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Improvement of the Calculation Standard for Prolongation cost of Long—term
Continuing Contracts Construction Project

Jeong, Kichang' - Lee, Jaeseob®
"Korea Institute of Construction Management

Abstract : In Korea, additional indirect costs generated from the time period extension of public construction projects have
been studied, Practical claims against such costs are increasing, There are no clear criteria for calculating the delay cost
caused by the extension, and thus calculation methods differ across entities, Logical valid calculation methods have also
not been researched, Further, there are no Korean studies on the additional indirect cost caused by a suspension in a
public construction project on a long—term continuing contract, The purpose of this research is to propose a method of
calculating the indirect cost incurred by construction time extension that reflects the characteristics of Korean public
construction projects, The cost patterns generated during construction periods were analyzed, and then the current
criteria of calculating the indirect costs caused by the extension were examined, Following this, actual conditions and
practices in the field were surveyed and the current calculation method was applied to a model case to compare the
actual cost and that determined from the current calculation method. Issues with the current method were identified
by this comparison, Based on this, this research proposes a method of calculating the total actual cost caused by a
suspension in a public construction project that is appropriate for calculating the additional indirect cost generated by a
suspension in a public construction project on a long—term continuing contract,
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Review of current standards for period for which additional
indirect costs resulting from extension of construction period
is to be calculated

v

Review of method of calculating additional indirect costs
resulting from extension of construction period by surveying
actual conditions

v

Comparison of results of different calculation standards
through an analysis of model cases to identify problems

v

Suggestion of problems and improvements

Fig. 1. Flowchart of study
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Fig. 4. System of act on contracts to which the state is a party
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Table 1. Public procurement service’s reply regarding the time period taken

into account when calculating actual cost caused by extended
construction period

<{the preface omitted>.

When the contract price must be adjusted because of an extension of
the time of completion of a construction project, it shall be adjusted
within the limit of the actual cost generated by the change in contract,
pursuant to the provisions specified by Article 23 of the General
Conditions of Construction Contract (Refer to Article 26 of the General
Conditions of Construction Contract).

The "actual cost" in this case refers to actual expenses (actual
expenditures of the prolonged days of construction) that are caused
by the change (a change following the conditions stated in Article 26)
in the construction period, where the changed number of days of the
construction period is calculated by comparing the original and the
new (extended or shortened) completion date.
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Table 2. Collected questionnaires and effective responses

Classification Contractor
Distributed 146
Collected 62

Collection Rate 42.47%
Valid Responses 48
Effective Response Rate 32.88%
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Table 3. Distribution of positions of effective respondents

Classification Contractor
Section Manager Class 67%
Department Manager Class 33%
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Table 4. Calculation of indirect cost resulting from extension of
construction period at site A

Classification Contractor
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No. of work days 1 2 3 4 5 6 7 8 9 10 Total
Input manpower (no. of persons) 3 4 6 6 6 6 6 6 4 3 50
Site management cost (Won) 300 | 400 | 600 | 600 | 600 | 600 | 600 | 600 | 400 | 300 5,000

Fig. 6. Status of input manpower and site management cost during total construction period for site B
¥ ¥ L 4 L 4

No. of work days 1 2 8 4 5 6 7 8 9 10 11 12 Total
Input manpower (no. of persons) 3 4 6 6 1 1 6 6 6 6 4 3 52
Site management cost (Won) 300 | 400 | 600 | 600 | 100 | 100 | 600 | 600 | 600 | 600 | 400 | 300 5,200

Y¢: Suspension, 4 Extension

Fig. 7. Case C of site B where suspension occurs
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Table 5. Comparison of site management costs at each site

Site Total Site Management Additional Site Management Cost
Cost (Won) (Won)
5,000 -
C 5,200 200
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Table 6. Additional site management costs at each site,
calculated by each method

Method Result (won)
Actual Costs additionally incurred (Table 5) 200
Method of calculating the Actual Costs for the 700

Extended Contract Period Formula (1)
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