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ABSTRACT

Coronavirus disease 2019 (COVID-19), a global pandemic as declared by World Health
Organization (WHO) is causing severe impacts in almost all aspects of life in Nepal. In
response to this pandemic, Nepal Government announced country-wide lockdown from
24" March, 2020 and ended on 21% July, 2020.

This study was carried out to assess the impact of COVID-19 lockdown on Nepal's
construction sector based on selected construction projects. For this purpose, case study
of five ongoing construction projects was taken into account and questionnaires were

distributed to responsible officials (client, consultant and contractor) of those projects.

This study intended to find out impact of COVID-19 lockdown on: supply-demand trend
analysis; cost and time of construction projects. Besides, this study also intends to find

the contractual issues and claims associated with COVID-19 lockdown.

The study reveals that COVID-19 caused serious disruption on supply chain, project cost
and time increases due to uncertainty regarding availability of
subcontractors/suppliers/labor. Impact, however differs on the nature, scale and size of
the project. Besides, study also implies that contractual disputes are likely to increase
due to lockdown. Each contract and its conditions have to be carefully analyzed to

determine a party's specific entitlement.

There is uncertainty as to when the situation becomes normal and construction work can

be carried out with optimum efficiency.

Keywords: Construction, Contractual issues, COVID-19, Impact, Lockdown
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CHAPTER 1: INTRODUCTION

1.1  Background:

The COVID-19 (Coronavirus disease 2019) pandemic in Nepal is part of the worldwide
pandemic of coronavirus disease 2019 (COVID-19) caused by severe acute respiratory
syndrome coronavirus 2 (SARS-CoV-2). A country-wide lockdown came into effect on
24" March 2020, and ended on 21% July 2020 (Pradhan, 2020). As of 9 August 2020,
the Ministry of Health and Population (MoHP) has confirmed a total of 22,972 cases,
16,353 recoveries, and 75 deaths in the country (MoHP, 2020).

No industry is resistant to this crisis and engineering and construction is no exception.
Construction industry members including owners, developers, contractors,
subcontractors and supply chain vendors have experienced varying degrees of impacts as
a result of the COVID-19 pandemic (Chivilo et al., 2020).

COVID-19 crisis touch almost every aspect of the construction process, and specifically
issues as: supply chain delays and impacts, scheduling and adjustments contract or
project notices for default, scheduling and adjustments; project suspension, termination
and reinstatement; Occupational Safety and Health Administration (OSHA) and
workplace safety compliance; work force management; material, subcontractor and; risk
management and insurance; claims avoidance or, alternatively, claims management; and

the disputes process (Chivilo et al. 2020).

Nepalese Construction Industry contributed around 10 to 11 percentages to GDP of the
country and it uses around 35 percent of government budget and about 60 percentages of

the nation’s development budget is spent through the use of contractors (FCAN, 2012).

In the context of Nepal, the lockdown announcement brought the entire transportation
and aviation industry to sudden halt. All borders were shut and all import-export activity
came to a grinding halt, with the exception of food, fuel, medical supplies and few other
essentials. Construction sites in Kathmandu and other urban centres of Nepal came to a
sudden halt after the lockdown. Many of the larger contracts were halted under force
majeure provisions. The government did try to ease the situation on April 21% by
announcing that construction sites and industries that can house and feed workers in their

own premises in relative isolation and can resume operations maintaining social
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distancing precautions. This however, could be applied to about 250 construction sites
and industries. Due to disruptions in labour supply and other reasons, even these sites are

not operating at full capacity (The Asia Foundation, 2020).

In many construction and engineering contracts, parties generally specify the time for
completion and/or expressly state that time is the essence of the contract (Abhinraj,
2020). The first, immediately apparent impact of COVID-19 on construction projects is
the delay and disruption of project activities, which will inevitably lead to contractors’

claims for additional time and costs (Aceris Law, 2020).

Almost all current construction contracts in the country will have to go through a time
extension negotiation. Time extensions further contributes to increased overhead costs
and reduce contractor’s profits. It is also clear that supply chains across the globe as well
as in Nepal have been disrupted. This too will have a cost-escalating effect. Additional
workplace safety guidelines related to pandemic such as social distancing, use of
sanitizers, etc. will have to change until a vaccine becomes available. Although, cost-
escalation negotiation will be needed in most contracts but according to Nepali contract
laws, contracts with performance period less than 15 months do not qualify for cost
extension. Many contractor of ongoing construction projects will opt for claims. Claims
can run into disputes. So far, the government has not come up with any guidance on this
matter. As the largest client for the construction industry in the country, if the government
fails to address this problem at a policy level, each contract under dispute will have to
have its own dispute resolution process and its own resolution time, which can shift

timelines for reviving the sector significantly (The Asia Foundation, 2020).

1.2 Problem Statement:

The global spread of Coronavirus disease 2019 (COVID-19) is generating unprecedented
delays, disruptions and uncertainty on construction projects. Restrictions on travel, social
distance and quarantine are constantly disrupting supply chains, contractor workforces
and the availability of governmental personnel for project inspections, with resulting

delays and increased costs (Epstein et al., 2020).

The risk of exposure to construction personnel is no different than normal population.

Owners must abide by the health and safety provisions on the site recommendation by



concerned authorities. Due to widespread impact of COVID-19 many construction

projects will face delays and disruption (KPMG, 2020).

COVID-19 is also causing supply chain disruptions, cash flow issues and
funding/financial restrictions. COVID-19 also imposes commercial risks such as,
increase in commodity price, escalation in labour cost, extended performance costs, and
higher interest payments to the bank. If contractors are compelled to purchase
construction materials from suppliers charging higher costs due to COVID-19
interruptions, owners may be asked to foot the bill. Labour costs may also be higher if
contractors are forced to choose from a limited pool due to travel restrictions. If project
completion dates are extended, owners are also exposed to higher costs for internal
project management staff, third party construction managers, and consultants (KPMG,
2020).

The responsibility for delays, disruption, and commercial risks are typically spelled out
in construction contracts and appropriately allocated to the party in the best position to
mitigate such risks. Delays caused by COVID-19 impacts may be covered under a force
majeure or similar clause of the contract. While COVID-19 construction risks may vary
by project type, size, and location, one thing is for certain — owners will need to
implement strong controls to support stakeholders and protect contractual rights (KPMG,
2020).

COVID-19 pandemic is an unprecedented event affecting all sectors and parts of the
world. Construction Industry is not an exception to this. Impact of COVID-19 has been
felt in Nepalese construction industry including its different aspects like supply-chain
disruption, impact on time and cost, contractual issues, occupational health and safety
issues and so on. How long will the direct/indirect effect of COVID-19 is going to be
continued? is still uncertain. Research of this kind has not been conducted in Nepal. Thus,

research associated with these issues might prove beneficial to construction stakeholders.

1.3 Research Questions:
The following research questions have been developed for this study:

1. What is the impact on demand and supply of construction materials, labor and
equipment due to COVID-19 lockdown?



What is the impact on time and cost of construction project due to COVID-19
lockdown?
What are the contractual provisions and issues that addresses to COVID-19

lockdown?

1.4 Research Objectives:

1. Toassess the impact on supply-demand trend analysis of material, manpower and
equipment due to COVID-19 lockdown.

2. To assess the cost and time impact of COVID-19 lockdown on construction
projects.

3. To find the contractual issues and claims associated with COVID-19 lockdown.

1.5  Significance of The Study:
This study will:

o Give idea to concerned stakeholders regarding supply-demand trend analysis in
COVID-19 or similar pandemic situation.

o Give idea about bottle-neck causes to any project.

o Give construction stakeholders some insights about optimum utilization of
material and resources in any similar situations.

o Give idea to concerned stakeholders about preparing contingency plan to counter-
act against similar pandemic so that project would not have to face cost and time
overrun.

o Give construction stakeholders some insights about the contractual issues
associated with claim.

o Also explain the reason for cost and time overrun due to COVID-19.

1.6 Study Scope and Limitations:

o This research was based on the case study of selected construction projects.
Hence, outcomes obtained from this research cannot be generalized.

o Case study projects were chosen as per convenience and access of the researcher

because construction claim data of construction projects cannot be obtained

conveniently.



o Since the impact of COVID-19 is still ongoing, data taken for this research are
based on real-time data. The value may vary with time depending on the
circumstances.

o Impact is interpreted from the claim documents which is purely contractor's
perspective. Value of claim amount may be accepted or rejected depending on
the circumstances.

o Cost and time impact and contractual issues/ claims related data due to COVID-

19 is found out from selected construction projects only.



CHAPTER 2: LITERATURE REVIEW

2.1  COVID-19 Introduction:

Coronavirus disease (COVID-19) is an infectious disease caused by a newly discovered
coronavirus. Most people infected with the COVID-19 virus will experience mild to
moderate respiratory illness and recover without requiring special treatment. Older
people, and those with underlying medical problems like cardiovascular disease,
diabetes, chronic respiratory disease, and cancer are more likely to develop serious illness
(WHO, 2020).

In response to COVID-19, countries across the globe have implemented a range of public
health and social measures, including movement restrictions, partial closure or closure
of schools and businesses, quarantine in specific geographic areas and international travel
restrictions (WHO, 2020).

COVID-19 is transmitted primarily through respiratory droplets or contact with
contaminated surfaces. Work-related exposures can occur anytime at the workplace,
during work-related travel to an area with local community transmission, as well as on
the way to and from the workplace (Koh & David, 2020).

The risk of work-related exposure to COVID-19 depends on the probability of coming
into close (less than 1 metre) or frequent contact with people who may be infected with
COVID-19 and through contact with contaminated surfaces and objects. Risk levels may
be useful in carrying out a workplace risk assessment for exposure to COVID-19 and
planning for preventive measures in non-healthcare workplaces. In these risk categories,
persons referred to as ‘known to be or suspected of being infected with COVID-19’
generally refers to persons who have already had a positive test or diagnosis. Although
such persons should be cared for in isolation, some occupations may still have a higher
risk of exposure (WHO, 2020).

2.2 WHO Guidelines:

Considerations for public health and social measures in the workplace in the context of
COVID-19 as published by WHO with annex to considerations in adjusting public health
and social measures in the context of COVID-19 (10" May, 2020):

6



"In response to COVID-19, countries across the globe have implemented a range of
public health and social measures, including movement restrictions, partial closure or
closure of schools and businesses, quarantine in specific geographic areas and
international travel restrictions. As the local epidemiology of the disease changes,
countries will adjust (i.e. loosen or reinstate) these measures accordingly. As
transmission intensity declines, some countries will begin to gradually re-open
workplaces to maintain economic activity. This requires establishing protective
measures, including directives and capacity to promote and enable standard COVID-19
prevention in terms of physical distancing, hand washing, respiratory etiquette and,

potentially, thermal monitoring, as well as monitoring compliance with these measures."

"On 16 April 2020, WHO published interim guidance that provides advice on adjusting
PHSM (Public Health and Social Measures) while managing the risk of resurgence of
cases. A series of annexes was developed to help guide countries through adjusting

various public health measures in different contexts.”

"COVID-19 is transmitted primarily through respiratory droplets or contact with
contaminated surfaces (Koh & David, 2020). Work-related exposure can occur anytime
at the workplace, during work-related travel to an area with local community
transmission, as well as on the way to and from the workplace (Belingheri et al., 2020)."

"The risk of work-related exposure to COVID-19 depends on the probability of coming
into close (less than 1 metre) or frequent contact with people who may be infected with
COVID-19 and through contact with contaminated surfaces and objects. The following
risk levels may be useful in carrying out a workplace risk assessment for exposure to

COVID-19 and planning for preventive measures in non-healthcare workplaces."

"Low exposure risk: Jobs or work tasks without frequent, close contact with the general
public and other co-workers, visitors, clients or customers, or contractors, and that do not
require contact with people known to be or suspected of being infected with COVID-
19."

"Medium exposure risk —Jobs or work tasks with close, frequent contact with the general

public, or other co-workers, visitors, clients or customers, or contractors, but that do not

7



require contact with people known to be or suspected of being infected with COVID-
19."

"High exposure risk —Jobs or work tasks with high potential for close contact with people
who are known or suspected of having COVID-19, as well as contact with objects and

surfaces possibly contaminated with the virus."”

"Preventive measures: Decisions on closing or re-opening of workplaces and suspension
or downscaling of work activities should be made in light of the risk assessment, the
capacity to implement preventive measures, and recommendations of national authorities

for adjusting public health and social measures in the context of COVID-19."

"Measures for all workplaces: Universal measures for preventing transmission of
COVID-19 that apply to all workplaces and all people at the workplace, such as
employers, managers, workers, contractors, customers and visitors, include the

following:

Hand hygiene
o Regular and thorough handwashing with soap and water or hand hygiene with
alcohol-based hand-rub.

o Hand hygiene stations, such as hand washing and hand rub dispensers.

Respiratory hygiene

o Promote respiratory etiquette by all people at the workplace. Ensure that medical face
masks and paper tissues are available at the workplace.

o Develop a policy on wearing a mask or a face covering in line with national or local

guidance. Masks may carry some risks if not used properly.

