOTALS £4.100 42918 B7 %
49 | Cornpleted early US | %esz | BEC |Unable o work at nightine Lo 97.000 24250 Ma

Structural defects b ediurn 29,000 40,0580 Mo

Specification izzues need resalving I edium 93,000 44100 “Yes [ 3004 x| 0.00%) -4.70%) 1000 % R4.156] 123 %

JOB TOTALS 108,400 54155 50 %

RN I Marmnleted sarn HE | Yee | BRI |Arhasalnnical find I rum 12R NN RO Ma ;I




