Now What!?!

Tariffs, Wars, Supply chain and Hurricanes... Who owns

the costs of unforeseeable events.
September 2026

Jake Ortego
Principal, Audit & Contract Services
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Unforeseeable Events

Identifiable, but with unknown impact
Change in Public Policy

Material Shortage

Labor Shortages

Major shifts in the (your) industry

Macro Economic Shocks

Known Risk - Unpredictable Frequency
Hurricanes

Earthquakes

Wildfires

Tornados

lce Storms

Nearly Unpredictable (Black Swan Events)
Global Pandemic

War

Financial Crises

Bubbles

Conceptual

Overloading the Design Market
Rushing Every Project

Industry Biases

Unforeseen Conditions
(Or Differing Site Conditions)



Time Line of Natural Disasters

Global Deaths Caused by

Natural

Despite an estimated 2,297 natural disasters between
- 55]k 2016 and 2021, the death foll remained relatively low.

- A :ggl:eﬂlgllg:rlzﬁl;‘gaiﬂgvm Vears with major earthquakes or severe storms typically
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In 2003, temperatures in € }——o ‘ heatwave also caused devastating
Europe rose 20-30% above ]38'4k | \ wildfire and droughts. Blsk
seasonal averages. - “V“'"!“’:am;flgg | \ Another intense heatwave hit ,
20002024 c:::;?rrégm:tvm e | | Europe in 2022. Record-breaking A
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destruction. | \ in the summers of 2023 and 2024.

The world averages 40,000-50,000

deaths due fo natural disasters per \
year. This timeline examines the y / ginms \
deadly impact of natural disasters - 4 - A
and highlights the deadliest events P paa—
of the last 24 years.
Storms
Other
= Floods
e Extreme Temperatures In 201, West Africa had r's
® [nidemics In October 2005, largest Ebola outbreak.
@ Farthquakes & Tsumanis Pakistan experienceda In2023, Tiirkiye and Syria were
= Droughts 1.6-magnitude earthquake devastated by two earthquakes less
that devastated the than 12 hours apart, with magnitudes
227 3k Kashmir region. of 7.8 and 7.5, respectively.
o a75K e
Sumatra ,ﬂe 9004 Indian Dcean In 2008, the Sichuan cafastrophic 7.0 magnitude earthquake. While we can’t control the severity of natural disasters, we can improve
Tsunami was one of he deaiest province had the The high death foll makes this one of the our response. Toincrease resilience, governments and communities
nalural disasters in istary. ““;I“g;;'a":mg';;';; deadiest earthquakes in iuman history should prioritize disaster preparedness and response strafegies.
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Known and Unpredictable Regional Risks with

A LEGEND

U.S. Hurricane Strikes
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Tornado Rating: Enhanced Fujita Scale
EFO0 EF1 EF2 EF3 EF4 EF5

65-85 mph 86-110 mph 111-135 mph

136-165 mph

166-200 mph Over 200 mph

 Tornados.

https://earthsky.org/upl/2019/05/Screen-Shot-2019-05-

29-at-3.00.14-PM-e1559156594788.png

Earthquake Hazard Map of the United States

https://www.mappingspecialists.com/wp-
content/uploads/Earthquake-Map-front.png
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We track a lot of
data!

May be predictable in
the future



Non-Catastrophic Trends with Major Impact

EXAMPLE: U.S. Manufacturing Megaprojects s

Total Investment

Major investments ($1B+) across semiconductor, s
automotive, battery, and other industries - Updated April

AT
.LHEI-‘

2026

$190.5B

https://map.engineered-vision.com/

= (e

Jobs Created Total Projects

182,868+ 59

Impacts:

Craft labor

Materials

Design Professionals
Utilities

Permitting

Finite Surge?
Unknown timeline for impacts



You may have seen this in a contract:

BAIA f
S Document A201

General Conditions of the Contract for Construction

o
—

§ 8.3 Delays and Extensions of Time

§ 8.3.1 If the Contractor is delayed at any time in the commencement or progress of the Work by

(1) an act or neglect of the Owner or Architect, of an employee of either, or of a Separate Contractor;

(2) by changes ordered in the Work;

(3) by labor disputes, fire, unusual delay in deliveries, unavoidable casualties, adverse weather conditions documented in
accordance with Section 15.1.6.2, or other causes beyond the Contractor’s control;

(4) by delay authorized by the Owner pending mediation and binding dispute resolution; or

(5) by other causes that the Contractor asserts, and the Architect determines, justify delay, then the Contract Time shall be
extended for such reasonable time as the Architect may determine.

§ 8.3.2 Claims relating to time shall be made in accordance with applicable provisions of Article 15.