Physical distancing
o Introduce measures to keep a distance of at least 1 meter between people and avoid

direct physical contact with other persons (i.e. hugging, touching, shaking hands),
strict control over external access, queue management (marking on the floor,

barriers).



o Cirrincione et al. (2020) stated to reduce density of people in the building (no more
than 1 person per every 10 square meters), physical spacing at least 1 metre apart for
work stations and common spaces, such as entrances/exits, lifts, pantries/canteens,
stairs, where congregation or queuing of employees or visitors/clients might occur.

o Minimize the need for physical meetings, e.g. by using teleconferencing facilities.

o Avoid crowding by staggering working hours to reduce congregation of employees
at common spaces such as entrances or exits.

o Implement or enhance shift or split-team arrangements, or teleworking.

o Defer or suspend workplace events that involve close and prolonged contact among
participants, including social gatherings.

o Reduce and manage work-related travels.

o Cancel or postpone non-essential travel to areas with community transmission of
COVID-19, provide hand sanitizer to workers who must travel, advise workers to
comply with instructions from local authorities where they are travelling, as well as
information on whom to contact if they feel ill while travelling.

o Workers returning from an area where COVID-19 transmission is occurring should
monitor themselves for symptoms for 14 days and take their temperature twice a day;
if they are feeling unwell, they should stay at home, self-isolate, and contact a medical

professional.”

2.3 Infectious Disease Act, 2020(1964):
(1) This Act may be called as the “Infectious Disease Act, 2020 (1964)”.
(2) "1t shall extend to the all over the Nepal."”
(3) "It shall come into force immediately."

(4) "Powers to make special provisions."

(1) "Where any infectious disease develops or spreads or is likely to spread on the human
beings throughout the Nepal or any part thereof, Government of Nepal may take
necessary action to root out or prevent that disease and may issue necessary orders

applicable to the general public or a group of any persons."

(2) "Government of Nepal may designate any official and confer necessary powers to

such official to make necessary arrangements in order to root out or



prevent any infectious disease that has been developed or spread or is likely to spread

on the human beings."

(3) "Without prejudice to the generality of sub-section (1) or (2), Government of Nepal
may issue necessary orders for the purpose of  conducting
examination of any animals, birds being transported on foot or by any means of
conveyance or of any passengers and holding any passengers by the official
designated for examination in quarantine in hospitals or other places where the
official is doubtful that such passengers have developed any infectious disease or of

inspecting or controlling the transportation or movement by any means."

2.4  Construction Scenario in Nepal:

The construction of physical infrastructures, their rehabilitation and maintenance has
become an important aspect of national economy. Nepalese Construction Industry
contributed around 10 to 11 percentages to GDP of the country and it uses around 35
percent of government budget and about 60 percentages of the nation’s development

budget is spent through the use of contractors (FCAN, 2012).

Construction industry is regarded as the backbone of nation building as more than that of
70% of the gross capital formation is contributed by this sector. In Nepal, this industry
contributes over 8% of GDP and has growth rate of more than that of the national average
(Pandey, 2069).

This industry is one of the major contributors to the process of the development of the
country. The wide range of output provides the basis for social and economic
development of many sectors (Pandey, 2069).

GDP from Construction in Nepal increased to 55,121 NPR Million in 2018 from 50,595
NPR Million in 2017. GDP from Construction in Nepal averaged 36,923.28 NPR Million
from 2001 until 2018, reaching an all-time high of 55,121 NPR Million in 2018 and a
record low of 27,225.05 NPR Million in 2001 (Central Bureau of Statistics, 2018).
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2.5 COVID-19 and Nepalese Context:

Nationwide lockdown was announced on 24" March, 2020. The lock-down imposed by
Nepal 's government effectively banned all movements of all people except to buy food
and other essential items. After the lockdown, construction sites in Kathmandu and other
urban areas came to a sudden halt. After 3-4 days due to lack of supplies and government
enforcement of the lockdown, closed construction activities. Many of the larger contracts

were halted under force majeure provisions (The Asia Foundation, 2020).

(The Asia Foundation, 2020) states that some of the construction sites with camp
facilities operated for a few more days but they too came to a gradual halt due to the lack
of official guidance and lack of supplies. The government did try to ease the situation on
April 21 by announcing that construction sites and industries that can house and feed
workers in their own premises in relative isolation can resume operations with due social
distancing precautions but this “easing” could be applied to about 250 construction sites
and industries. Due to disruptions in labour supply and other reasons, even these sites are

not operating at full capacity.

Based on the post-pandemic revision of national accounts, the construction sector output
for the year 2019-20 is expected be Rupees 488 Billion, which represents a contraction
of 0.31 percent over the previous year. The sector employed 978,000 workers in 2018.
Since the sector has been growing at an average rate of 9 percent each year since 2018,
we can assume that the pre-pandemic employment numbers could have been around 1.2
million. Economist Paul Krugman has equated the effects of lockdowns on the economy
to the effects similar to medically-induced coma on the human body—the longer the
lockdown stays, the longer will be the recovery period and larger the risk of longer-term
damages. (The Asia Foundation, 2020).

2.6 Supply Chain Management:

The Supply chain management (SCM) is a concept that has originated in the
manufacturing industry to control logistics. It reflects a management process by which
enterprises administer and control the worldwide network of suppliers, factories,
warehouses, distribution centres and retailers through which raw materials are purchased,

transformed and distributed to customers. In construction, procurement and procurement
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related activities occur during all stages of a construction project. Because of inevitable
complexity and fragmentation of the construction process, supplies of resources like

equipment, labour, material and other services are related (Nandhini et. al, 2017).

Finally, a simplified model for supply chain management in the construction industry is

presented.
Suppl Suppl Suppl
= ] e [ 1 > 1 = .
H Suppliers sSsSmmw~= Manufacturers 3 == Distributors Essememse Consumers g=
<= l s ' =
Information Information Information
RAW .\IA'LF.R]AI. TRANSFORMATION CONSUMPTION

Figure 2-1: Supply Chain Management

In Fig. 2-1 is an example of a very simple supply chain for a single product. In this case,
raw material is procured from vendors, transformed into finished goods in a single step,
and then transported to distribution centres, and finally to customers. However, the
realistic supply chains have multiple end products with shared components, facilities and
capacities. SCM looks across the entire supply chain, rather than just at the next entity or
level, and aims to increase transparency and alignment of the supply chain’s coordination
and configuration, regardless of functional or corporate boundaries (Cooper & Ellram,
1993).

2.6.1 Demand and Supply:

Demand is the rate at which consumers want to buy a product. At higher prices, more of
the commodity will be available to the buyers. This is because the suppliers will be able
to maintain a profit despite the higher costs of production that may result from short-term
expansion of their capacity. The market conditions also bring about situations in which
the effects of demand and supply may affect building material price levels (Ortbals,
2004).

The concept of demand, which represents the market activity of consumers, can be
defined as “the quantity of a good or service that consumers will be willing to purchase
at any given price during a specific period of time, holding all other factors constant”.

While the concept of supply can be defined as “the relationship between the price of a
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good or service and the quantity that producers are willing and able to make available for

sale in a given period of time, holding other things constant” (Klein, 1983).

2.6.2 Disrupted Supply Chain:

According to The Asia Foundation (2020), lockdown announcement brought the entire
transportation and aviation industry to sudden halt. Since, all borders were shut, all
import-export activity came to a grinding halt. Even mining and quarrying that occurs in
remote, isolated areas were stopped, despite there being no epidemiological reason to go
to that an extreme. The cement industry, which depends on mining and quarrying of
limestone was left without raw material. The crusher industry, which produces aggregate
for concreting, was similarly stalled. Nepal’s steel milling, rolling and forging industries
depend entirely on imported steel. Because India too was in a lockdown state and global
supply chains as well are disrupted. Nepal’s construction steel industry is also likely to
run out of stock soon. Import of raw materials for wires, pipes, and paints have not been
allowed either. Brick kilns have not been able to replenish their coal stocks. The
lockdown has created completely avoidable scarcities at the core of the construction
industry. Even if India’s lockdown eases and the global supply chain recovers in the next
4-6 weeks, the supply chain of essential construction materials in Nepal is likely to
remain disrupted for around three months after the lockdown is lifted and imports are

allowed to resume.

In most large-value contracts (Rupees 50 million or more), contractors tend to source
labour through labour contractors. Depending on the size of labour demand, many labour
contractors in turn pass the hiring and payroll management functions to the labour
foremen. The foremen then source potential workers from communities and villages in
groups. The hiring chain, below the contractor, operates mostly on co-dependencies,
trust, and relationships. Disruption of this kind is likely to induce inefficiencies once the
recovery begins. The entire network will have to be restored, the labour contractors will
have to recall or rehire the foremen, the foremen will have to bring their groups or find
other groups, and the individual workers have to be ready to go back to work. Even if
contractors wanted to ramp up construction activities immediately after the lockdown

eases, factors like these will cause further delay (The Asia Foundation, 2020).

13



The busiest time in the construction industry is after the festivals get over in November
and before the rains begin in June. The lockdown started on March and ended on July.
Most construction sites operate at 10-15 percent capacity during June, July and August
because once the rains start, seasonal workers return to their farms and roads travel
becomes difficult and rains disrupt construction activities due to monsoon. It picks up
slightly during September and slows down for the festivals in October. Given this cycle,
a majority of the 1.33 million workers will not be re-employed until November of 2020,
even if all other conditions, including the epidemic, become better in the next 6-8 weeks
(The Asia Foundation, 2020).

2.7  Contractual Disputes:

According to Abinraj (2020), there are multiple consequences of the lockdown, which
would further increase the troubles for the sector like reverse migration, disruption of
supply chains, amongst others. Cumulatively, all these circumstances would cause
hindrance in meeting the obligations under the construction and engineering contracts
and would lead to multiple legal wrangles for the industry post lifting of the current

restrictions.

Almost all current construction contracts in the country will have to go through a time
extension negotiation. Cost-escalation negotiation as well will be needed in most
contracts. Claims can result into disputes. So far, the government has not come up with
any guidance on this matter. As the largest client for the construction industry in the
country, if the government fails to address this problem at a policy level, each contract
under dispute will have to have its own dispute resolution process and its own resolution
time, which can shift timelines for reviving the sector significantly (The Asia Foundation,
2020).

The predicted barrage of claims and disputes in thousands of contracts will have to be
handled systematically and not on a case by case basis. A rapid survey of on-going
contracts has to be carried out to identify which cost items have been genuinely affected
by the pandemic and a guidance on how to handle cost escalation claims issued at the
earliest so that contractual disputes do not get trapped in negotiations. The faster the

government can manage to procure and pay, the faster will be the recovery of the sector

14



and faster will the money be in the hands of the construction workers who need the most
(The Asia Foundation, 2020).

2.8 Cost Overrun:

Cost overrun is described as the ratio of the change in the original contract amount to the
original contract award amount. For the ease of comparison, the cost overrun can be
converted into a percentage value. Mathematically it can be expressed as (Endut et al.,
2005): Final Contract Amount — Original Contract Amount = Cost overrun (Cost
deviation). Chitkara (2011) reported that the cost is the budgeted expenditure, which the
client agrees to commit to creating or acquiring the desired construction facility. Cost
overrun is the difference between the actual final cost of a construction project at
completion and the contract amount, agreed by the contractor the owner during the
signing of the contract. Cost overrun also called cost increase, cost escalation or budget
overrun. Cost overrun is a common problem worldwide, but it is a significant challenge

in developing countries.

2.8.1 Causes of Cost Overrun

Cost overrun is a major problem in both developed and developing countries. The causes
of cost overrun in construction projects are varied, some are not only hard to predict but
also difficult to manage. According to a study made in Turkey by Arditi and
Pattanakitchamroon (2006), the important sources for cost overruns were found to be
inflationary pressures, increases in material prices and workmen's wages, difficulties in
obtaining construction materials, construction delays, deficiencies in cost estimates
prepared by public agencies and unexpected sub soil conditions. From the study of
factors influencing construction time and cost overruns for high-rise projects in Indonesia
were found due to inflation, inaccurate material estimating and the degree of project
complexity. The other factors were attributed to problems in finance and payment
arrangements, poor contract management, material shortages, changes in site conditions,
design changes, mistakes and discrepancies in contract documents, mistakes during
constructions, price fluctuations, inaccurate estimating, delays, additional work,

shortening of contract periods, and fraudulent practices and kickbacks (Nega, 2008).
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2.8.2 Causes of Time Overrun:

Time overrun is one of the most serious issues in construction industry globally.
"Construction time overrun is the change between a project’s actual contract period at
the time of tender and its final contract period on which construction project is
completed.” Time overrun can result in many negative impacts on the construction
project like budget overrun, low productivity, contract expiration, work acceleration
resulting in bad quality, and disputes among construction stakeholders. It is observed that
many construction projects face the issue of time overrun worldwide both in developing
and developed countries like USA or UK. More than 40% of projects in construction
industry experiences time overrun. Construction industry is not famous in terms of
project completion within time. Ignorance of time overrun analysis resulted in many
construction projects failing to complete on the given time frame. The major causes of
time overrun for 47 % building construction project in Pakistan were economic issues
faced by the contractors, inexperienced contractors, weather impact, and delay in supply
of materials at site, mistakes in design, shortage of skilled labours, incompetent
subcontractor, and errors in time estimation (Muhammed, 2019).

Effects of cost overrun are not confined to the construction industry but are reflected in
the state of the overall economy of a country. They state that delays and cost overruns in
construction projects prevent the planned increase in property and service production
from taking place, and this phenomenon in turn affects, in a negative way, the rate of
national growth (Arditi et al., 2006).

