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@ - CCl Is A Specialist
SO Consultancy Providing:-

Insurance Claims Consultancy
» Forensic Schedule & Programme Analysis
» Programme & Project Monitoring

Litigation Support
» Expert Reports
» Expert Witness

Project Management Services

» Project Planning

» Interim Planning Support

» Cost Support
Work Product Developed Exclusively For
Insurers & Reinsurers



: lal Costs In The
< Potentia |
Oﬁmcomumm, Event Of A Clalm

Business Interruption Claimed Costs Generated By:-
 Time taken from date of loss occurring until the date of

Return To Service, e.g.
» DOL =1 January, Return To Commercial Operation 31 March

=90 days
» Therefore, loss = 90 days x daily Bl rate (say, £250,000 per
day) = £22.5m
Delay In Start Up Claimed Costs Generated By:-
« Contract overrun following a claimed event, e.g.

» Contractual project completion = 31 December, Actual
Project Completion, including claimed event = 30 June

» Therefore, loss = 180 days x daily DSU rate (say, £150,000
per day) = £27m
« Does this simple calculation reflect the correct

answer?
 Arethere any other issues that need to be taken

Into account?



@CM What To Look Out For —
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What Is Analysis?

Where is the Critical Path?
Is there any other work being carried out?

Assess influence of concurrent turnaround & maintenance
works

Take out non-insured events — As-Built-But-For Analysis

Is the reinstatement work being carried out as quickly as
possible?

Is there an attempt to mask the Insured’s delays with
covered reinstatement?

Is the Insured making changes? What are their effect?
Has the contractor performed adequately?

Create stand alone programme if necessary to test the
timeline

Share findings with the Insured



@CAPITALCONSULTING The Clalms AnaIySiS ProceSS
— What Needs To Be Done Retrospectively

« Establish information used to manage the project
» Formal requests for information
» Meetings with interested parties
* Request electronic copies of pertinent programmes

» Original baseline / contract programme
* Progressed programmes produced during the reinstatement

« Any mitigation or changed strategy programmes
* Relevant Reports
« Regular progress reports produced by the contractor

* Any other progress information, e.g. Earned Value Analysis,
Meeting Minutes, etc

» Clerk of Works reports
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Programming Methodology -

Critical Path

Critical Path - Definition

“The longest continuous path of activities that must be completed as
planned for the entire project to be completed by the specified
Completion Date. If any activity on the critical path is delayed by

be delayed by one day”

one day then, all other things being equal, the entire project will

ID  [Tazk Name Duration Start Finizh Predeces=orz 08 31 Mar ‘08 07 Apr 08
w|T[F MITIw[T[F[s[s[m[T|w[T[F]

1 Start Milestone 0 days Fri2g Mar'08 Fri2g Mar '02 ;

2 |Task A 1day? Fri2éMar'08 Fri2a Mar 081 '

3 |Ta=zkB Jdayz| Mon 31 Mar "08| Wed 02 Apr"08(2

4 |TazkC 2 days| Thu 03 Apr°08| Fri04 Apr 03

5 |Ta=zkD 1 day? Mon 07 Apr'08 Mon OF Apr'084

G |TaskE Z2days| Fri2d Mar "0&| Mon 31 Mar "08 255

7 |Ta=zkF Zdaysz| Fri2Zad Mar "08| Mon 31 Mar "08855

& |Tazk G 3 daye| Tue 01 Apr°08| Thu 03 Apr0&(7

9 |Ta=zkH 1 day? Thu 03 Apr'08 Thu 03 Apr'08 8F5-1 day 6

10 |Finigh Milestone 0 days| Mon 07 Apr 08 Mon 07 Apr 08|95

% 07104
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Activity Activity Orig [Rem| % Early Early
[1] Description Dur | Dur Start Finish

