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Typical risk transfer vehicles only help contractors manage a portion of the risks
 1
that are inherent on a construction project. Other uninsured risks can be mitigated
by focusing on several key areas, including the contract, the budget, the project
schedule, changes, and the document management system. This presentation will
review each of these key areas in detail and demonstrate techniques that owners
and contractors can use to increase their ability to manage these risks.

➢ Examines the impact of uninsurable risk on contractors’ short-term and
long-term performance.

➢ Provides strategies for mitigating uninsurable risks in a way that mini-
mizes contract disputes and delays in performance.

➢ Provides tools for evaluating performance over a project life cycle, iden-
tifying problems, and taking corrective actions.  
1
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For more information, call Steven D. Davis

(205) 581-9398 or email crs@McGriff.com

WE STAND
BETWEEN YOU 

AND YOUR RISK

EXPOSURE

McGriff, Seibels & Williams, Inc.

www.mcgriff.com/construction

C O N S T R U C T I O N  R I S K  S E R V I C E S

McGriff, Seibels & Williams - innovative solutions for your unique construction exposures.

We provide you a team of client service, marketing, claims and technical specialists 

backed by more than 100 years of construction industry experience.
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Alfred E. Schaer
Chairman

Strategy, LLC

Mr. Schaer is one of the speakers for Workshop H1, “Managing Risk Beyond the Insurance Policy,” on
Thursday. He has over 40 years of extensive experience in the practice of construction claims with spe-
cial emphasis in claim avoidance, contractor performance problems, claim preparation and analysis (de-
lay, acceleration, and productivity), dispute resolution, litigation support, claim management, merger
and acquisition, and expert testimony. Representative clients include owner, insurance company, devel-
oper, law firm, contractor, architect/engineer, subcontractor, and financial institution.

Prior to founding Strategy LLC in 1990, Mr. Schaer served as Chairman, Chief Executive Officer, and
Founder of Schaer Associates, Inc. (High-Point Schaer), a worldwide construction and environmental
claims consulting firm. Prior to that, he was Vice President of Operations, Vice President of Contract Ad-
ministration, Chief Estimator, and President of Construction Management Division of Nalews, Inc., a major
contractor specializing in construction of sewage, water, and industrial treatment facilities throughout the
eastern United States; Assistant Regional Manager of D. Fortunato, Inc., a project engineering, estimat-
ing, and contract administration for ENR 400 contractor; engineer at U.S. Bureau of Public Roads; and
Lieutenant in the U.S. Army, serving in a combination of field and office engineering.

He holds a B.S. in Civil Engineering from Polytechnic Institute of Brooklyn and is licensed as a Profes-
sional Engineer in Florida, New York, New Hampshire, and Pennsylvania. His affiliations include Ameri-
can Arbitration Association’s National Roster of Neutrals—Neutral Arbitrator, American Institute of Con-
structors, Construction Industries of Massachusetts, Inc., Florida Engineering Society, National Society
of Professional Engineers, The Cornell University Real Estate Council, and Massachusetts Building Con-
gress.
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PROJECT REVIEW SYSTEM

Alfred E. Schaer
Strategy, LLC

I. Project Review System: An Overview

A. A contract administration auditing system which provides an Executive Overview of 
critical information for each project.

B. Key to the system is to have the review performed by an individual that has consid-
erable project management experience with the project being reviewed, familiarity 
with cost reports and financial forecasts and expertise in preparing and modifying 
CPM schedules.

C. Reviews are performed on a set timetable, i.e., quarterly or semi-annually.

D. Primary goal is to identify problems in a more timely fashion, which allows correc-
tive actions as soon as possible to mitigate delays and adverse effects.

E. System allows a company to be proactive as opposed to reactive.

F. System also provides an overview of critical information about projects regarding 
personnel, equipment, cost trends, subcontractors, purchase orders and project 
documents. 

G. Insures that company policies are being adhered to.

H. System is also a training tool for project management.

II. Items to be Reviewed and Evaluated

A. Project Schedule

1. Insures there is sufficient detail and correct logic in schedules.

2. Insures critical path as shown in the schedule is accurate.

3. Insures that the schedule takes into account resource dependencies (such as 
pile driving activities using the same rig and hammer). 