§ 8.3.3 This Section 8.3 does not preclude recovery of damages for delay by either party under other provisions of the Contract
Documents.

Often thought of a the “Force Majeure Clause



Being a little nitpicky....

Definition

Description

Core Impact

Contract Need

Main Remedy

Superior or irresistible force

Excuses a party from liability when
an extraordinary, unavoidable
event—like a war, natural disaster,
or pandemic—makes performing
the contract objectively
impossible.

Performance is Impossible

Usually requires an express clause
in the agreement

Excuses liability, suspends, or
cancel the contract

Things standing thus

Performance is still physically or legally
possible, but it has become financially ruinous
or extremely exorbitant for one party through
no fault of their own

Performance is Extremely Hard or Expensive

Operates as a legal or case-law doctrine when
the contract is silent

Adjusts, revises, or rescinds the contract to
restore balance



But what about allowances or contingencies?

Allowance

* Space in building not fully programed
* Winter conditions — plowing

e Summer conditions — dust control

* Laborincentives

* Undefined IT/Security

* Future artwork

 Hidden abatement

* Hazardous material is known but quantity and exact
location is not

Owner Contingency

* Changes to the scope by the owner or their
designer

A/E design deficiencies (if not DB)

Misses in owner paid studies
* Geotech, surveying

Delay recovery not caused by the contractor
Unforeseeable site conditions

More like an allowance if put inside of the contract

Construction Contingency

* Missed estimates

Schedule recovery for internal caused delays
Missed scope in subcontractor coordination
Unanticipated costs needed to execute the base
scope of work

Misses in contractor paid studies
* Geotech, surveying, environmental

Desigh Contingency

* |fin a DB contract - Additional costs resulting in
the development, refinement, and corrections of
the design

* Otherwise, this is an Owner responsibility and
may be paid for from Owner contingency




Evaluating the impact costs

Unforeseeable events should not be blank checks

What can you do?

AUDIT! (of course)

Read the contract

Understand the nature of the costs

Jnderstand the schedule in relation to the event




Beware of the train crossing affect!

Tariffs and Escalation used to recover
from internal overruns and delays 2, :
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present prior to the event o)
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Clear Delineation of Root Cause

Ambiguous Change
Request titled
“Escalation”

Tarriff

Escalation

Changes in

No%gge\?ner
Delay

pheA q 01 A9

a)geuonsan)

There is a tendency to
combine cost increases
either because it is
difficult to know or to
hide an existing
problem

Ambiguity creates the
potential for delay and
dispute on approving
the valid parts of the
change requests



BIDDING

Planned
Sequence

SUBMITTAL

Maximum Escalation

Visualizing the analysis DYNAMIC COSTS OVER TIME

Major Equipment — Later Cost spike and
schedule delay

FABRICATION/DELIVERY

INSTALLATION/CONSTRUCTION

Requested

nflation

g 24 month!

-
-
-
-————_——

Price at time of

Time

Price at Planned Purchase
Budgetary time off
Price Bid



DYNAMIC COSTS OVER TIME
Major Equipment — Later Cost spike and

Sequence schedule delay

SUBMITTA

SUBMITTAL

FABRICATIO ga=1{ {67 R {02\ Vi) S MLV S 24 4

(\
Maximum Escalation INSTALLATIONY/( INSTALLATION/CONS
/’ '

'

Requested

Price at time of
= Price at Planned Purchase
Budgetary time off
Price Bid

Time



BIDDING

Sequence

MAT PO

MAT PO

SUBMITTA

Maximum E

DYNAMIC COSTS OVER TIME
Major Equipment — Later Cost spike and
schedule delay

SUBMITTAL

FABRICATIO ga=1{ {67 R {02\ Vi) S MLV S 24 4

= . k
scalation INSTALLATION/( INSTALLATION/CONS
-~~~~~~ "—— |/

Requested

Price at time of

Price at Planned Purchase
Budgetary time off
Price Bid

Time



BIDDING

Planned
Sequence

MAT PO

ADD TARRIF FOR AN EXAMPLE OF COMPLEXITY

SUBMITTA 1= IR PAE

Maximum Escalati

Major Equipment — Later Cost spike and schedule

delay

items processed at Port of Entry

FABRICATIO gaA=1{ (67N RIS\ VD] S MLV S 24 4

PN

(\
NSTALLATION/( INSTALLATION/CONS
/

Price at time of
Planned Purchase

Budgetary
Price

Time

Price at
time off
Bid




Examples for Discussion

February’s rainfall total in
downtown L.A. is about an inch
shy of the 1998 record

Inches

15437

10

2000 2005 2010 2015 2020

2024 rainfall total is between Feb. 1-25.
National Weather Service

12.6

LOS ANGELES TIMES]