2.9  Claimsin Contract:

In the complex, risky, multiparty-involved, and dynamic nature of the construction
business, completing a project successfully without any deviation from the primary
contract is almost impossible. Changes and claims are, therefore, inevitable, especially
in major projects. Construction claims are discerned as a time-consuming and expensive
process, requiring great human endeavour and know-how to process them successfully.
(Wilson, 1998). It is determined as an assertion to the right to additional money and
extended performance time (Kumaraswamy, 1997). As a consequence, poorly managed

practices significantly lead to the occurrence of many problems.
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When unexpected events occur during construction processes, it is vigilant to inform the
other party about the situation since it might result in claims afterward. The management
of construction claims involves documentation not only for substantiating the claimant’s
entitlement but also for the assessment of such claims (Kartam,1999). Moreover, there
are some aspects that should be considered during the process of filing a claim.
Notification of a claim is required by a typical contract. Settlement through negotiation
needs experts who have skills for negotiation with the objective to resolve claims in a
non-adversarial manner since litigation and arbitration are too expensive and consume a
lot of time. Since claims are used to indicate problems encountered during the
construction process (Semple et al., 1999), many efforts have been made to identify their
root causes in various areas with diverse framework objectives in order to enhance
construction practices. In addition, the aspects of shortcomings in claim management
processes have been extensively discussed. It has generally, been observed that issues
originate from an ineffective documentation system when the project personnel fail to

keep proper records (Jergeas & Hartman, 1995).

2.10 Procurement Laws of Nepal:

2.10.1 Provisions Regarding Time and Cost in Relevant Acts/Standard Documents

According to Public Procurement Act and Rules 2063

Clause No. 53: Amendment to Procurement Contract
"A procurement contract may be amended by written consent of both the parties subject

to non-alteration of the basic nature or scope of the work."

Clause No. 54: Variation Order

"If the circumstances that could not be foreseen at the time of signing of procurement
contract arise in the course of implementation of the procurement contract, the competent
authority may, by stating clear reasons thereof, issue as prescribed, a variation order for
a variation up to fifteen percent and the variation order above it may be issued as per
Government of Nepal, Council of Ministers by complying with the procedures as
prescribed."”
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Clause No. 55: Price Adjustment in Procurement Contract
"If price needs to be adjusted in the course of implementation of a procurement contract

having duration exceeding fifteen months the competent authority may adjust price."”

Clause No. 56: Provision Concerning Extension of Contract Time Period:

"If the period of procurement contract is to be inevitably extended due to force majeure,
failure of public entity to make available the materials to be made available by it or other
reasonable causes, the competent authority may extend the period on the prescribed

ground.”

2.10.2 Standard Bid Document for Procurement of Works for Above 6 Million
Rupees Issued by PPMO

Force Majeure:

"Force Majeure means an exceptional event or circumstance which is beyond a Party's
control; which such Party could not reasonably have provided against before entering
into the Contract; which, having arisen, such Party could not reasonably have avoided or

overcome; and, which is not substantially attributable to the other Party."

Clause No. 27: Extension of the Intended Completion Date
"Project Manager shall extend the intended completion date if a compensation event
occurs or a variation is issued which makes it impossible for completion to be achieved

by the intended completion date."

"The following shall be Compensation Events:

(a) The Employer does not give access to a part of the Site by the Site Possession Date
pursuant to GCC 20.1.

(b) The Employer modifies the Schedule of Other Contractors in a way that affects the
work of the Contractor under the Contract.

(c) The Project Manager orders a delay or does not issue Drawings, Specifications, or
instructions required for execution of the Works on time.

(d) The Project Manager instructs the Contractor to uncover or to carry out additional
tests upon work, which is then found to have no Defects.

(e) The Project Manager unreasonably does not approve a subcontract to be let.
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(F) Ground conditions are substantially more adverse than could reasonably have been
assumed before issuance of the Letter of Acceptance from the information issued to
bidders (including the Site Investigation Reports), from information available publicly
and from a visual inspection of the Site.

(9) The Project Manager gives an instruction for dealing with an unforeseen condition,
caused by the Employer, or additional work required for safety or other reasons.

(h) Other contractors, public authorities, utilities, or the Employer does not work within
the dates and other constraints stated in the Contract, and they cause delay or extra cost
to the Contractor.

(i) The advance payment is delayed.

(j) The effects on the Contractor of any of the Employer’s Risks.

(k) The Project Manager unreasonably delays issuing a Certificate of Completion.

(I) Force majeure events as determined by the Project Manager."

Clause No. 28: Acceleration
"When the Employer wants the Contractor to finish before the intended completion date,
the Project Manager shall obtain priced proposals for achieving the necessary

acceleration from the Contractor."

Clause No. 31: Early Warning
"Contractor shall warn the Project Manager at the earliest opportunity of specific likely
the future events or circumstances that may adversely affect the quality of the work,

increase the Contract Price, or delay in the execution of the Works."

Clause No. 37: Changes in the Contract Price:

"If the final quantity of the work done differs from the quantity in the Bill of Quantities
for the particular item more than 25 percent, provided the change exceeds two percent of
the initial contract price, the Project Manager shall adjust the rate to allow for the

change."
Clause No. 38: Variations

"The Contractor shall provide the Project Manager with a quotation for carrying out the

Variation when requested to do so by the Project Manager."
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Clause No. 45: Price Adjustment

"Prices shall be adjusted for fluctuation in the cost of inputs only if provided for in the
SCC. If so provided the amounts certified in each payment certificate, before deducting
for Advance Payment, shall be adjusted by applying the respective price adjustment

factor to the payment amount due.”

2.10.3 Provision Concerning Extension of Contract Period:

"(1) Provisions concerning the extension of period of procurement contract shall be as

provided in the concerned procurement contract.

(2) Notwithstanding anything contained in Sub-section (1), if the period of procurement
contract is to be inevitably extended due to force majeure, failure of the Public Entity to
make available the materials to be made available by it or other reasonable causes, the
competent authority may extend the period on the prescribed grounds upon submission

of application by the person obtaining procurement contract."”

2.11 Excerpts from FIDIC Conditions of Contract for Construction for Building
and Engineering Works Designed by The Employer, 2017 Edition:

2.11.1 Clause 20: Employer’s and Contractor’s Claims:

Clause 20.1: Claims
"A Claim may arise:

(a) if the Employer considers that the Employer is entitled to any additional payment
from the Contractor (or reduction in the Contract Price) and/ or to an extension
of the DNP;

(b) if the Contractor considers that the Contractor is entitled to any additional

payment from the Employer and/or to EOT; or

(c) if either Party considers that he/she is entitled to another entitlement or relief

against the other Party. Such other entitlement or relief may be of any kind

whatsoever (including in connection with any certificate, determination, instruction,

Notice, opinion or valuation of the Engineer) except to the extent that it involves any

entitlement referred to in sub-paragraphs (a) and/or (b) above."
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2.11.2 Clause 20.2: Claims for Payment and/or EOT:

"If either Party considers that he/she is entitled to any additional payment by the other
Party (or, in the case of the Employer, a reduction in the Contract Price) and/or to EOT
(in the case of the Contractor) or an extension of the DNP (in the case of the Employer)
under any Clause of these Conditions or otherwise in connection with the Contract, the

following Claim procedure shall apply™:

2.11.3 Clause 20.2.1 Notice of Claim:

"The claiming Party shall give a Notice to the Engineer, describing the event or
circumstance giving rise to the cost, loss, delay or extension of DNP for which the Claim
is made as soon as practicable, and no later than 28 days after the claiming Party became
aware, or should have become aware, of the event or circumstance (the “Notice of Claim”
in these Conditions). If the claiming Party fails to give a Notice of Claim within this
period of 28 days, the claiming Party shall not be entitled to any additional payment, the
Contract Price shall not be reduced (in the case of the Employer as the claiming Party),
the Time for Completion (in the case of the Contractor as the claiming Party) or the DNP
(in the case of the Employer as the claiming Party) shall not be extended, and the other
Party shall be discharged from any liability in connection with the event or circumstance
giving rise to the Claim".

2.11.4 Clause 8.5: Extension of Time for Completion:

"The Contractor shall be entitled subject to Sub-Clause 20.2 [Claims for Payment and/or
EOT] to Extension of Time if and to the extent that completion for the purposes of Sub-
Clause 10.1 [Taking Over the Works and Sections] is or will be delayed by any of the

following causes:

(a) a Variation (except that there shall be no requirement to comply with Sub-Clause 20.2
[Claims For Payment and/or EOT]);

(b) a cause of delay giving an entitlement to EOT under a Sub-Clause of these
Conditions;

(c) exceptionally adverse climatic conditions, which for the purpose of these Conditions

shall mean adverse climatic conditions at the Site which are Unforeseeable having regard
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to climatic data made available by the Employer under Sub-Clause 2.5 [Site Data and
Items of Reference] and/or climatic data published in the Country for the geographical
location of the Site;

(d) Unforeseeable shortages in the availability of personnel or Goods (or Employer-
Supplied Materials, if any) caused by epidemic or governmental actions; or

(e) any delay, impediment or prevention caused by or attributable to the Employer, the

Employer’s Personnel, or the Employer’s other contractors on the Site."”

2.11.5 Clause 13.6: Adjustments for Changes in Laws

"Subject to the following provisions of this Sub-Clause, the Contract Price shall be
adjusted to take account of any increase or decrease in Cost resulting from a change in:
(a) the Laws of the Country (including the introduction of new Laws and the repeal or
modification of existing Laws)

(b) the judicial or official governmental interpretation or implementation of the Laws
referred to in sub-paragraph (a) above;

(c) any permit, permission, license or approval obtained by the Employer or the
Contractor under sub-paragraph (a) or (b), respectively, of Sub-Clause 1.13 [Compliance
with Laws]; or

(d) the requirements for any permit, permission, licence and/or approval to be obtained
by the Contractor under sub-paragraph (b) of Sub-Clause 1.13 [Compliance with Laws],
made and/or officially published after the Base Date, which affect the Contractor in the
performance of obligations under the Contract. In this Sub-Clause “change in Laws”

means any of the changes under sub-paragraphs (a), (b), (c) and/or (d) above."

2.11.6 Clause 8.6: Delay Caused by Authorities

"If:
(a) the Contractor has diligently followed the procedures laid down by the relevant
legally constituted public authorities or private utility entities in the Country;
(b) these authorities or entities delay or disrupt the Contractor’s work; and
(c) the delay or disruption was Unforeseeable, then this delay or disruption will be
considered as a cause of delay under sub-paragraph (b) of Sub-Clause 8.5 [Extension

of Time for Completion]."”
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2.12 FIDIC Harmonised Edition ,2010

2.12.1 Clause 17.3: Employer's Risks:

"The risks referred to in Sub-Clause 17.4 [ Consequences of Employer’s Risks | below,
insofar as they directly affect the execution of the Works in the Country, are:

(a) war, hostilities (whether war be declared or not), invasion, act of foreign enemies,
(b) rebellion, terrorism, sabotage by persons other than the Contractor’s Personnel,
revolution, insurrection, military or usurped power, or civil war, within the Country,

(c) riot, commotion or disorder within the Country by persons other than the Contractor’s
Personnel,

(d) munitions of war, explosive materials, ionising radiation or contamination by radio-
activity, within the Country, except as may be attributable to the Contractor’s use of such
munitions, explosives, radiation or radio-activity,

(e) pressure waves caused by aircraft or other aerial devices travelling at sonic or
supersonic speeds,

(F) use or occupation by the Employer of any part of the Permanent Works, except

as may be specified in the Contract,

(g) design of any part of the Works by the Employer’s Personnel or by others for

whom the Employer is responsible, and

(h) any operation of the forces of nature which is Unforeseeable or against which an
experienced contractor could not reasonably have been expected to have taken adequate

preventive precautions."

2.12.2 Clause 17.4: Consequences of Employer's Risks:

"If and to the extent that any of the risks listed in Sub-Clause 17.3 above results in loss
or damage to the Works, Goods or Contractor’s Documents, the Contractor shall
promptly give notice to the Engineer and shall rectify this loss or damage to the extent

required by the Engineer."”
"If the Contractor suffers delay and/or incurs Cost from rectifying this loss or damage,

the Contractor shall give a further notice to the Engineer and shall be entitled subject to

Sub-Clause 20.1 [Contractor’s Claims] to:
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(a) an extension of time for any such delay, if completion is or will be delayed, under
Sub-Clause 8.4 [Extension of Time for Completion], and (b) payment of any such Cost,
which shall be included in the Contract Price. In the case of sub-paragraphs (f) and (g)
of Sub-Clause 17.3 [Employer’s Risks], Cost plus, profit shall be payable.

After receiving this further notice, the Engineer shall proceed in accordance with Sub-

Clause 3.5 [Determinations] to agree or determine these matters."

2.12.3 Clause 19.1: Force Majeure:

In this Clause, “Force Majeure” means an exceptional event or circumstance:

(a) which is beyond a Party’s control,

(b) which such Party could not reasonably have provided against before entering into the
Contract,

(c) which, having arisen, such Party could not reasonably have avoided or overcome, and

(d) which is not substantially attributable to the other Party.