4. Insures that schedules are being updated on a regular basis.

5. Evaluates schedule slippages/gains. (What are the causes? Is this a claim is-
sue?)

6. Confirms that the schedule is consistent with the financial forecast.

Schaer
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B. Personnel

1. Summarizes problems, safety violations, EEO complaints and other personnel 
matters that require some form of action.

2. Provides a summary of salaries and related items for personnel on a project in-
cluding the latest raise, subsistence payments and use of a company vehicle.

3. Evaluates personnel requirements and provides recommendations for any ad-
justments that need to be considered.

4. Provides duration that respective individuals will be needed (as per Project 
Schedule), which provides availability dates for individuals.

C. Subcontracts/Purchase Orders

1. Provides a listing and status of all subcontracts and purchase orders—pending 
and executed.

2. Provides a comparison of bid amounts versus actual subcontract/purchase order 
amounts.

3. Evaluates performance of subcontracts and suppliers on current project and for 
reference on future work. (Are subs reliable? Were there problems?)

4. Provides status of performance bonds (as applicable).

5. Provides status of required insurance policies (as applicable). 

D. Equipment

1. Provides listing of major pieces of equipment and type (owned or rental).

2. Provides summary of equipment rental cost (versus use of owned equipment).

3. Evaluates equipment needs particularly with regard to requirements dictated by 
the schedule.

4. Provides duration that respective equipment will be required, as reflected in 
schedule, which will provide availability dates.

E. Change Orders (Pending/Future)

1. Provides listing and status of Pending, Expected and Executed Change Orders.

2. Provides a comparison of amounts reflected in cost report and forecasts and ac-
tual change order amounts.

Schaer
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F. Claims

1. Evaluates compliance to notice requirements for claim issues.

2. Reviews claim documentation (schedules, letters, daily reports) for complete-
ness.

3. Provides status of preparation of payment request for claim issues.

G. Quantity Overruns/Underruns

1. Provides a summary of significant variances.

2. Evaluates price renegotiation for significant variances as allowed by the con-
tract.

3. Evaluates work methods given the changes in quantities of work.

H. Cost Reports/Financial Forecasts

1. Reviews cost reports/financial forecasts for significant variances.

2. Evaluates variances—error in reporting/changed conditions/unexpected factors.

3. Insures that forecasts are consistent with schedule and cost reports.

Schaer
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October 12, 2006Page 2 of 40

Project Review SystemProject Review System

How does a company 
determine that projects 

are proceeding according 
to plan?

Schaer
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October 12, 2006Page 3 of 40

Project Review SystemProject Review System

Companies audit 
financial procedures but 

not contract 
administration 

procedures.

October 12, 2006Page 4 of 40

Project Review SystemProject Review System

Effective and decisive 
management of a project 

is essential to a 
successful project.

Schaer
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Project Review SystemProject Review System

Profitable jobs vs. 
disastrous loss

October 12, 2006Page 6 of 40

Project Review SystemProject Review System

Primary Goals

• Training Tool for Project Management
• Executive Overview of Critical Project 

Information

Schaer
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Project Review SystemProject Review System

The Project Review 
System…

• Identifies problems and issues in a timely 
fashion

• Allows corrective action as soon as possible
• Mitigates delays and additional costs
• Allows a company to be proactive as opposed to 

reactive

October 12, 2006Page 8 of 40

Project Review SystemProject Review System

Review includes:

• Project CPM Schedule
• Personnel
• Equipment
• Subcontracts/Purchase Orders
• Contract Adjustments
• Claim Issues

Schaer
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Project Review SystemProject Review System

Project CPM Schedule 
Issues:

• Accurate CPM is essential
• Updates are essential
• Schedule analysis

Schaer
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Project Review SystemProject Review System

Critical CPM Issues are 
reviewed

October 12, 2006Page 12 of 40

Project Review SystemProject Review System

Has a Baseline been 
prepared?

Schaer



15

W
o

rk
sh

o
p

 H
1

October 12, 2006Page 13 of 40

Project Review SystemProject Review System

What are the pertinent 
contract specifications?

Schaer
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Project Review SystemProject Review System

Schedule Updates

October 12, 2006Page 15 of 40

Project Review SystemProject Review System

Is the Owner/Client being 
kept informed of the 

status of the schedule?

