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Ret AMlS/tiefletterlKAG/Prnjectsf417 

Mr. Graeme Barclay 
tie MUDF A Utilities Construction Director 
tie Limited. 
Verity House, 
19 Haymarket Yards, 
Edinburgh. 
EH12 5BH 

Dear Graeme, 

MUDFA Project 
Western Harbour 
Leith Docks 
Edinburgh 
EH66QF 

TelephOne 0131 561 2800 
Facslmife 0131 561 2811 

www.a!fredmcalpineplc.com 

27111 August, 2007 

Subject: MUOFA Alfred McAipine lnfrastructtu·e Services (AMIS}- Contract A150 
Construction Services - Delay & Disruption 

1 refer to previous supmtsslons in respect of the above, i.e, letters Ref: 
AMISltie/letter/KAG/Projects/260, 263 and 307 oft91h 122nt1 June and 26th July 2007. 

At the Commercial meeting of Monday 20'h August 2007 a hard copy of documentation entrtled "lie 
Assessment or AMIS MUDFA Projected T!lmover and Overhead Recove1y, based upon AMIS 

MUDFA Tender Programme", wastabled with an electronic copy being forwarded the following day. 

This submission was<subsequently reviewed by AMIS MUDFA and an initial view was outlined at ttie 
Commercial Meeting of Friday 24ih August 2007. 

Item 1: Schedule 8; Program,ne Turnovor 

A hard copy of the .AMIS MUDFA assessment is attached showing a varlance in the projected 
turnover between the parties of £9,0;;16,061'43, derived from the tie Umited assessment of 
£16,151,790.51 and the AMIS MUDFA assessment of £25,177,851.94 as at 31"1 December 2007 
(estimated). 

In swnmary the variance can be categorised as follows: 

I 10 Descriptions ----· ········- ______ Valu� (£} ______ ---�---- - -�-=--=�--""""""c'Olmti-Emts 
1 Measured Works -633,779.59 Determined from the Schedule 8 

'""" " " · · -- · · ·-----· . . ... . ... _ ...... -·-�··· · ··- ··-'"·· · 

.2 Prin1e Cost & Provisional Sums 

Programme. Discrepancy identified 
between two Tender Measured Works 

....... ......... ·"··· -"·· .'."§.lLf{l�!.llill.��9!��-5:�9� , ,. . . . ... . __ 
6,274,032.50 tie Umited assessment is 50%: AMIS 

I MUDFA 80%; see cornments below for 
! .... . �··· ·-··········---······ ...... " ............... . ............................ --.. ---····· __ derivation_of_the AMJS_MUDFA_vatue. 
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_._· ....• ·_ ·:··_·_}6�;::l!:�6·.:.�·� .• �::J:·_6��::�:�:d··��-!J:-�:���:�.�--
5 I 5 Year Defects Correction Period 299,$43.52 No value considered by tie Limited . 

......... L.............. Total Va(l�nc�_:_�_ -�·0_2_6�,.0_6_1_.4_3_,_ ___ 
· 
___________ _ 
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Please note this variance has been further refined and checked from that provisionally presented at 
the COrnn1ercial Meeting on Friday 24m August 2007 following an in ternal review, post meeting . 
However the variance between respective measured work values, as Tendered needs .to be 
addressed; see cornrnents under I P  1 al::>ove . 

The value of the turnover derived from the Prime Cost and Provisional Sums have been determined 
in accordancewith the following agreed Contract documentation; 

The. appropriate allocation within the B ill of Quantities {Schedule A) . 

By Work Sector and Une against the discrete Programme provided, at the request of tie 
Limited, du ring the CARP Process; and 
The Schedule BiProgramme, 

As a consequence of the above basis, derived as noted from contemporaneous information, . AMIS 
MUDFA are unable to concur wjth the statement made in your Mr. Casserly's email of Tuesday 2Ft 

August 2007., timed at l8'. l4hrs thattt1e tie Limited assessment is; 

" . . . . . . .  baseCJ on: the assumption that it is reasonable to assvme; both at tender and as actual 
incurred costs, that 50% of the provision at and pnine .costs wifl be spent 1n the financial period". 