"Force Majeure may include, but is not limited to, exceptional events or circumstances
of the kind listed below, so long as conditions (a) to (d) above are satisfied:

(1) war, hostilities (whether war be declared or not), invasion, act of foreign enemies,
(ii) rebellion, terrorism, sabotage by persons other than the Contractor’s Personnel,
revolution, insurrection, military or usurped power, or civil war,

(iii) riot, commotion, disorder, strike or lockout by persons other than the Contractor’s
Personnel,

iv) munitions of war, explosive materials, ionising radiation or contamination by radio-
activity, except as may be attributable to the Contractor’s use of such munitions,
explosives, radiation or radio-activity, and

(v) natural catastrophes such as earthquake, hurricane, typhoon or volcanic activity."

2.12.4 Clause 19.4: Consequences of Force Majeure

"If the Contractor is prevented from performing its substantial obligations under the
Contract by Force Majeure of which notice has been given under Sub-Clause 19.2 [
Notice of Force Majeure], and suffers delay and/or incurs Cost by reason of such Force
Majeure, the Contractor shall be entitled subject to Sub-Clause 20.1 [Contractor’s

Claims] to:
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(@) an extension of time for any such delay, if completion is or will be delayed, under
Sub-Clause 8.4 [Extension of Time for Completion], and

(b) if the event or circumstance is of the kind described in sub-paragraphs (i) to (iv) of
Sub-Clause 19.1 [ Definition of Force Majeure] and, in the case of subparagraphs (ii) to
(iv), occurs in the Country, payment of any such Cost, including the costs of rectifying
or replacing the Works and/or Goods damaged or destroyed by Force Majeure, to the
extent they are not indemnified through the insurance policy referred to in Sub-Clause
18.2 [ Insurance for Works and Contractor's Equipment].

After receiving this notice, the Engineer shall proceed in accordance with Sub-Clause

3.5 [Determinations] to agree or determine these matters."

2.13 COVID- 2019 Guidance Memorandum:

COVID-19 Guidance Memorandum to users of FIDIC Standard Forms of Work Contract
states that:

"Firstly, it may be necessary to obtain legal advice as to whether a particular event
constitutes a change in the Laws of the Country (including the introduction of new Laws
and the repeal or modification of existing Laws) or in the judicial or official governmental
interpretation of such Laws. Emergency laws or decrees that are issued right now across
the world in different jurisdictions are likely to be treated as a change in Laws, given the
broad definition of Laws provided in FIDIC forms. It should also be noted that this
definition covers a wide range of legislation as well as regulatory actions from ‘“any
legally constituted public authority” and therefore can apply to national parliamentary
acts through to state-wide action and down to very local levels, such as a municipal order.

Users should not be limited to thinking that the word “Laws” refers to legislation only."
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CHAPTER 3: METHODOLOGY

Research is systematic investigation or enquiry where data are collected, analysed and
interpreted in some way in an effort to “understand, describe, predict or control an
educational or psychological phenomenon or to empower individuals in such contacts™
(Martens, 2005). The first phase of the research includes comprehensive literature review
in order to support the methodological framework. Various literature on impact of

COVID-19 on construction sector was reviewed.

The second phase includes the analysis of impact of COVID-19 based on the data
obtained from selected construction projects. Also, questionnaire survey was carried out
to find the extent of impact COVID-19 lockdown exerted on construction sector in Nepal
based on statistical analysis. In order to achieve the research objectives, contractual
claim data from construction projects was found out and the obtained data was analysed
and discussed. Quantitative data analysis was performed by using statistical software

such as Microsoft Excel.

3.1 Research Method/ Strategy:

There are two types of basic approaches to any research, the quantitative and the
qualitative approach. The quantitative approach includes the acquiring of data in
quantitative form, which can be subjected to statistical analysis in a systematic way. This
study adopted mix design. Basically, case study and quantitative/correlation method was
used for this study. Case Study of five ongoing construction projects was done to find
the impact of COVID-19 lockdown. Information like basic project details, contract
agreement, project type, contract amount, project status with respect to planned
completion date and planned budget, etc. were taken into account. Most importantly,
claim documents submitted by contractor due to COVID-19 lockdown was considered
for this research. Extensive literature review was done to find variables associated with
questionnaire and those variables were correlated accordingly and developed into
questionnaire. The results obtained from questionnaire was analysed quantitatively and
ranking was done accordingly. Qualitative method was also followed since the last two
guestion were text based questions(qualitative) which were optional for the respondents.

They were listed for gaining additional opinion regarding the topic.
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3.2 Framework of Research:

Data Collection
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Projects.
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Figure 3-1: Research Methodology Flowchart
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3.3  Study Area:
The study covers 5 construction projects impacted by COVID-19.
1. Construction of Gorkha Hospital.
2. Upgrading/Improvement of Birendra Chowk (Udayapur)-Bhiman (Sindhuli)
Section of Dharan-Chatara-Gaighat-Katari-Sindhuli-Hetauda Road.
3. Melamchi water supply development board (Package 1) (Head works)
4. Melamchi water supply development board (Package 2) (Tunnel works)
5. Building Construction of Herbs Production and Processing Corporation Limited
(HPPCL)

3.4  Variables for Questionnaire:
Based on the objectives, variables were defined for questionnaire which were obtained
from published literature, journals, publication of different multinational agencies.

Enough time was given for the respondents to answer the questionnaire.

A five point Likert scale was used to indicate the impact of COVID-19 on construction
sector. Based on statements provided, opinion of respondents was perceived as “5” for
Strongly agree, “4” for Agree, “3” for Neutral, “2” for disagree and “1” for strongly

disagree.

For first objective that is "to assess impact on supply-demand trend analysis", nine
statements were provided which were mostly based on the following variables:

o Sudden halt of transportation and aviation industry.
o Availability/Unavailability/Shortage of material and manpower.

o Functioning of Construction Equipment and local industries.

For second objective that is "to assess impact on cost and time of project”, eleven
statements were provided which were mostly based on the following variables:

o Auvailability of subcontractors, suppliers and labor.

o Government Guidelines.

o Additional Project Cost.

o Cash flow problem

o Bank issues.

o Stored/Unused materials and equipment,

o ldle equipment and manpower.
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o Timing of lockdown.

For third objective that is " to find contractual issues and claim”, eight statements were

provided which were mostly based on the following variables:

o Government response at policy level.
o Contractual Provisions.

o Contractor's response to COVID-19 lockdown.

Further, to find other impact factors due to COVID-19 lockdown, six statements were

provided which were mostly based on the following variables:

o Immediate and long term effects.
o Construction practice/working culture.
o Local people response.

o Functioning of bank.

3.5  Questionnaire Design

% Part A: General Information

¢+ Part B: Likert Scale Questionnaire
Table 3-3: Likert Scale

Part— B Strongly | Disagree | Neutral Agree | Strongly Agree
options Disagree
Scale 1 2 3 4 5

®,

¢ Part C: Opinion Questions
Opinion Questionl: Key recommendations to address COVID-19 or other similar
kind of pandemic in the future.

Opinion Question 2: Any additional thing to be added from respondent side.

3.6  Study Population:

Participation of the study cover the responsible officials of employers, consultant and
contractors working in these 5 projects. Sample Size considered is small because the
personnel considered for this sample size are technical officer level or higher like
engineer, contract manager and other construction personnel because it is assumed that

response obtained from those would give right justification to the given questions.
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3.6 Sample Size:

Sample size is chosen as per the Slovin’s formula n =N/ (1 + Ne?)
Where n = Number of samples, N = Total population and e = Error tolerance (10%)

Here Total population is 46 (Client and Contractor)

e = Error tolerance (10%)

As per the Slovin’s formula number of sample n = N / (1 + Ne?)
=46 (1+46X0.10"2)

Total number of sample is 39 number say 39

Chosen from client = 11

Chosen from contractor =18

Chosen from consultant =10

Table 3-4: Sample size for Questionnaire Survey

Organization Total Population Sample Size
Employer 12 11
Contractor 23 18
Consultant 11 10
Total 46 39

3.7  Pilot Test:

Pilot test was carried out by distributing the developed questionnaires to 5 employees
from each client, consultant and contractor of other similar construction projects before
distributing and the feedbacks/comments were incorporated. With the help of Google
forms and printed copy, the questionnaire was distributed thereafter.

3.8  Questionnaire Response Rate:

Detailed questionnaires were designed and distributed to find the impact of COVID-19
lockdown on Nepal's Construction Sector. For this purpose, questionnaires were
distributed to major stakeholders (Consultant, Client and Contractor). Considering the
time constraint, questionnaires were distributed to all forty-six members although the
sample size was only thirty-nine. Thirty-seven responded to the questionnaire. Hence,

response rate with respect to sample size was 96%.
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Table 3-5: Response Rate for Questionnaire Survey

Response
Questionnaire, Questionnaire |Rate wrt
Remarks
S.N| Respondent | distributed Returned Sample
Size
No No %
1 Client 12 11 100% Questionnaire was
2 | Contractor 23 16 89% distributed to all
regardless of sample
3 | Consultant 11 10 100% )
size.
Total
46 37 96%
Average

3.9  Qualitative Data Analysis

The last two question were text based questions which were optional for the respondents.
They were listed for gaining additional opinion regarding the topic. Since this question
was optional and only eleven respondent answered to this. Obtained answers were
carefully examined to identify common themes — topics, ideas and patterns of meaning
that come up repeatedly. The theme was compared with the result from quantitative

analysis and the final conclusion was generated especially for the recommendation part.

3.10 Quantitative Data Analysis:

“Mean Score” method is adopted to find the impact of COVID-19 lockdown on Nepal's
construction sector. Likert’s scale of five ordinal measures (1, 2, 3, 4 and 5) of agreement
towards each statement was used to calculate the mean score for each factor that is used

to determine the relative ranking.
The mean score (MS) for each variable are computed by using the following formula,

(Chan & Kumaraswamy, 1996)

MS = Y (fxS)
N
Where:
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MS — Mean Score
f— Frequency of responses for each score
N— Total number of responses concerning each factor

Where ‘S’ is score given to each research variable by the respondents and ranges from 1

to 5 when 1 is “Strongly disagree” and 5 is “Strongly agree”.

Mean Score (MS) was obtained separately for client, consultant and contractor. Among
the mean scores obtained, with the help of MS- Excel, weighted average for each
variables were found out. Then, ranking was done to each variable. Based on the result

from questionnaire survey as well as case study, conclusions were drawn out.
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CHAPTER 4: RESULTS AND DISCUSSION

4.1  From Case Study:

4.1.1 Project Details

1 Melamchi Water Supply Development Board (Package 1):

Contract Agreement was done between Melamchi Water Supply Development Board and
Sino Hydro Corporation Limited, China for the Construction of headwork remaining
works. The scope of work includes the supply, installation, Construction, testing and
Commissioning with one-year operation and maintenance of headwork of the Melamchi
Water Supply Project, Melamchi Diversion Scheme.

Project Details:

Type of Client: Public

Project Start Date: 19" October, 2019

Planned Completion Date: 11" Jan, 2021

Project Duration (Planned) :15 months

Initial Contract Amount: NPR 1,02,81,83,831.76(with VAT)

Project Status: Ahead of the Schedule

Impact of COVID on this project:

Contractor has requested for the Extension of Cost of NPR 2,94,15,715 due to COVID.
(Data as of 2" Aug,2020)

2 Melamchi Water Supply Development Board (Package 2):

Contract Agreement was done between Melamchi Water Supply Development Board and
Sino Hydro Corporation Limited for the Construction of tunnel remaining works. The
scope of work includes the supply, installation, construction, testing and commissioning
with one year operation and maintenance of headwork of the Melamchi Water Supply
Project, Melamchi Diversion Scheme.

Project Details:

Type of Client: Public
Project Start Date: 6™ October, 2019
Planned Completion Date: 4" October 2020
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Project Duration (Planned) :12 months
Contract Amount: NPR 85,01,94,458.98 (with VAT)
Project Status: Ahead of the Schedule

Impact of COVID on this project:

Contractor has requested for the Extension of Cost of NPR 1,80,71,757 due to COVID.

(As of 2" Aug,2020)

Since the data taken for this research is based on real-time data, cost break-down done in
table 4-1 was calculated from March 23" 2020 to April 25" 2020. Cost breakdown on
the basis of Manpower, Materials, Equipment and other factors is tabulated as follows:

Table 4-1: Cost breakdown for Melamchi Project.

S.N. | Description Amount %weightage Remarks

1 | Manpower 13,237,201.95 59% %  weightage is
2 | Materials 1,761,293.77 8% calculated with
3 | Equipment 6,130,942.80 27% reference to total
4 | Others 1,351,062.00 6% claim amount

Total 22,480,500.52 100%

Note: The additional costs caused by the Corona virus COVID

March 23™ 2020 to April 25™ 2020 by the contractor.
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40%
30%
20%
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m 1 Manpower
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W 2 Materials

B 1 Manpower
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W 2 Materials

Figure 4-1: Cost breakdown for Melamchi Project.




3 Construction of Gorkha Hospital:
Contract Agreement was done between Lumbini Builders Pvt. Ltd, Ministry of Health
and Population, Hydroplan Consultants and John Sanday Associates for the construction
of Gorkha District Hospital at Gorkha.

Project Details:

Type of Client: Public

Project Start Date: 19" June, 2019

Planned Completion Date: 20" Aug, 2020

Project Duration (Planned) :430 days

Initial Contract Amount: NPR 41,83,09,650.88 (without VAT)
%Progress Planned: 95%

%Progress Achieved: 45%(As of 2" Aug,2020)

Project Status: Behind the Schedule

Planned Expenditure till date :90%

Actual Expenditure till date: 30% (As of 2" Aug,2020)

Impact of COVID on this project:

Contractor has requested for Extension of Time(EOT) of 135 days due to COVID-19.
Contractor has requested for Extension of Cost (EOC) of NPR 2,75,49,544.03 due to
COVID-19.