Mizc or Multiple areas

Primavera Programme - Detall

Time Now / Status

Date

2007

APR [ MAY JUN

(Progressed Up To) '19 26| 7 8 16,793,307 1421 2%: 11,18 75

RB1620E10|Review Cable tray support 5] ble tray support steel desi in N-S Rack :
Actual or Forecast Dates : 2 :
A ol H' . . .
= A’ signifies an Actual : : :
iperac 5 : ! !
RB1700E [Cable Tray Support Concrete [ 6] 8] of1znovoe | 2f20NOv06 | able Tray Support Concrete design IFC | - :
Mizc or Multiple areas : . Cntlcal Pa-th H
REBSS0 E Control Package (P&IDS, Line 51 2 40| 11 SEPDGA 0 (11DECOE Control Package :P&IDS, Line Lists , E
RBS50 E Pipe Stress Analyziz 40 20 35 [25SEPOISA 1|08DECOS -Pipe Stress Analysis E % . E
RETSOE [IFCIsos 30 52|270CT06A 0[22DEC06 e s T : :
RB1740E40|Cable tr 2 60 [160CT06A | E-|22N0\.-‘06 Cable tfay support steel deélgn N-5 RacleA ; E
RE1740E30|Cable tr: 0| 0MDECOS 5 (01DECOE Cable tray support stee| design N 5 Rack IFC Float |
Mizc or Multiple areas E E ! :
I I : ! i \
RE1405E [CABLETRAY SUPPTSTEEL [ 5] 8] of21noves [ 4[27NOW0E : g CABLE TRAY [SUPPT STEEL FONS SIC o | \
RBZ140E |PIPE DELIVERY SHOP FAB 47| 47 0[18DEC0S 0[21FEBOT : L N _PIPE DELIVERY SHOP FABL
: L0 B!
Piperack i 1 ; .
RE1020  [INSTALL LOWER TIER PIFING sg| se 0|27DECOS 0|0sMARDT ! \ ‘-\ OVVER TIER IPIHG LB
RE1030  [INSTALL MID TIER PIPING LB 70| 70 0[121aN07 0|03APROT ' INSTALL |DTIER PIP
' A\ ' '
RB1130  [ISOLATION REINSTATEMENT 84| B84 o[181AN0T 5 [26APRO7 : :
RB1040  [INSTALL UPPER TEER PIPING LB| &0[ &0 0[2814N07 0[0sAPROT : A
RB1210  [INSTALL MID TIER PIFING 3B ES o|o7TmAR0T 2[174PROT . N .
RB1250  [INSTALL UPPER TIER PIPING SB 36 o|osmaRr0T 0|194PROT . ' :
RB380 RACK PIPING TESTS 43 o|osmaRr0T o|o3mavor . B|ue Bar Showmg . -RAC PIPING TESTS
RB1100  [MECHANICAL COMPI FTIF i n o[14mavor : : MECHANICAL COMPL
RE1750 |DRYOUT & CON e a 0|2elunoT 5 Progress 5
Cable Tray Rack rlglna an :
RE180 FDNS FOR E-W| ini H 3 |2718N07 . . .
“ Remaining Durations . K . .
RBZ250 ERECT E-W CAl o 3|z4FEBOT ! BLE TRAY STRUCT STEEL |
& E for those Activities / : : :
RB2550E10|Electrical and In . 3 [28APROT 1 H Eleclrical and Instrument Di
RBZ23%0E10(Inztall new cabl TaSks In Progress 3 [06MARDT | H cable tray ||1 new rack |
RBZS00E  |Pullinstrument homeron caBies | 207 20 UTOTREROTS | 3[29MAR07 ! : t7-Pull |nstrurrier|t homerun tables
RB2520E  |(Instrument Terminations 26| 26 o{14Mar07 3{124PR0O7 None Work ! ! -|nstrument'rermmat|ons
RB1870E |LOOP CHECK 20| 20 0[214PROT o[14mavor . : : LOOP CHECK
Periods ; ; -

(—
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@%m Damage To Gas Rig Topside

Background

» Construction of topside at Taiwan yard

» Typhoon damage — crane landed on deck
Claim

» Claim consisted of Physical Damage —
approximately US$2.5m

» Delay — mentioned in passing in reports

» Delay claim — agreed at 1 meeting, no
programme analysis undertaken

» Delay agreed at 100 days out of a claimed 122
days based on contractor evidence

1 day = US$100,000
Total delay claim = US$10m

V VY
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Problems With Post-

@ML Reinstatement Analysis

Information may not/will not be available — general reluctance
to provide programming information

Paper —v- Electronic Copy

» pdf ‘pictures’ may only show what they want you to see
» The use of analytical software is not possible
» Checking paper can be very time consuming

No control for Insurers during the rebuild

Evaluation of options is limited

Lengthy overruns — lack of culpability

Overall claims process normally takes longer

You will pay more for the claim

Looks at problems after the event — no early warning system

What harm is there in getting the correct information, even if it
IS not eventually used?