With the greatest respect, adoption of what is. perceived, by tie Limited, to be a ''reaso11able" 
assumption cannot be deerned as an appropriate or valid alternative for data and values derived frorn 
within tl1 e agreed contract framework, An arbitrary and unsubstantiated assessment of "50%'' does 
not represent a• party •acting reaso11ahly". 

Item 2:Turnover to December 2007, derived from the tie limited and Stakeholder Constraihed 
(forrnerly Imposed) Programme (RevisJon 05) 

As advised . at both of the above noted Commerclal. Meetings minimal input by AMI S  MUDFA has 
been applied to determi n ing the anticipated cumulative turnovet at December 2007 ; g iven the 
ongoing delay, disruption and dislocation to the Programme such a process would be indicative only. 
The information provided has been derived on an indicative and for information purposes basis only. 

Additionally the adoption of Gogar Depotwilhln the overall turnover is noted; however the financial 
mode! and subsequent overhead recovery contemplated under MUPFAis predicated against20% of 
the resources, the equivalent of circa 12% of the overall turnover, being subcontracted. 

In the case of Gogar. the value of turnover subcontracted is significantly greater, given the nature and 
scope of the. Works when considered against the MUOFA Bill of Quantities, rendering the f ull 
inclusion of Go gar Depot turnover inapproprlate. 

It is me Construction Services Programme atRevision 05 that deterrnines the basis of the turnover 
and recovery calculation which has been adopted by default and is deemed tie Limited approved. 

Item 3: Determi 11ation of 8.80% Overheads and Profit 

As advised at both of the above r1oted Commercial Meetings AMIS MUOFA sole1y do not concur wlth 
the basis adopted by tie Limited to .detennine the corporate overhead percentage within the 8.80%. 
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As a consequehce t11e information provided has been derived on an indicative and for information 
purposes basis only, primarily for ease of comparison between values determined under item 1 
above. 

AMIS Commercial Director, Mr. Steve Hudson, will table the appropriate numbers at the meeting 
scheduled for Wednesday 291h Allgust 2007 at 1 4 :00hrs. 

Item 4: Shortfall in Turnover at tie Limited Interim Certificate No.8, to 27tt• July 2007 

As agreed please find attached an analysis of item 1 above. up to and including the most current tie 
Limited certification of the Works. 

--.. ----------·---························· 

....... .......... _. __________ 
O_e_s _c _ri

-p-ti
_o _n 

_____
__ 
-
___ 

-
__ 
-_-..... � ��·

:.�. I· Certific-·a_t_e_�_�T_u_�- 1--�-�_e_r_�- -�oiita"'"'''"' 

Pre-Construction Services 
PCS 

Construction Services 
Preliminaries 

Contract Preliminaries 
Line 1 Work Sector Preliminaries 
Line 2 Work Sector Preliminaries 

Works 
Work Orders (incl MOS} 

Change Controls (Prime Cost & Provisional  Sums) 
All (including Gog;:ir) 

other 
1 % for 5 years Defects Correction Period 

987,6 1 1 

932 .468 
34 ,067 

6,730 

167,468 

3 , 1 86 , 1 96 

0 

---�-------------�·--·-··- - ·············.!.t?.t�!.� .. .... 5,314,539 

996,352 -8,742 

86 1 , 374 71 ,094 
310,681 0276,6 14  
1 55,340 -148,6 1 1 

3,4 1 0,665 -3 ,243 ,  1 97  

4 , 1 27,322 -94 '1.1 26 

1 1 3, 1 62 - 1 13 . 1 62 

9,97 4,897 . ... -4,660,358 .. 

This analysis highlights a shortfall in turnover of £4,660 ,358.00, as at the 2ih July 2007, against, as 
established above, data and values derived from within the agreed contract framework. 

Item 5: Conclusion and Action Plan For Success 

The correspondence to date, together with all appropriate progress measures indicates that the 
MIJDFAWorks are significantly behind programme an<l values. 