Cost Breakdown Associated with different factors on this project is as follows:

Table 4-2: Cost breakdown for Gorkha Hospital

S.N. Description Amount %weightage Remarks

1. Manpower Cost 32,50,600 12% % weightage is

2 Equipment Cost 37,20,000 14% calculated  with

3. Extended Overhead | 1,54,96,138.55 56% reference to total

4 Material at Site 50,82,805.48 18% claim amount.
Total = 2,75,49,544.03 100%
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Impact on different factors on Gorkha Hospital
based on EOC

60% 26%
0

50%
40%

0
0
e ]
% weightage

B Manpower Cost 12%

Extended Overhead 56%

Material at Site 18%
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B Manpower Cost Extended Overhead Material at Site Equipment Cost

Figure 4-2: Cost breakdown for Gorkha Hospital

4 Upgrading/Improvement of Birendra Chowk (Udayapur)-Bhiman
(Sindhuli) Section.

Contract Agreement was done between Dharan-Chatara-Gaighat-Katari-Sindhuli-
Hetauda Road Project, Department of Road and M/S ZIEC-Sharma-Lama
JV,Kathmandu for Upgrading/Improvement of Birendra Chowk (Udayapur)-Bhiman
(Sindhuli) Section.

Project Details:

Type of Client: Public

Project Start Date: 22" November, 2016

Planned Completion Date: 22" November, 2019

Project Duration (Planned) :36 months (195 days)

Initial Contract Amount: NPR 7,36,99,84,218.97 (without VAT)

Project Status: Behind the Schedule (Project has been extended 3 times and revised
completion date considering EOT 3 is 27" January,2021)

EOT-1 granted: 195 days

EOT-2 granted: 78 days

EOT-3 granted: 160 days
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Impact of COVID on this project:

Contractor has requested for the Extension of time of 68 days due to COVID.
EOT Breakdown due to COVID-19 lockdown associated with different factors is as

follows:
Table 4-3: Cost breakdown for Road Project.

S.N. Description Days
1. Totally stoppage of work due to COVID-19 27
2. Remobilization 13
3. Partial work due to COVID-19 28
Total = 68

5 Building Construction of Herbs Production and Processing Corporation
Limited (HPPCL)

Project Details:

Type of Client: Public

Project Start Date: 3" Chaitra, 2076

Planned Completion Date: 1% kartik,2077

Project Duration (Planned) :240 days

Initial Contract Amount: NPR 38500000 (without VAT)

Project Status: Ongoing

Impact of COVID-19 on this project:

Contractor has requested for the Extension of Cost of NPR 11,31,000 due to COVID.

Table 4-4: Cost breakdown for HPPCL building.

S.N. Description Amount %weightage Remarks
1. Manpower Cost 1,69,650 15%
2. | Equipment Cost 2,00,000 18% % weightage
is calculated with
3. EXtended Overhead 1,30,000 11% reference to total
4 Material at Site 6,31,350 56% claim amount.
Total = 11,31,000 100%
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Figure 4-3: Cost breakdown for HPPCL building

4.1.2 Project Wise Variation Percentage in Cost:

Due to COVID-19, percentage variation of each project based on claim amount by
contractor with respect to total project cost is tabulated as:

Table 4-5: Project-wise percentage variation in cost.

. % Variation
S.N. Project Name Coségl\zjllr[r;_(i;e to (claim due to
COVID-19)
27,549,544.03
1 | Construction of Gorkha Hospital 7%
o | Melamchi (Package 1) Head 29 415,715.00
works 3%
3 Melamchi (Package 2) Tunnel 18,071,757.00
Works 2%
4 | HPPCL Building Construction 1,131,000.00 3%
Upgrading/Improvement of
Birendra Chowk(Udayapur)- -
5 | Bhiman (Sindhuli) Section Road 0%
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PROJECT-WISE % VARIATION
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Figure 4-4: Project-Wise Percentage Variation in Cost.

4.1.3 Project Wise Variation Percentage in Material Cost:

Due to COVID-19 lockdown, percentage variation on material cost of each project, based
on claim amount by contractor with respect to total claim amount of each project is
tabulated as:

Table 4-6: Project-Wise Percentage Variation in Material Cost.

S.N. | Project Name % Variation due to COVID-19
1 | Construction of Gorkha Hospital 18%
2 | Melamchi (Package 1 and Package 2) 8%
3 | HPPCL Building Construction 56%

% Impact on Material due to COVID-19

56%

0% 108 20% 3% 40% 509 60%%

® HPPCL Building Construction ® Melamchi (Package 1 and Package 2)

® Construction of Gorkha Hospital

Figure 4-5: Project-Wise Percentage Variation in Material Cost.
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4.1.4 Project Wise Variation Percentage in Equipment Cost:

Due to COVID-19 lockdown, percentage variation on equipment cost of each project,
based on claim amount provided by contractor with respect to total claim amount of each
project is tabulated as:

Table 4-6: Project-wise percentage variation in equipment cost.

S.N. | Project Name % Variation due to COVID-19
1 | Construction of Gorkha Hospital 14%
2 | Melamchi (Package 1 and Package 2) 27%
3 | HPPCL Building Construction 18%

% Variation on Equipment due to COVID-19

HPPCL Building Construction _ 18%
Construction of Gorkha Hospital _ 14%

0% 5% 10% 15% 20% 25% 30%

Figure 4-6: Project-Wise Percentage Variation in Equipment Cost.

4.1.5 Project Wise Variation Percentage in Manpower Cost:

Due to COVID-19 lockdown, percentage variation on manpower cost of each project,
based on claim amount by contractor with respect to total claim amount of each project

is tabulated as:

Table 4-7: Project-Wise Percentage Variation in Manpower Cost.

S.N. | Project Name % Variation due to COVID-19
1 | Construction of Gorkha Hospital 12%
2 | Melamchi (Package 1 and Package 2) 59%
3 | HPPCL Building Construction 15%
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Figure 4-7: Project-Wise Percentage Variation in Manpower Cost.

4.1.6 Project Wise Variation Percentage in Extended Overhead Cost:

Due to COVID-19 lockdown, percentage variation on extended overhead cost of each

project, based on claim amount by contractor with respect to total claim amount of each

project is tabulated as:

Table 4-8: Project-Wise Percentage Variation in Extended Overhead Cost.

S.N. | Project Name % Variation due to COVID-19
1 | Construction of Gorkha Hospital 56%
2 | Melamchi (Package 1 and Package 2) 6%
3 | HPPCL Building Construction 18%

% Impact on Extended OVerhead Cost due to COVID-19

SEN

A 10% 20, 3056 A0% 50% (S8

m HPPCL Bulkding Corstructon & Medamchl (Package 1 and Package 2) m Construction of Gorkha Hospital

Figure 4-8: Project-Wise Percentage Variation in Extended Overhead Cost.
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4.2  Results and Discussion from Questionnaire Survey

For Objective 1:
To assess the impact on supply-demand trend analysis of material, manpower and

equipment due to COVID-19 lockdown.

Questionnaire survey done to 37 respondents (11 clients, 16 contractors and 10
consultants). Mean Score of client, consultant and contractor was found out separately.
Based on the mean score of three parties, weighted average was found out. Based on the
weighted average, ranking was done. The top three statements that gives the glimpse of
impact on supply-demand trend analysis of material, manpower and equipment due to
COVID-19 lockdown are:

1. COVID-19 lockdown caused impact on supply chain disruption. (weighted
average=3.81).

2. Since entire transportation and aviation industry was brought to sudden halt, its
impact on Construction Sector in Nepal is very prominent. (weighted
average=3.54).

3. Material and labor shortage were the main hindrance behind smooth execution

of project. (weighted average=3.46).

SUPPLY CHAIN TREND ANALYSIS

4
3.94 38 38 3.81
56 3.5 3.5 54 - 46
5

3.5 08
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MS of Contractor MS of Client MS of Consultant Weighted Average

S N

w

n )

[

B COVID-191lockdown caused impact on supply chain distuption,

® Since entire transpertation and aviation industry was brought to sudden halt, its impact on Construction Sector in
Nepal is very prominent.

® Matenial and labor shortage were the main hindrance behind smooth execution of project.

Figure 4-9: Supply Chain Trend Analysis
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Table 4-9: Supply Chain Trend Analysis

MS of MS of MS of Weighted
Rank Statement Contractor | Client | Consultant | Average
COVID-19 lockdown
caused impact on supply
1 chain disruption. 3.94 4 3.5 3.81
Since entire transportation
and aviation industry was
brought to sudden halt, its
impact on Construction
Sector in Nepal is very
2 prominent. 3.56 325 |38 3.54
Material and labor shortage
were the main hindrance
behind smooth execution
3 of project. 35 3.08 |38 3.46
Table 4-10: Overall Survey for Supply Chain Trend Analysis
Impact of COVID-19 on MSof |[MSoff MSof |Weighted
S.N. Construction Contractor |Client| Consultant | Average [Rank
Supply Chain Trend Analysis
Since entire transportation and
aviation industry was brought to
sudden halt, its impact on
Construction Sector in Nepal is
1 |very prominent. 3.56 3.25 3.80 3.54 |(2.00
COVID-19  lockdown  caused
2 |impact on supply chain disruption. 3.94 4.00 3.50 3.81 |1.00
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Material stock was sufficient to
execute ongoing construction

projects.

2.94

3.00

2.80

291

8.00

Covid-19 resulted into lots of
wastage of stored materials due to
delay and disruption.

3.38

2.88

3.10

3.12

7.00

Cement industry, crusher industry,
brick kiln and other similar local
industries were fully functioning

doing lock-down.

2.44

2.75

3.00

2.73

9.00

Blockage of import of essential
construction materials from abroad
did cause impediment and
hindrances to ongoing construction

works.

3.56

2.92

3.90

3.46

4.00

Contractors were forced to choose
labors from a limited pool due to

travel restrictions.

3.88

3.17

3.30

3.45

5.00

Material and labor shortage were
the main hindrance behind smooth

execution of project.

3.50

3.08

3.80

3.46

3.00

Fully operating and functioning of
equipment was one of problem for

continuous execution of project.

3.13

2.83

3.50

3.15

6.00

45




Obijective 2:

To assess the cost and time impact of COVID-19 lockdown on construction projects.

Questionnaire survey done to 37 respondents (11 clients, 16 contractors and 10
consultant). Mean Score of client, consultant and contractor was found out separately.
Based on the mean score of three parties, weighted average was found out. Based on the
weighted average, ranking was done. The top three statements that gives the glimpse of
impact of cost and time manpower and equipment due to COVID 19 lockdown are:

1. Project cost and time increases due to uncertainty regarding availability of
subcontractors/suppliers/labor for any future remobilization. (weighted
average=3.78).

2. Labor costs increases because contractors were forced to choose from a limited
pool due to travel restrictions. (weighted average=3.67).

3. There was a cash flow problem which ultimately made the construction sector
stagnant. (weighted average=3.60).

Impact on Time and Cost

45 4.06 4.06

35
25
15

0.5

MS of Contractor MS of Client MS of Consultant Weighted Average

B Project cost and time increases due to uncertainty regarding availability of
subcontractors/suppliers/labor for any future remobilization

B Labor costs increases because contractors were forced to choose from a limited pool due to travel
restrictions.

B There was a cash flow problem which ultimately made the construction sector stagnant.

Figure 4-10: Impact on Time and Cost
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Table 4-11: Impact on Time and Cost

MS of MS of MS of Weighted
Rank Statement Contractor| Client |Consultant] Average
Project cost and time increases due
to uncertainty regarding availability
of  subcontractors/suppliers/labor
1 [for any future remobilization. 4.06 3.58 3.7 3.78
Labor costs increases because
contractors were forced to choose
from a limited pool due to travel
2  [restrictions. 4.06 3.25 3.7 3.67
There was a cash flow problem
which  ultimately made the
3 [construction sector stagnant. 3.19 4 3.6 3.6
Table 4-12: Overall Survey for Impact On Time and Cost
SN Impact of COVID-19 on MS of MSof | MSof |Weighted Rank
Construction Contractor| Client |Consultant] Average
Supply Chain Trend Analysis
Unexpected increase in the cost of
1 |Construction materials was resultf  3.19 2.50 3.50 3.06 |8.00
of COVID-19 lockdown.
Project cost increase due to
5 damage caused to stored/unused 331 3.4 330 334 |4.00
equipment and materials during
lockdown period.
Limited capacity of suppliers
3 (during lockdown resulted to| 3.50 2.92 3.40 3.27 15.00
increase in project cost.
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Project cost and time increases
due to uncertainty regarding
availability off
subcontractors/suppliers/labor for|

any future remobilization

4.06

3.58

3.70

3.78

1.00

Labor costs increases because
contractors were forced to choose
from a limited pool due to travel

restrictions.

4.06

3.25

3.70

3.67

2.00

Project costs become high due to
equipment being idle.

3.44

2.67

3.20

3.10

7.00

Additional  workplace  safety|
guidelines related to pandemic
such as social distancing,
sanitizers, etc. did cause in

increased project cost.

3.38

2.75

2.70

2.94

10.00

Due to extended project
completion date, project

management costs increased.

3.31

2.75

3.10

3.05

9.00

COVID-19 lockdown impacts
include higher interest payments
to the bank by the contractor

because of project being delayed.