BUT — most claims are dealt with in this fashion & satisfactory
results are achieved



Q) Questions Raised

= Breakdown of audience — Loss Adjusters, Underwriters, Claims
Managers, Brokers

= Have you ever had a loss you considered was over-claimed?

= Have maintenance/turnaround works been carried out at the
same time as repair?

= How has this been managed?

= Have there been other delaying events during the repair
period?



<P Reinstatement Monitoring
s For Business Interruption

Bl monitoring consists of monitoring the reinstatement
of a facility following an insured event, such as:-
» Explosion at a petrochemical plant
» Turbine failure at a power plant
» Machinery breakdown

« Why bother monitoring? Need to correctly assess:-
» Upgrades
» Re-modelling
> Betterment
» Pre-existing problems
» Maintenance shutdowns/Planned outages
» Contractor errors
» Expediting the re-build
» Anything else — what at the experiences of the audience?

« With Daily Values often in the $250-$500k range, each
day saved is important



@ Business Interruption Monitoring — What
s Does It Involve?

 Review any pre-existing outage plans

* Review of contractor’s target programme,
preferably before re-build work commences

 Meeting with Insured & Contractor to fully
understand what work will be undertaken

 Review of regular progress updates -
sometimes daily, possibly with clerk of works

* Independent progressing of reinstatement
schedule

« Determination of cause of any delays
* Final report setting out findings



«p  Reinstatement Monitoring
o Action List

Initial Information Request
* Request information that is already being or will be produced
« Baseline / Contract programme
* Overall method statement — what will the reinstatement involve?
» Regularly progressed programmes — establish frequency
» Clerk of Works/Daily Reports
* Programme information received in native software format

Regular Analysis
« Comparative analysis — use of software
« Generate regular reports
* Interpret results
« Risk Benefit Analysis on probability of completion

+ ldentification of issues not necessarily covered by the policy, e.g.
» Upgrades
» Contractor issues



@ What Else Can The Information Be
%%CONSULTING Used For?

« Assessment of mitigation plans
« Apportionment of delay

« Control of time

* Policing of insured

* Risk profiling — likelthood of completion
success

16



Risk Analysis Completion
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AR-B6 - BASELINE Rev.00-21dez207 /
Entire Plan : Finish Date )
i it N Entwe Plan
280 - 5% 020600 1400

Hits

Oliun0s 21 0
Distribution {start of Interval)

R 250un8 1800

B 220en08 1100

Fun0d 16 00

TR 1Tl

TO% 150un08 1700

% 150un0% D00

0% 120un08 17 00

o 55% 100Un0S 1200

SO% D8NS 1100

- 45N DRUn0® D000

40% 07009 DU 06

= 35% DAlunts 1000

- 30% 03Uun0s 0D 00

298 0V e 1500

200 31 Myi09 0900

15% 20wy /08 00 00

10% 27/Myi08 1200

% 3Mey06 1400

o% 1My X5 0600

TAnDE 1TO0 12008 1300

Cumulative Frequency

Anatysis
Semulation

Rerations

M ax imum
Hean
1decian
Std Devation

Bar Wath

Hghighters
50%

Deterninistic {18/May/08 16.00) 2%

100% probability
forecasts a completion
60 days later (8.6 weeks
later) of the 17 Jul 2009

J

~N

There is a 80%
confidence in
achieving the 19
Jun 2009 date

J

AT

After performing a risk\
analysis on the
programme it shows
that there is only a 2%
chance of achieving a
completion date of 18

May 2009 y




@mmwml\/lonitoring Of Repalrs - Summary

Establish at the commencement of the reinstatement what
information will be used and made available to the team

Have an understanding of what is happening as the project unfolds
Capture progress across the project, not just the claimed delay

Use data that is already being produced for the day-to-day project
management of the reinstatement

Avoid reliance on facts being reported by the Insured — find other
basis of verification, e.g. independent clerk of works

Make sure you get available information
Share findings with the Insured on a periodic basis