Contemporaneous records confirm that !he root cause of this delay is a direct and irrevocable 
consequence of factors that AMIS MUDFA have been unable to control or mitigate over the Contract 
Period to date. 

Alfred McAlplne Infrastructure Services limited. Registered in England No. 00728599 
Registered Ollicc: Kinnaird House, 1 Pall Mall East, London SW1Y 5AZ 
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The delays are a result of late and inaccurate designs , tf1e breakdown of Pre"Construction Serv,ces, 
insufficient detail to support planning and effective operations, together with ongoing concerns 
relative to the suitability , accuracy and viability of those IFC designs and design related information ,  
provided by tie Umlted to date, as Employer. Project Sponsor and Project Manager. 

Following letter Ref; AMISltie/letter/KAG/Projects/260 of Wu, June 2007. AM IS MUDFA welcomed the 
acknowledgement by He Limited of an entitlement to recover AM IS fixed costs and overheads, in 
recognition of the ongoing programme delay, disruption and dislocation resulting from late designs ,  
thatwHI not be recovered by  December 2007. 

The framework for the remedy has been identified, with the following actions proposed to provide a 
suitable and appropriate platformfor the remedy to be administered; 

1 .  Agree the entitlement as a matter ofprinciple, with quantum to follow, 

2. Acknowledgement by tio Limited that the agreed terms of reference shoUld be adopted to 
evaluate turnover, not a uni lateral perception or expectation. 

3. Review and agree the component elements of lhe 8,80% overheads and profit uplift 
accordingly. 

4. Following consensus on item 1 to 3 above measure and value the AMIS MUDFAentitlernent up 
to and including 271h July 2007, with minimum dispute . 

5. Review the. entmement detennined undef " item 4 on an ongoing basis up to and including the 

December 2007 PaymentCertificate; and 

6. Agree a "shake and bake" re.lated solution; as indicated by tie Limited at the Commercial 
Meeting of 24°1 August 2007, is Inappropriate and does not serve the long term interests of 
either party. 

AMIS MUOFA look forward to the expedited resolution of this long running matter and appmptiate 
certrfication on the forthcoming Payment Certificate. 

In the event resolution is not achi eved by Wednesday 291h August 2007. an indicative value will be 
lnc.luded in Application for Payment No .H, In the expectation that tie Limited wm acknowledge thelr 
obligations , liability and duty of care by certification and payment ofa n  appropriate interim amount, on 
accouht to AMIS MUDFA. 

Yours sincerely, 
For and on behalfofAlfred McAtpine Infrastructure Services Ltd 

Andrew Malkin 

MU DFA AMIS Project Directo r 

Alfred McA.lpine lnfrastructure Services limited . •  Registered in England No, 00728599 
Registered Offic�; Kinnaird House, 1 Pall Mall East, London SW1Y5AZ 

CEC01704259_0004 
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Ue Project Team 
John Casserly 

MUDFA Project Team 
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Taryne Lowe 
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Attached/. . . .  tie Limited Assessment of AMIS MUDFA Projected Turnover and Overhead 
Recovery, based upon AMIS MUDFA Tender Programme, updated to 
incorporate AMIS MUDFA determination (One A3 page}. 

<i?07f}):}, 1  
U_O t�1,1�1J1 :..;!-j'f,:-,! 
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MUDFA Contract 
tie Assessment·Of AMIS MUDFA Projected Turnover and Overhead Recovery 
eased Upon AMIS MUDFA Tender Programme 

tl:9.i :.c..;,e;s{���it1�� 
Financial Year Ja.n 07 To Dec 07 . Assumed 50% Provisional &. Prime Cost. Expend:iture 

TRAM line 1 

Haymarket tc Pk:ardy 

Picardy to South Leit� 

South Leith to Ocean Term 

Hayrr,a,ket to Rosebum 

Granton to Ferry R.d 

Rosetiurr. to Ferry Rd 

50% Prov & Prime Cost S;iefld 
Gogar Depot Phase 1 
Goga� Depot Phase 2 

Revi5ed Te�der 
Programme 

Comme,1cement 
Date 

30/0412007 

02i0412007 

1711212.007 

22l10.'2007 

()5/{1812007 

12/1 1 12007 

Tend et 
Programme 

Duratio� (Days) 