2.75

2.08

3.10

2.64

11.00

10

There was a cash flow problem
which ultimately made the

construction sector stagnant.

3.19

4.00

3.60

3.60

3.00

11

Most  productive  time  of
construction was occupied by the

lockdown.(with consideration of

monsoon and Dashain festival)

3.38

2.78

3.30

3.15

6.00
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Obijective 3:

To find the contractual issues and claims associated with COVID-19 lockdown.

Questionnaire survey done to 37 respondents (11 clients, 16 contractors and 10
consultant). Mean Score of client, consultant and contractor was found out separately.
Based on the mean score of three parties, weighted average was found out. Based on the
weighted average, ranking was done. The top three statements that gives the glimpse of
contractual issues and claims associated with COVID-19 lockdown are:

1. Contractual disputes are likely to increase due to lockdown. (weighted
average=3.89).

2. COVID-19 lockdown would give ample opportunity for contractor to ask for time
and cost extension. (weighted average=3.46).

3. COVID-19 lockdown would be an excuse for contractor to cover up their fault

(poor planning and management) (weighted average=3.36).

Contractual Issues

4.25

4.5 381 3.9 3.89
4 3 35 3.6 5 46 3¢
35 - .17 08
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MS of Contractor MS of Client MS of Consultant Weighted Average

M Contractual disputes are likely to increase due to lockdown.
M COVID-19 lockdown would give ample opportunity for contractor to ask for time and cost

extension.

M COVID-19 lockdown would be an excuse for contractor to cover up their fault (poor planning and
management)

Figure 4-11: Contractual Issues
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Table

4-13: Impact on Contractual Issues

MS of MS of MS of  |Weighted
Rank Statement Contractor| Client |Consultant| Average
Contractual disputes are likely to
1 |increase due to lockdown. 3.81 4.25 3.6 3.89
COVID-19 lockdown would give
ample opportunity for contractor to ask
2 [for time and cost extension. 3.31 3.17 3.9 3.46
COVID-19 lockdown would be an
excuse for contractor to cover up their
3 [fault (poor planning and management) 3.5 3.08 3.5 3.36
Table 4-14: Overall Survey for Impact on Contractual Issues
S.N | Impact of COVID-19 on MS of MS of MS of Weighted | Rank
Construction Contractor | Client | Consultant | Average
Impact on Contractual
Issues
1 | Government has 2.69 2.58 2.50 2.59 8
addressed at policy level
to solve contractual
disputes related problem
caused by COVID-19.
2 | PPMO of Nepal has 3.00 242 2.60 2.67 7
addressed for impact of
COVID-19 or similar
kind of pandemic in
construction.
3 | Existing Condition of 3.06 2.75 3.40 3.07 4
Contract provision
address force majeure
event such as COVID-
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19  which is an

Pandemic.

Price escalation
provisions in contracts
is sufficient to address
or compensate the loss
borne by contractor due
to COVID-19.

2.81

2.67

2.90

2.79

COVID-19

would give ample

lockdown

opportunity for
contractor to ask for

time and cost extension.

3.31

3.17

3.90

3.46

COVID-19

would be an excuse for

lockdown

contractor to cover up
their fault (poor
planning and

management)

3.50

3.08

3.50

3.36

Contractual disputes are
likely to increase due to
lockdown.

3.81

4.25

3.60

3.89

Coordination of
different contract parties
(employer, consultant,
engineer, contractor) to
sort out contractual
disputes related problem

was effective.

2.81

2.83

2.90

2.85

4.3

o Whether COVID-19 is force majeure event?

Contractual Issues Raised in Claim Document
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©)

-Contractor's basis for this claim with regard to claim document is "whether
Lockdown ordered by Government of Nepal and restrictions like (travel restriction
of labor) imposed by concerned authorities™ falls under force majeure event.
Whether lockdown ordered by the Government of Nepal is change of law?
-Contractor's basis for this claim with regard to claim document is "New health
standards were not foreseen at the base date or at the time of signing the agreement.
New health protocols establishment and their implementation by Central
Government/Local Authorities are considered as changes in laws of country.”

Is the contractor entitled for extension of time?

Is the contractor entitled for payment of additional cost incurred as a result of delay
and disruption as well as additional health measures to be implemented as per

Government of Nepal Protocol?

Other Factors:

Questionnaire survey done to 37 respondents (11 clients, 16 contractors and 10

consultant). Mean Score of client, consultant and contractor was found out separately.

Based on the mean score of three parties, weighted average was found out. Based on the

weighted average, ranking was done.

The top three statements that gives the glimpse on impact of COVID 19 lockdown

besides those mentioned in the objectives are:

1. "COVID-19 lockdown" will have immediate and long term effects on
construction projects. (weighted average=3.79).

2. Adopting digital technology for remote working and implementing mechanized
means of construction could be the new solution to this type of pandemic.
(weighted average=3.34).

3. Construction Practice/ working culture will change in Nepal's Construction

Sector after this pandemic. (weighted average=3.15).
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B "COVID-19 lockdown" will have immediate and long term effects on construction projects.

B Adopting digital technology for remote working and implementing mechanized means of
construction could be the new solution to this type of pandemic.

B Construction Practice/ working culture will change in Nepal's Construction Sector after this

pandemic.

Figure 4-12: Other Impact Factors

Table 4-15: Other Impact Factors

MS of MS of [MS of Weighted
Rank |Statement Contractor |Client |Consultant |Average
"COVID-19 lockdown" will have
immediate and long term effects on
1 |construction projects. 3.63 3.83 3.9 3.79
Adopting digital technology for remote
working and implementing mechanized
means of construction could be the new|
2 |[solution to this type of pandemic. 3.38 3.25 34 3.34
Construction Practice/ working culture
will change in Nepal's Construction
3 [Sector after this pandemic. 3.06 3.08 3.3 3.15
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Table 4-16: Results from Overall Questionnaire Survey

S.N

Impact of COVID-19 on
Construction

MS of
Contractor

MS of
Client

MS

of

Consultant

Weighted
Average

Rank

Supply Chain Trend
Analysis

Since entire
transportation and
aviation industry was
brought to sudden halt,
its impact on
Construction Sector in
Nepal is very
prominent.

3.56

3.25

3.80

3.54

2.00

COVID-19 lockdown
caused impact on
supply chain disruption.

3.94

4.00

3.50

3.81

1.00

Material stock was
sufficient to execute
ongoing construction
projects.

2.94

3.00

2.80

2.91

8.00

Covid-19 resulted into
lots of wastage of
stored materials due to
delay and disruption

3.38

2.88

3.10

3.12

7.00

Cement industry,
crusher industry, brick
kiln and other similar
local industries were
fully functioning doing
lock-down.

2.44

2.75

3.00

2.73

9.00

Blockage of import of
essential construction
materials from abroad
did cause impediment
and hindrances to
ongoing construction
works.

3.56

2.92

3.90

3.46

4.00

Contractors were forced
to choose labors from a

3.88

3.17

3.30

3.45

5.00
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limited pool due to
travel restrictions.

Material and labor
shortage were the main
hindrance behind
smooth execution of
project.

3.50

3.08

3.80

3.46

3.00

Fully operating and
functioning of
equipment was one of
problem for continuous
execution of project.

3.13

2.83

3.50

3.15

6.00

Impact on Cost and
Time

Unexpected increase in
the cost of Construction
materials was result of
COVID-19 lockdown.

3.19

2.50

3.50

3.06

8.00

Project cost increase
due to damage caused
to stored/unused
equipment and
materials during
lockdown period.

3.31

3.42

3.30

3.34

4.00

Limited capacity of
suppliers during
lockdown resulted to
increase in project cost.

3.50

2.92

3.40

3.27

5.00

Project cost and time
increases due to
uncertainty regarding
availability of
subcontractors/suppliers
/labor for any future
remobilization

4.06

3.58

3.70

3.78

1.00

Labor costs increases
because contractors
were forced to choose
from a limited pool due
to travel restrictions.

4.06

3.25

3.70

3.67

2.00
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Project costs become
high due to equipment
being idle.

3.44

2.67

3.20

3.10

7.00

Additional workplace
safety guidelines related
to pandemic such as
social distancing,
sanitizers, etc. did cause
in increased project
cost.

3.38

2.75

2.70

2.94

10.00

Due to extended project
completion date, project
management costs
increased.

3.31

2.75

3.10

3.05

9.00

COVID-19 lockdown
impacts include higher
interest payments to the
bank by the contractor
because of project
being delayed.

2.75

2.08

3.10

2.64

11.00

10

There was a cash flow
problem which
ultimately made the
construction sector
stagnant.

3.19

4.00

3.60

3.60

3.00

11

Most productive time of
construction was
occupied by the
lockdown.(with
consideration of
monsoon and Dashain
festival).

3.38

2.78

3.30

3.15

6.00

Contractual Issues

Government has
addressed at policy
level to solve
contractual disputes
related problem caused
by COVID-109.

2.69

2.58

2.50

2.59

8.00
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PPMO of Nepal has
addressed for impact of
COVID-19 or similar
kind of pandemic in
construction.

3.00

2.42

2.60

2.67

7.00

Existing Condition of
Contract provision
address force majeure
event such as COVID-
19 which is an
Pandemic.

3.06

2.75

3.40

3.07

4.00

Price escalation
provisions in contracts
is sufficient to address
or compensate the loss
borne by contractor due
to COVID-19.

2.81

2.67

2.90

2.79

6.00

COVID-19 lockdown
would give ample
opportunity for
contractor to ask for
time and cost extension.

3.31

3.17

3.90

3.46

2.00

COVID-19 lockdown
would be an excuse for
contractor to cover up
their fault (poor
planning and
management).

3.50

3.08

3.50

3.36

3.00

Contractual disputes are
likely to increase due to
lockdown.

3.81

4.25

3.60

3.89

1.00

Coordination of
different contract
parties (employer,
consultant, engineer,
contractor) to sort out
contractual disputes
related problem was
effective.

2.81

2.83

2.90

2.85

5.00

Other Factors
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On April 21,
Government declared
that construction site
and industries can
house and feed workers
in their own premises
with social distancing
and relative isolation
which was found to be
effective.

3.06

2.75

2.90

2.90

5.00

"COVID-19 lockdown™
will have immediate
and long term effects on
construction projects.

3.63

3.83

3.90

3.79

1.00

Bank was fully
functioning during
lockdown period.

3.00

3.17

2.60

2.92

4.00

Local people response
allow for smooth
execution of ongoing
projects.

244

3.25

2.90

2.86

6.00

Construction Practice/
working culture will
change in Nepal's
Construction Sector
after this pandemic.

3.06

3.08

3.30

3.15

3.00

Adopting digital
technology for remote
working and
implementing
mechanized means of
construction could be
the new solution to this
type of pandemic.

3.38

3.25

3.40

3.34

2.00
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CHAPTER 5: CONCLUSION AND RECOMMENDATIONS:

5.1 Conclusion:

Objective 1:
To find the impact on supply-demand trend analysis of material, manpower and

equipment due to COVID-19 lockdown.

Based on the case study and questionnaire survey, it can be concluded that

>

COVID-19 lockdown caused serious impact on supply chain disruption. Material and
labor shortage was the main hindrance for smooth execution of project.

Since entire transportation and aviation industry was brought to sudden halt,
materials and equipment procured from other countries (in case of Melamchi project)
could not be entered due to custom clearance. Likewise, HPPCL building which is a
steel structure building was hugely affected because of shortage of steel.

In case of Gorkha hospital, bringing labor from outside the construction territory was

prohibited and construction was carried out with limited manpower.

Obijective 2:
To assess the cost and time impact of COVID-19 lockdown on construction projects.

Based on the case study and questionnaire survey, it can be concluded that

>

>

COVID-19 lockdown impacted in increase of project cost and time due to uncertainty
regarding availability of subcontractors/suppliers/labor.

Labor costs increases because contractors were forced to choose from a limited pool
due to travel restrictions, PCR testing and other Government protocols.

Impact on time and cost on construction projects however differs with nature and
scale of the project. For large scale project like Melamchi, Gorkha hospital, impact
on manpower, extended overhead cost and project management cost is prominent
whereas in case of HPPCL building highest impact of COVID-19 based on cost is on
material. For National pride project like Melamchi, timely completion is not an issue.
Project is ahead of schedule. However, contractor had to bear additional cost due to

lockdown.
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Obijective 3:
To find the contractual issues and claims associated with COVID-19 lockdown.

Based on the case study and questionnaire survey, it can be concluded that

>

Due to COVID-19 lockdown, contractual disputes are likely to increase due to
lockdown. Time extension clause would not cover up for the additional costs
contractor had to bear as a result of COVID-19 lockdown. On the other hand,
COVID-19 lockdown would give ample opportunity for contractor to ask for time
and cost extension. Further, COVID-19 lockdown would be an excuse for contractor
to cover up their fault (poor planning and management).
Each contract should be carefully analyzed to determine a party's specific entitlement.
Some common clauses that should be considered are:

o Force majeure clause: commonly for time but not for money.

o EOT (Extension of Time) and EOC (Extension of Cost) clause.

o Change in law clause: for both time and money but it will require direct

impact on the works.

5.2 Recommendations:

"How long will the direct/ indirect effect of COVID-19 is going to be continued?" -
is uncertain. The Government should prepare guidelines accordingly to deal with
situation uniformly.