Schaer
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Project Review SystemProject Review System

Has the schedule slipped 
or gained relative to the 

original revised 
schedule?

October 12, 2006Page 17 of 40

Project Review SystemProject Review System

Is the schedule 
consistent with 

forecasts?

Schaer



18

October 12, 2006Page 18 of 40

Project Review SystemProject Review System

Personnel Issues

Schaer



19

W
o

rk
sh

o
p

 H
1

October 12, 2006Page 19 of 40

Project Review System

Project Personnel Schedule

Description
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Project Duration 20

Project Personnel:

Project Manager 20

Project Superintendent 20

Project Engineer 9

Surveyor 15

Office Manager 20

Foreman #1 18

Foreman #2 16
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PROJECT PERSONNEL SCHEDULE

Project Start Date = March 1, 2006
Status Date = October 1, 2006

Project
Start
Date
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Date
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Project Duration 20

Project Personnel:

Project Manager 20

Project Superintendent 20

Project Engineer 9

Surveyor 15

Office Manager 20

Foreman #1 18

Foreman #2 16

6

PROJECT PERSONNEL SCHEDULE

Project Start Date = March 1, 2006
Status Date = October 1, 2006

Project
Start
Date

Status 
Date

Page 19 of 40  October 12, 2006
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October 12, 2006Page 20 of 40

Project Review SystemProject Review System

Personnel Issues to 
be Reviewed

• Safety Violations
• Safety Training
• Safety Meetings
• Documentation for OSHA Log
• Proper Staffing for Project
• Personnel Requirements

Schaer
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Project Review SystemProject Review System

Equipment Issues

October 12, 2006Page 22 of 40

Project Review SystemProject Review System

Equipment Evaluation

• Is actual equipment usage 
consistent with planned 
usage?

Schaer
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Project Review SystemProject Review System

Equipment Rental 
Costs

• Can outside rental costs be 
reduced or eliminated?

October 12, 2006Page 24 of 40

Project Review SystemProject Review System

Equipment 
Productivity/Schedule

• Is downtime monitored?
• Are repairs excessive?

Schaer
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Project Review SystemProject Review System

Subcontracts –
Purchase Order Issues

October 12, 2006Page 26 of 40

Project Review SystemProject Review System

Review of 
Subcontracts/Purchase 

Orders

Schaer
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Project Review SystemProject Review System

Primary Concerns
• What is the status of respective 

subcontracts?
• Are the contracts properly executed?
• Are the amounts consistent with the bid?
• Were performance bonds 

required/provided?
• Are Certificates of Insurance up-to-date?

October 12, 2006Page 28 of 40

Project Review SystemProject Review System

Subcontractor/Supplier 
Performance

• Is the performance as required?
• If not – what is the action plan?

Schaer
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October 12, 2006Page 29 of 40

Project Review SystemProject Review System

Contract Adjustments

October 12, 2006Page 30 of 40

Project Review SystemProject Review System

Change Orders

• Inevitable
• Can have significant impact
• Are there too many change orders?

Schaer
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Project Review SystemProject Review System

Change Order 
Reservation of Rights

• Potential Additional Costs

October 12, 2006Page 32 of 40

Project Review SystemProject Review System

Quantity Variances

• Contract Provisions
• Quantity Over-Runs
• Quantity Under-Runs

Schaer
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Project Review SystemProject Review System

Claims

October 12, 2006Page 34 of 40

Project Review SystemProject Review System

Review Important Items 
for Claim

• Contract Requirements
• Notice
• Documentation

Schaer
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October 12, 2006Page 35 of 40

Project Review SystemProject Review System

Contract Requirements

• Notice Requirements
• What is Reimbursable?
• What are the Submittal Requirements?

October 12, 2006Page 36 of 40

Project Review SystemProject Review System

Notice

• Do Not Shoot Yourself in the Foot
• Mitigation

Schaer
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Project Review SystemProject Review System

Issues Files

October 12, 2006Page 38 of 40

Project Review SystemProject Review System

When the Project is 
Over – All That is Left is 

the Paper

Schaer
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Project Review SystemProject Review System

Proper Documentation

• Correspondence
• Daily Reports
• Memorandums
• E-mails
• Schedules
• Quantity Information

October 12, 2006Page 40 of 40

Project Review SystemProject Review System

Questions/Comments

Schaer