227 

190 

131 

80 

84 

38 

Tend$r€d Measured 
Works Val.ue 

5,006,203.65 

2,75� ;629.18 

2.078.071 1 5  

1 62,379.60 

1 ,381,884.16 

180,88,.87 

1 1 ,551 .049.61 

Supply Of Powec Cables . Ailo1>.' For pericel eased On AMIS &,omissions ie circa £450k in tote; 
Change Control (As per a:-.ached summa:y) 

Total 

Potential AMIS Underrecovery 
AMIS Contract Overhead 
Odt 
inst.:rance 
Profit (basec en 06) 

% to be applied 

Note : 

2.80% 
3.30% 

8 80% 

6. �0% 

2.70% 

Texered % 
Cmn;:liele In Period 

100 

1 00 

89 

1 00 

.00 

1 .  AMIS MUOFA tender submission and progtamme b3s.ed :.:pon constn.Jction start delayed !o 2nd Aprii 2007 
2. Assume Prelims in the per,od will be neut�! ie 52 weeks as per tender 

Anticipated 
Tender 

Tu:nover In 
Period 

5.006.203.65 

206.22D.80 

144.1 "11 .90 

1 ,381 ,884 . 16  

180.881,87 

9,670,931 ,56 
6,480.858.96 

0 
c 

0 
G 

16,,5P90.5, 

1 6. 151 ,790.51-

50% Prov & 
Prlme Cos: 

Spend 

3,354,1 56.45 

1 ,843.591 .55 

Rev 05 ?rojec!l:'ct 
Commencement 

:Jates 

29/10/2{1{17 

06iD8/20C7 

1 39.230.?7 .214{07 & 2107i07 

913,826.96 2-5i 1 1 /2007 

1325.862.39 01/1212008 

121 .190.85 ,8/08/2008 

6.480.858.96 

Potential Redc;¢ed Tumover 

Potential L<nderrecovery @ 2;7% 

Projected Actual % 
Ccmp!ete In Period 

Based on Ju:y 
Commer.c:ment 

28 

69 

88 

43 

0 

0 

3. Prime cost and Pm,,;si-Onal Sums . maybe an argument that there is poter.tia!ly .s minimal reduction ir. turnover as.sociatec; with the reduce(!. percentage co:n;;,lete on ;he three highlighted areas above · 
bu: this may be based on a flawed tender assum;}tio:Hha! all provisicnal and prime cost s,.,m w0<,,td be 100% spem. For the oasis of this exercise ta�en Prime/Prov sums of£: S.Sm against an orig:r.a: 
measur2<'.l works vaiue of £.1 1 .561 ,049 which is a rr;u!tipfier cl circa 1 .� and oniy 50% af the provislonai sums are actually expendeo. 

4. No ac,;:ount has been ta.:en ir. ,M above calculations for the SAL utiiity diversions which are circa £3m for TRAM works ar:d wilt be spent over two periods 
5. Na account t>as oeen ta).;en of tl',e poter,tiai over reccvery of AMIS in future periods. 

TRAM Urn: 1 

Haymarket to Pio;;roy 

Pica,uy tb South Leitli 

Sot.ih Leto.Ii to Ocean Term 

Haymar'"et to Roseoum 

Granton to Ferry Rd 

Rcs.etiurn to Ferrf Rd 

Line 2 

Roset�um t<; G�)Gaf 

80% Prov & Prinw Cost Spend 
Gogar Depa: Phase 1 
Go9ar c�epo: P�ase 2 

·"\r.-e-.a 

2 

3 

4 

5 

6 

7 

Revised Tender 
Programme 

Commencement Tender 
Date {i mc,nth Programme Tendered Measured 

.ze:..2yefJ} Duration (Days) Works Valve 

.3010412007 227 ,:.009,948.06 

C2l0412007 190 2.736,926,05 

17/1 2/2007 i31 2.169,027.$$ 

22/10/2007 SD 174A75·. ':4  

0610812007 84 1 ,51 G,:373.C-6 

l2t1112007 38 4G,297A3 

191': �/2C07 81 5::7.Bf.,7.S2 

12 .088,917.52 

Suppiy ()( Power Cables - Allow Fer period Sased on AMIS Sut;m:s.sions re c:rca £450k w, total 
Change Control (As per attached s�mmary) 