Extension of Time (EOT) claim is more straight forward. Extension of time however
does not fully justify for the additional cost burden that the contractor has to bear
because of the consequences of COVID-19 lockdown. Hence, Extension of
Cost(EOC) claim should be handled carefully.

Collaboration and coordination among the contract parties (client, consultant and
contractor) is needed. Therefore, each party should put their utmost effort to settle
claims early and avoid disputes.

Adopting digital technology for remote working and implementing mechanized
means of construction could be one of the newest approach to address the

construction related issues caused as a result of such pandemic.
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5.3

Capacity enhancement of local industries should be done to produce core raw
materials such as cement aggregate and steel components within Nepal.
PPMO documents should be revised so that it can address for such type of pandemic

condition.

For Future Study:

o It is recommended for future researchers to study impact of COVID-19 from
occupational health and safety aspects.

o The study can also be conducted about finding the impact of supply-demand trend
analysis using the transaction details from respective suppliers. Due to time
constraint, impact on supply-demand trend analysis was found out from
questionnaire survey.

o This research was limited to selected construction projects. Future researcher can
conduct similar kind of research through broader perspective.

o Future researchers can also conduct qualitative questionnaire surveys with

construction experts and draw conclusions from it.
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QUESTIONNAIRE SURVEY

Institute of Engineering
Pulchowk Campus
Msc. Construction Management

Questionnaire for finding the *Impact of COVID-19 lockdown on Nepal's
Construction Sector""

Background Information:

Coronavirus disease 2019 (COVID-19) - now a global pandemic is causing severe
impacts in almost all aspects of life in Nepal. In response to the pandemic, nation-wide
lockdown was announced on 24 March 2020, and ended on 21 July 2020. Construction
industry members including owners, developers, contractors, subcontractors and supply
chain vendors have experienced different(varying) degrees of impacts as a result of the
COVID-19 pandemic.

The purpose of this survey is to find the impact of COVID-19 lockdown on on-going
infrastructure projects in Nepal. The survey is conducted for the partial fulfilment of the
requirements for the Degree of MSc. in Construction Management of Institute of
Engineering, Tribhuvan University, Nepal. This survey should only take 5-10 minutes to
complete. It is assured that all information provided shall be for research purpose only
and shall be kept in strictest confidentiality.

Name:

Title:

Years of Experience: [ <1 year [11-5 years 01 6-10 years 0 >10
years

Agency:

Type of Project: [ Public O Private 0 Mixed

Name of the Project:

Are you/your organization involved in any construction project that is/was impacted by
COVID-19 lock down?

[ Yes 0 No

68



Based on your experience and knowledge, please rate the following statements. Rating
should be based on the extent of impact exerted on Construction sector in Nepal due to
COVID-19.

1 —No impact/Strongly Disagree
2- Disagree
3-neutral
4-agree
5- highest impact/strongly agree

STATEMENTS (Impact of COVID-19 lockdown) 1,2 | 3 |4]5

A. SUPPLY CHAIN TREND ANALYSIS

1 | Since entire transportation and aviation industry was
brought to sudden halt, its impact on Construction Sector
in Nepal is very prominent.

2 | COVID-19 lockdown caused impact on supply chain
disruption.

3 | Material stock was sufficient to execute ongoing
construction projects.

4 | Covid-19 resulted into lots of wastage of stored materials
due to delay and disruption

5 | Cement industry, crusher industry, brick kiln and other
similar local industries were fully functioning doing lock-
down.

6 | Blockage of import of essential construction materials
from abroad did cause impediment and hindrances to
ongoing construction works.

7 Contractors were forced to choose labors from a limited
pool due to travel restrictions.

8 | Material and labor shortage were the main hindrance
behind smooth execution of project.

9 | Fully operating and functioning of equipment was one of
problem for continuous execution of project.

B. COST AND TIME OVERRUN

1 | Unexpected increase in the cost of Construction materials
was result of COVID-19 lockdown.

2 | Project cost increase due to damage caused to
stored/unused equipment and materials during lockdown
period.

3 | Limited capacity of suppliers during lockdown resulted to
increase in project cost.

4 | Project cost and time increases due to uncertainty
regarding availability of subcontractors/suppliers/labor for
any future remobilization
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5 | Labor costs increases because contractors were forced to
choose from a limited pool due to travel restrictions.

6 Project costs become high due to equipment being idle.

7 | Additional workplace safety guidelines related to
pandemic such as social distancing, sanitizers, etc. did
cause in increased project cost.

8 | Due to extended project completion date, project
management costs increased.

9 | COVID-19 lockdown impacts include higher interest
payments to the bank by the contractor because of project
being delayed.

10 | There was a cash flow problem which ultimately made
the construction sector stagnant.

11 | Most productive time of construction was occupied by
the lockdown.(with consideration of monsoon and
Dashain festival)

C. CONTRACTUAL ISSUES

1 | Government has addressed at policy level to solve
contractual disputes related problem caused by COVID-
19.

2 | PPMO of Nepal has addressed for impact of COVID-19
or similar kind of pandemic in construction.

3 | Existing Condition of Contract provision address force
majeure event such as COVID-19 which is an Pandemic.

4 | Price escalation provisions in contracts is sufficient to
address or compensate the loss borne by contractor due to
COVID-19.

5 | COVID-19 lockdown would give ample opportunity for
contractor to ask for time and cost extension.

6 | COVID-19 lockdown would be an excuse for contractor
to cover up their fault (poor planning and management)

7 | Contractual disputes are likely to increase due to
lockdown.

8 | Coordination of different contract parties (employer,
consultant, engineer, contractor) to sort out contractual
disputes related problem was effective.

D. OTHER FACTORS

1 | On April 21, Government declared that construction site

and industries can house and feed workers in their own
premises with social distancing and relative isolation
which was found to be effective.
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2 | "COVID-19 lockdown" will have immediate and long
term effects on construction projects.

3 Bank was fully functioning during lockdown period.

4 Local people response allow for smooth execution of
ongoing projects.

5 | Construction Practice/ working culture will change in
Nepal's Construction Sector after this pandemic.

6 | Adopting digital technology for remote working and
implementing mechanized means of construction could
be the new solution to this type of pandemic.

PART E:

Opinion Questions 1: (Optional)

What are your key recommendations for construction sector/construction stakeholders to
address COVID or other similar kind of pandemic in the future?

i....
ii...
iii. ..
v...
V...

Opinion Questions 2: (Optional)

Other than the statements and questions mentioned above, is there anything that you think
is missing in the questionnaire and you would like to add from your side? If Yes, please
answer........
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Answers for Opinion Questions 1: (Optional)

What are your key recommendations for construction sector/construction stakeholders
to address COVID or other similar kind of pandemic in the future?

1.

10.

11.

12.

How long will the direct/ indirect effect of COVID-19 is going to be continued? The
Government will have to prepare guidelines to deal with situation uniformly.
Broader economic policy with proper check and balance between cost and
performance. Work should progress following strict health protocols.

Provision of having a contingency plan to counter act against similar pandemic would
be helpful for the construction sector.

It is necessary to take appropriate steps to reduce anticipated contractual disputes as
quickly as possible and restore cash flow into the sector. (Construction industry
cannot be categorized as high impact industry due to COVID but it is highest
employment generating industries).

People should know their contract and follow the provision of contract. Good
collaboration should be maintained between contract parties (client, consultant and
contractor).

Contract parties should put their utmost effort to settle claims early and avoid
disputes.

FIDIC suggestions: Solutions are not only found within four corners of any contract,
impact of Governing law, government's decisions, social responsibilities etc. are also
to be considered.

EOT claim is more straightforward, cost claim to be properly handled.

A rapid survey of on-going contracts to identify which items have been genuinely
affected by pandemic. Guidelines for uniform approach needed.

Enhance capacity of local industries to produce core raw materials such as cement
aggregate and steel components within Nepal (employment would be generated).
Gear up the activities in smaller projects that are targeted to local development
whether jobless people gathered at local level be materialized.

As far as possible, more digital approach towards the work will have to be practiced
encouraging work from home. Machine intensive work is to be preferred to labor

intensive work.
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13.

14.
15.

16.

17.

18.
19.
20.
21.

22.
23.

24,
25.

Specific Guidelines for 'new normal’ to be developed by the Government because
different will be the safety requirements, productivity rate, transportation of people
and goods.

Collaboration among team members is important.

Many people have returned from abroad and lost their job. If they could be attracted
to construction industry, which can easily generate employment to them would be an
opportunity to enhance capability of the construction industry.

It should be taken as an opportunity to work for planning and construction
management techniques of projects in such situations.

Practice should be done to create remote working environment in construction
industry instead of frequent site visit by all stakeholders. Construction sector should
use latest technology such as supervision through drone, CCTV monitoring, remote
instruction for manpower with use of minimal labours and engineer at site.

Good planning with including all type of vulnerability consideration.

Allocate safety engineer for each project.

Social distancing should be maintained.

Human life should be considered important than projection completion date and
payment.

Change the PPMO documents so that it can address such type of pandemic condition.
All stakeholder should understand and aware about Pandemic condition, effect and
care for him as well as related coworkers.

There should be insurance for everyone engaged in construction for such situations.

Type of effect is different in different country and context.
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APPENDIX -B
Letters Circulated by Government

Newspaper Snapshot

Snapshot of Labour Act
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Letters circulated by Government of Nepal on 2nd April, 2020.
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Newspaper snapshot regarding notice of lockdown.

Newspaper snapshot regarding notice of lockdown.

Government extends nationwide lockdown uniil April 15 46720, 17:25

.

P
THE KATHMANDU POST
() ——

Mozday, Apnl 6, 2020 Without Fear or Favour (/¥ Alr (haal ity I Fattanands 247 akeuality)

WHAT'S NEWS =
Covid-19 ([national/2020/04/06]poor-quarantine ~facilities-could~themselves -become-oulbreak-hotspots-doctors~warm)
Measles outbreak in Dhading {/province-no-3/20 20/04f06/measles- outbreak-kills-two-~children-and-infects-over-150-in-
chepang-settlements-of-dhading - district)
Prime Minister 011 (/mationalf2020/04f0b/despite-fascos-and ~rising-covid-19-cases-the- prime-minister-maintains -a-stony =
silence)
Winter crops (fmoney/2020/04/06/ winter-crops - le- unharvested-In-the- fields-as-the-lockdown - forces-farmners-Indoors)
Budget for anti-Covid-19 measures (,'monq/xou(ouoe/gom-nul-w-dlnn-u-ud ~billion-budget-to-anti-covid-19-
measuores)
Melamehi Project {/valley/2020/04 /06 /melamchi-likely-to-face- more-delays-as-workers-lcave-the-site)

e /——= MAKE SAFE PAYMENTS
'_ W WITH MOBILE B__A_N'_(!NG b 0 |\ {lattps:/ [youtu. be/wAigB-B

NOW ACTIVATE FROM HOME

MOST RFAD ERUM NATIONAL

NATIONAL (| NATIONAL)

Government extends nationwide lockdown Test; test, test, says

o . WHObut Nepal has g
unt]l Aprll 1 5 neither the means

. nor the matter

Decision follows three more Covid-10 eases, including on local transmission. (/national/2020/03/22/test~test-
test-says-who-but-nepal-has~
neither-the-means=nor-the-
matter)

With first case of
local transmission,
window te prevent
amass outhreak is
fast closing, public health experts
say (/mational/2020/04/04 with-
first-case~of-local-transmission-
window-to-prevent-a-mass=
outbreak- is-fast-closing-public~
health-experts-say)

Nepal goes under

lockdown for a

week starting 6am

Tuesday
{/national/2020/03/23/nepal-goes-
inder-lockdown-for-a-week-

iips JJhathmandupost mrvnamnaumzo.'olros‘fqovunm-m--uands-nniomridc-dochﬁam-unhl»mral-\'s Pagetofd

77



NATION

No International Flights From Mar. 22-30, Long-Route Public
Vehicles Barred From Mar. 23: PM Oli

e Editor W 20 Mar, 2020

SHARING: s

By TRN Online, Kathmandu, Mar. 20: Prime Minister KP Sharma Oli has said that the government has accorded utmost priority
to the health of the people.

In his address to the nation delivered Friday, PM Oli highlighted that battle against pandemic of the scale of COVID-19 could be won
through support and patience of all.

The PM's address to nation was broadcast live through Radio Nepal and Nepal Television.

e PM eid o0 routs public Vilicles Would be lm!tud from Muri ey for the timd bomg ind intenatonal Mights would be
barred from March 22 t6"March 31 and that compulsory” health"check-up of all entering Nepal from’border pointswould be
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Notice was issued by Government of Nepal on 30™ July, 2020 regarding Extension of
Time (EOT) of six months. EOT could be provided for current ongoing contracts which
was affected by COVID-19 lockdown. Maximum of six months of EOT could be

provided to applicants without adding any extra financial burden to the Government of
Nepal.
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Notice issued by Government of Nepal on 27" April, 2020 stating that: lockdown to be
considered as public holiday and the government offices, authorities and industries should provide
salary to their workers/employees.
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Labour Act (2074) states that if there is any potential danger in any ongoing work, then
employer is responsible for any kind of hazard or risk caused to worker or employees.