Objective is to establish that the works carried out for the
reinstatement of the claimed event were done as quickly as possible
and isolate any factors outside of the policy coverage

Review of any mitigation plans

NB: With no monitoring, you are a passenger on a bus

being driven by the Insured — with monitoring you get to
drive the bus
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Case Studies

»Natural Gas Plant
»Power Station - Operational
»Petrochemical Plant

19



@ Natural Gas Plant

« Equipment failure during operational phase
« Loss of Production Income

 Enhancement & Betterment carried out to make the plant
function correctly

» Poor original design & build
» Plant upgraded
» Time element for upgrades

« “As-Built-But-For” analysis carried out to determine delay caused
by specific events

« Achieved by monitoring daily progress updates and determining
iInfluences of enhancements




@ | Power Station - Operational

« Major core fault to a Generator Unit

» The first planned forecast completion date for the reinstatement works
as stated by the contractor was 15 Jan 08

* Return to Service (current going into the grid) actually happened on 18
Feb 08

« Equated to an overall programme delay of 34 calendar days

* Project monitoring of reinstatement works undertaken — using daily
reports of Insurers’ Clerk of Works

 Programme updated on a daily basis to track what was actually
happening
« Determined that contractor was responsible for part of the delay

» Works carried out incorrectly

» Procurement of incorrect equipment
» Longer than anticipated bottom bar installation

» Contractor delay assessed at 17 days




@ Petrochemical Plant

Petrochemical plant, Port Arthur Texas producing
ethylene & propylene

Explosion & fire — caused damage to approximately
25,000 linear feet of pipework

Expedited reinstatement programme calculated to take
12 months

Actual reinstatement period = 18 months

Monitoring showed other works being carried out —up to
9,000 ‘other’ activities not connected with the fire

Bl peaked at US$1m per day
Arbitration settled in Insurers’ Favour




<& Delay In Start Up — Post Claim
G’ML Analysis & Monitoring

* Check list of important points to bear in mind:-

» Was the project already in delay?

» Is information forthcoming?

» What was the criticality of the event?

» Are economic mitigation measures possible?
» Will mitigation be solely for insured delays?

» What happens when the project reaches its pre-incident
status? How do you know?

» Are there any superseding events?

23



@ - Power Station - Construction

« Facility is a gas-fired power station in US

« Explosion occurred during the initial commissioning of the
turbines

* Initial DSU claim analysis — should there be a claim?

* Need to establish exactly what status the project had
reached to understand what works were left to complete

 Ongoing monitoring carried out to highlight:-

>

>

Y V

Current programme is based upon anticipated access dates for vendor
inspection

Risk that further work will be identified after inspections are carried
out

Contingencies that can be deducted from the rebuild schedule or
managed for Insurers’ benefit

The work is carried out on an expedited basis
In the event of another incident occurring, ensure that the associated
time can be separated from the current event

Determine when the rebuild reaches its pre-incident construction
status to identify when time-related contractor costs and (if applicable)
DSU payments should cease 24



: Programme Monitorin
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- There are two main approaches in assessing the correct period of
reinstatement covered by the policy:-

» Forensic Analysis (no independent monitoring)

« Analysis of reinstatement undertaken using information provided
following the works being completed

» Potentially difficult to get correct information in correct format
» Probable that other issues ‘hidden’
» Potential that overall period is longer & therefore Bl is higher

» Monitored Approach - Reinstatement Monitoring

* Collation of the relevant information as the reinstatement
progresses

* Reports generated throughout the life of the reinstatement
« Early warnings are sounded

» A very focused approach

* Quick and efficient determination of delays

« |dentification of the actual reduction in overrun achieved by any
acceleration or mitigation

« |dentification of other delaying factors, not covered by insurance
A powerful tool in claims evaluation - You get to drive the bus!



<P Conclusions

Time-related claims can be complex and very expensive
They occur across all types of projects & industries, e.g.
» Construction & Engineering
» Petrochemical
» Energy
» Oll & Gas — both Onshore & Offshore

Need to be managed as closely as PD losses, if not more
SO

Analysis can be carried out at any stage, but results are
dependent on information available

Consider monitoring at an early stage

Never forget, Time IS Money — can you afford not to
look after it?

N
(o))



Capital Consulting
INTERNATIONAL

Achieving Results