·',/'i<:r'� Sed:c:- ?:eHmi;10.1:£s 
Ccrr..rB,� �.-:.H�i�r;ecs 
1% ftx fr;r Gt"!{-0<."ts. Co:rcctk,;-.";- ?e�:� 

Potential AMlS Underrecovery 
AMIS Contraci Overhead 
[idt 
lnSs:rance 2.80% 
Profit (based on 06) 3.30% 

% to tJe appl ied 

Note : 

8,80% 

6. 1 0% 

2.10% 

Tendered 91� 
Complete In Perice 
(Fro:-r� P:-,rg:amr;;e) 

1 .  .O.MIS MUDFA tender s@misslon and prr,grarnrne based upon construction start delayed to 2nd April 20.07 
2; ?rtme c�t enc Prcv;sicma: SL!IT$S - From Cl;..RP �rt::;gramme 
3. w�,e 2 ::or..$l¢ere<: 

4. S�;-;;-:.p3�.stic vi�'\'( z £3&; 1-04.344 t' 64 ,veeks x 40 week$ = £2s:. ,440528- {i.e c�mpa:-faje_ to A;\h !S a�se:;smerit of c:rc:a_ £25ni) 

Anticlpatec 
Tender 

Turnover In 
Pe:iod 

4 .. 324.$01 .SS 

33.1358 .. 02 

t50
1
C21 . .33 

38.:5{:8-.26 

242.351 .4:'l 

9.C-37,151 .96 
1 2.754,891 .46 

0 
0 

0 
0 

2 L792,043. 42 

� ,08.3A 1 S.Oti 
2�002.546: CI) 

299.8,:3 .52 

3. 385, 808. �2 

.25,1 77,851 .. 94 

tCO% Prov-& 
Pri:ne Cost 

Spend {From 
?rcgr.amme) 

47,SC'D,78 

211 .737.77 

i2.754,89�.4S 

Potential Reduced Turnover 

Rev 05 Projected 
Corrmencement 

Dates 

29110/2007 

0610012007 

2!4107 & 2."J71C 7 

2511 Ji.2007 

01i12i2008 

18/08/2008 

Potential Urit!er<ecovery @ 2.7% 

P�ojected Ac!ual % 
Ccmp!ete 1npericd 

8,.sed on July 
Cornmencemerrt 

28 

69 

BB 

43 

a 

0 

c, 

Projected 
Aciual 

Turno11er In 
Period 

1 ,389,386.92 

1 .897.175.91 

1 ,824,260.93 

69,01 1 .33 

o.oc 

O.GG 

S.179,835.09 
3.483,254.29 
2,849,2.56.50 
1 ,  783.083.1 0 

378.431 .00 
421 . 1 7.S.34 

14.095,039.38 

14,.005,039.38 

2.056.751 . 13 

Projected 
Actual 

iurr.over In 
?er!od 

': ,867,:J:39.37 

0.00 

C.00 

�i.227,97�L04 
3.5�5,5�3.2"! 
2:849,2.56.50 
1.783,083. 1 0  

378,431 .06 
421 . 179,3.: 

14, 1 75,436.25 

244,200.00 
2,177.972.29 

1 73-A56.a� 

2. 595-1>31. 12 

1 6 ,771 ,067.37 

8,406.784.57 

226,983.18 

Maxl:::ium Prov & Prime 
Cos! SpeM 

939,163,80 

1 ,272.073.17 

; .225,230. 75 

46.781 .56 

0.00 

0.00 

3.483,254.29 

Maximum Prov & Prime 
Cost Spend 

!,278,858 .. 8·3 

0.00 

G .00 

c:oo 

3.5�5.Si3.21 
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