FHITSH &IH =< TTH |

%, Jchle Gl HUAT $TH qR T4 (§) F7 F1H Tobe a7 7A9¢ Il FH T4 G605
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Al faf 3 |
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FIAH TATHT FTHF AThel Tl FH 8 T 961G |

(%) SISHT (3) FTHIAT F1H % TWHAT TG F1H T8 T HHH GrH
AHFTT TehTel [Fal ATTaT ARl 397 (9Har Afhars & 19 |

(%) FIGHET (¥) FHIMAHSHT AHRNT I qU(E TTRGET a1 Haw
Hfhel A1 TEEH] Tohid ATAH T AEIE (Grd @ai (Aawe a7 gArHeT T
T3 |

(%) HF FH T T 99 T Tk 9 @99 IAH FU AT TATER T9T
G (AT a1 A T AR FEeT 9 90 47 T40H I JiHE €
TTEEET & {99 suar ar fqaesr fBEeEE @i £4 7899 99
Frdteraar faeT o a9 |

(8) IUGHT (%) FHITH 33T AT FAEES § F=H FAET T g
TR FT AT ATFYGF 9T TH] GHT T Il (GaEH [@ArseEr 14 g |

(z) IR (9) FHITTH FEATET (99 fGArwET atieuw Ao af=m g9
7 T g e 9T 9 3 9 A S |

(%) I9 TRET IGF TAGF HYT AGUR] WU TG SRS 2
T =T34, 39 faT 91 raEd ana Sevgd F19 9% T 92T 37 |

(90) T9 THT FHIAH FH T TUH GHIAT AHEATS A6 941 TaH!
szﬁmmmmwmml

81



APPENDIX -C
Supporting Documents- Claim Documents
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Information about Upgrading/Improvement of Birendra Chowk (Udayapur)-
Bhiman (Sindhuli) Section of Dharan-Chatara-Gaighat-Katari-Sindhuli-Hetauda

Road:
EOT LETTER

Application of Extension of Time 4 (EoT #4)

General

This Interim Request regarding Extension of Time (EOT #4) for the completion of the
work has been prepared and submitted by ZIEC Sharma Lama JV (hereinafter the “JV™
or “Contractor”). The Contractor for Improvement of “Birendra Chowk — Bhiman
Section (KM 43+800 to KM 178+700), Dharan Gaighat Katari Sindhwli Heatauda
Road Project” presently known as a part and section of “Madan Bhadari Highway
Project” for purpose of requesting Extension of Time of the Term of the Contract from

Department of Ronds (hereinaficr referred as “Employer™).

This interim Extension of Time (EOT #4) has been prepared for delayed events known

and occasioned from 1“ October 2019 to 15" June 2020. The Contractor's eatlier

request for Extension of Time 3 (EoT# 3) was given for arrays of reason known and
‘ occasioned up to 30™ September 2019 as detailed in  Exhibit 1.. The Employer had
il granted 160 days of Extension of Time in EOT #3 for causes of delay vide letter Ref.
No. 172 dated 19 November 2019 (2076/08/03). Exhibit 2

The Contractor reserves the right to supplement and to revise this interim application
numely EOT#4 as appropriate or in the event further delay for which the Contractor is
entitled to Extension of Time as per the provisions of Contract.

Key Contractual Dates
0+

a) Contract Agreement Date: 7" November 2016
b) Accepted Contract Amount - NPR. ugg%éaw (including VAT & PS)
¢) Commencement Date or Start Date: 22 Noveniber 2016
d) Possession of Site: 20* November 2016.
¢) Contract Duration — 36 months (1095 days)
f) Original Time of Completion ~22" November 2019
g) Milestone #1 -22™ November 2017
h) Milestone #2 -22* November 2018
i) Extension of time (EoT-1) granted: 195 days
j) Revised Milestone # 1 -5% June 2018
k) Revised Milestone # 2 - 4" June 2019
1) Revised Completion Date 1 — 3" June 2020
m) Extension of time (EoT-2) granted: 78 days
n) Revised Milestone # 2 — 22 January 2020
0) Revised Completion Date 2 - 20" August 2020
p) Extension of time (EoT-3) granted: 160 days
, q) Revised Milestone # 2 — 28" March 2020
1) Revised Completion Date considering EOT #3 = 27" January 2021 )

Background of Events

On 7" November 2016, the JV entered into a Contract with Department of Roads 1o
undertake the construction of the road from KM 43+800 to KM 178+700 namely
“Birendra Chowk — Bhiman Section (KM 43+800 ta KM 178+700), Dharan Gaighat
Katari Sindhuli Heatanda Road Project”. The main scope of the works are related with
construction of road from KM 434800 to KM 1784700 and work consisted mainly of:

2

83



Claim for EOT of 68 days due to COVID-19 lockdown for

Upgrading/Improvement of Birendra Chowk (Udayapur)-Bhiman (Sindhuli) Section of
Dharan-Chatara-Gaighat-Katari-Sindhuli-Hetauda Road:

EXHIBIT 6

Eveats Kaawn and Oceasiesed from 15t Octeber 2019 to 14th June 2020

SarDue | FabhDeaw | D | Oiv I .u-.nl Des-t l 220 Lm»:n [ Aar 20 [ Age? l Moy }9[ R0 ] -3 l Nug-20 l Sp-20
Crey n Rbname of oo 1<Der-1v o2l » - = - - -
iy i Remmion of Shocts: o | el » - - - - -
BWESW | Wre0 3 -
Dcts dae W heavy tinfal
6Me D ToMle b -
Dctey coced fue o boesl Sapesn. | Meliew ¥ (4D 20 1) - - —_— —_—
ol e p—y—_— ~=\
i 19 HMe | Basd | ST 4 e —_
7
|Re2acdisine —& MWage 1May-20 5}
\ Pustally vok e wx oot 19 Ty 30 e N8/ sssssees
\
e ey Mawree Seoem l 10-2en-29 3522 "
|Totwl Detey dayn = 233
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Claim for EOC due to COVID-19 lock down for Gorkha Hospital.

Project: - Construction of Gorkha District Hospital
Contractor:- Lumbini Builders P. Ltd.
Contract No.:- MoHP 001-1 Gorkha
Total Summary
S.No. Description Amount
1 Manpower Cost 3,250,600.00
2 Equipment Cost 3,720,000.00
3 Extended Overhead 15,496,138.55
4 Material at Site 5,082,805.48
Total= 27,549,544.03
Project: - Construction of Gorkha District Hospital
Contractor:- Lumbini Builders P. Ltd,
Contract No.:- MoHP 001-1 Gorkha
Extended Overhead Cost Claim Calculation
Agrecment date 9-May-19
Contract Duration 430
Commencement Date 23-May-19
Original Project Completion Date 26-Jul-20
Delay days due to coronavirus situation 120
Daily Indirect Cost From Tender 129.134.49
Breakdown
Total Extended Overhead Cost (Nrs) 15,496,138.55
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Claim for EOC due to COVID-19 lock down for Melamchi (Package 1 and Package

2)

(Data as of 2" August,2020)

S.N |Item Amount  (NRs) Package 1 Package 2
1 |Amendment of Arbitration Location
2 |Engineer vehicle repair payment 2,079, 726. 65 2,079, 726. 65
Installation of air evacuation pipe in Gyalthum ;
3 BOQ number : 3. 1. 1. 12 71, 049, 383. 60 71, 049, 383. 60
4 |Change in Law — Disiel 3, 885, 469. 63 3, 885, 469. 63
The payment of the additional item in BOQ
5 |(security personnel, health protocols, air 14, 099, 801. 30 14, 099, 801. 30
conditioner repair costs )
6 |Sundarijal Camp - Variation 3,930, 085. 10 3,930, 085. 10
7 |Excavation variation (class III and Class II) - -
8 The variation rate for remove the cable from the 62, 166, 675. 69 ~ 62, 166, 675. 69
tunnel
9 |Dewatering on Headworks and Tunnle 219, 437, 012. 00 22,016, 935. 00 197, 420, 077. 00
10 A?cess.walkway frém headworks to headworks 3,476,921, 68 3,476,921, 68
diversion tunnel inlet (128m length)
1 Quotat}Qn of Pipes Installation with Welding at 8, 403, 508. 00 8, 403, 508. 00
Sundarijal- Outlet
12 |The test in the Sundarijal pipe installation 1, 854, 361. 35 1, 854, 361. 35
13 |Excess Grouting on Rock Dowel 10, 000, 000. 00 - 10, 000, 000. 00
14 |The new rate of cement grouting (variation order 1, 684, 714. 64 - 1,684, 714. 64
15 |The new rate of cement mortar grouting (variatio 2,102, 436. 00 - 2,102, 436. 00
Additional costs on channelization for the
16 |purpose of Dam excavation due to delay in 886, 052. 28 886, 052. 28 -
interface by HM Contractor
17 |Electric Variation Works 43,112, 035. 57 43,112, 035. 57 -
g |(oSt Sumary due to the Force Marjure of the 47, 487, 472. 00 29, 415, 715. 00 18, 071, 757. 00
Corona virus COVID 19
Total 572, 058, 386. 72 151, 291, 979. 51 420, 766, 407. 21
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Claim for EOC due to COVID-19 lock down for Melamchi (Package 1 & Package
2):

Summary of the Additional Costs Caused by the Corona
Virus COVID 19

S.N Description lTotal Amount Remark

1 Manpower

1.1 Chinese Worker

1.1.1 |Salary during waiting at home and isolation 4,013, 827. 95

The Contractor will

1.1.2 |Increased labor costs casused by loss—effciency during lock d| . .
calcualtion and submit

Idle costs during lock down (reduction of
personnel at work surface, interruption and
delay in the supply of materials and

1. 1.3 |equipment, etc.)

1.2 Nepalese Worker

Nepalese salary (1 salary at home 2 salary
1.2.1 |during isolation at site 3 salary for the 9, 223, 374. 00
normal construction)

The Contractor will
calcualtion and submit
later

The Contractor will

L3 Work subsidies during lock down (including provide the details
' Chinese and Nepalese worker) after the government
issue the order
2 Materials
91 The increases cost of.purchasing cement, 1,411, 776.72
steel and other materials
2.2 Increase in material transportation costs 349, 517. 05

The Contractor will
provide the details
after the bills
information coming

The additional cost caused by the failure to
2.3 clear the customs clearance of the imported
bolts from India (if any)

3 Equipment
3.1 Cost of renting a vehicle on site 3, 905, 000. 00
3.2 Site idle equipment 2, 225, 942. 80

The Contractor will

Additional costs caused by equipment
voequip provide the details

3.3 imported from China that cannot be cleared .
,? after the bills
(if any) - .
information coming
Materials and equipment that have been The Contractor will
3.4 procured from china cannot be entered due to provide the details
: customs clearance and can only be purchased after the bills
again from local information coming

Costs for ticket refunds due to Corona virus
COVID 19 for Chinese worker entering Nepal,
4.1 ticket increases costs, and the cost of 55, 432. 00
health certificate processing and
translation required for entry

The information are not
cpmpleted, the
Contractor will provide
later

Isolation costs incurred for entry Nepal of
4.2 Chinese employees (including food, housing, 90, 630. 00
dailv necessities. etc.)

. . The Contractor will
Isolation costs incurred for Nepalese

4.3 Worker (including food, housing, daily
necessities, etc.)

provide the details
after the bills

information coming
TITE COMNMtTractor WITT

provide the details

Due to the Nepal lock down, the cost of

4.4 Accommodation and food for people who cannot .
after the bills

enter the country s e .

Corona virus COVID 19 prevention materials The Contractor already
45 including domestic procurement (masks, submit in the separate
) alcohol, protective clothing, hand letter

sanitizer, etc.) MWSP/COM/2020/672
4.6 Explosive protection costs by Army 75, 000. 00
4.7 Security costs 1, 080, 000. 00
48 Prcvcntlén.ol spread ?1 corona virus COVID 50, 000. 00

19, publicity of special measures costs

Total 22, 480, 500. 51

Note: The additional costs caused by the Corona virus COVID 19 is calculated from March
232020 to April 251 2020.
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Contractual Issues and Claims Raised by Contractor

-

statement of Claim No. 1

Corona virus (COVID-19) —1Is it a Force Majeure Event under the Contract? Asa
result of the force majenre event and lock down ordered through decree by
Government of Nepal - Is the Contractor entitled to both extension of time and money?

e Sub Clause 20.1 of CoC which states, “If the Contractor considers himself to be
entitled to any extension of the Time for Completion and/or any additional payment,
under any Clause of these Conditions or otherwise in connection with the Contract,
the Contractor shall give notice to the Engineer, describing the event or circumstance
giving rise o the claim.”

C. Compliance with the Notice requirement

The Contractor has servedall the notices on the eventwithin the stipulated time. The
3 Contractor therefore has fulfilled the precedent condition to qualify the claim for extension of
time and cost.

D. Relief Sought

e —————

Based on the aforementioned event and the above listed contractual provisions, the
Contractor seeks the following relief:

1. Whether the COVID-19 is a Force majeure cvent under Sub Clause 19.1 of CoC?

7. Whether the lock down order by decree by Government of Nepal is change of law as
per provision of the Sub Clause 13.7 of CoC?

3. Is the Contractor entitled for extension of time in accordance with Sub Clause 2.1,
8.4,8.5,13.7,19.1 of CoC?

4. Is the Contractor entitled for the payment of the additional cost incurred as a result of
the delay and disruption as well as the additional health measures to be implemented
as per Government of Nepal Protocol?

)

We therefore seek an Engineer determination pursuant to Sub Clause 3.5 of CoC within a
reasonable time on the above relief sought.
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