Analysis Results:

Project in Los Angeles

2023
ocT UAN FEB MAF [APR MAY JUN JUL
Week Starting (Monday) 2 52858 48§ S 2 :° S8 5SS S8 55 515355 365 6 6|35 6 ofl8 @ SRR
Name FLOAT Start Finish Duration
Float Actual or Early _ Actual or Early

FROM OCO 6 PCO 87 MILESTONE SCHEDULE

BUILDING 1: BP4 (PRODUCTION SUPPORT) (4-STORY) 244 8/3/2022 #  7/24/2023 355

FOUNDATION (BP4 PRODUCTION SUPPORT 4-STORY) 34 8/3/2022 £ 9/9/2022 37 | | |

STRUCTURE (BP4 PRODUCTION SUPPORT 4-STORY) 233 9/6/2022 #  6/28/2023 295

ROOF (BP4 PRODUCTION SUPPORT 4-STORY) 85 12/5/2022 3/17/2023 102 |

EXTERIOR (BP4 PRODUCTION SUPPORT 4-STORY) 189 11/29/2022 7/17/2023 230

INTERIOR (BP4 PRODUCTION SUPPORT 4-STORY) 120 11/18/2022 4/14/2023 147

INTERIOR (BP4 PRODUCTION SUPPORT 4-STORY) 120 11/18/2022 4/14/2023 147

ELEVATOR (BP4 PRODUCTION SUPPORT 4-STORY) 114 2/8/2023 6/24/2023 136

STAIRS (BP4 PRODUCTION SUPPORT 4-STORY) 81 12/28/2022 4/3/2023 9%

STARTUP FINAL INSPECTIONS (BP4 PRODUCTION SUPPORT 4-STORY 58 5/12/2023 7/24/2023 73
FROM SCHED130CT22 - SEQUENCE
SP-10000 Start Construction - 1/5/2022 1/5/2022 -
P092200.29 Procure Materials Metal Studs (Bldg 1 Interior) 8/1/2022 10/7/2022 67
P260000.49 Procure Electrical Switchboards (35-40 weeks) (30 weeks shown) 8 7/28/2022 3/2/2023 217
P260000.59 Procure Electrical Panelboards (30-35 weeks) (30 weeks shown) 12 7/22/2022 2/24/2023 217
P260000.69 Procure Electrical Transformers (__ weeks) (28 weeks shown) 1 8/22/2022 3/13/2023 203
2-95000 Schedule DWP for Power to Building (©) 5/5/2023 5/25/2023 20 S
4-21000 Prep/Pour Concrete on Metal Deck (2nd Floor) 22 10/28/2022 11/8/2022 11 <
4-22120 Pour SOG 50 11/21/2022 11/21/2022 0 [ ] &
4-54000 Layout a2 11/29/2022 11/29/2022 0 o
4-50000 4-50020  Layout Early Drywall 42 12/5/2022 12/10/2022 5 =
4-50030 4-50090  Overhead Mechanical Rough-in  Overhead MEP Insulation a2 12/12/2022 12/29/2022 17 s
4-50200 4-50230  Hard Ceiling Framing Hard Ceiling Electrical Rough-in a2 12/30/2022 1/7/2023 8 <
4-50240 Hard Ceiling MEP Inspections 51 1/9/2023 1/10/2023 1 L E
4-50150 1-Side Drywall Walls (after roofing & weather barrier) 20 1/19/2023 1/20/2023 1
4-50250 Drywall Ceilings 42 1/21/2023 1/24/2023 3 REMEDIATION DAYS E
4-50260 Tape Drywall Ceilings a2 1/25/2023 2/1/2023 7 -
4-50180 Tape Drywall Walls 35 1/30/2023 2/9/2023 10 RAIN DAYS s
4-50300 Prime & Paint 35 2/10/2023 2/15/2023 5 =
4-50310 Electrical Equipment Panels Pull Wire & Terminate 19 3/14/2023 4/5/2023 2 4
4-50640 Finish Paint 35 3/13/2023 3/17/2023 4 ©
4-50680 4-56680  Electrical Trim Electrical Trim 19 4/6/2023 4/8/2023 2
SP-40520 Permanent Power (LADWP Yard) (©) 4/20/2023 4/20/2023 -
4-89000 Schedule DWP for Power to Building (©) 5/12/2023 6/3/2023 2
4-89010 DWP Set Remaining Equipment & Pull Cable () 6/5/2023 6/10/2023 5

2022 - Record Rainfall
GC could not work on foundations and slabs
Rainfall event was unknowable
As soon as site would dry, it rain again

 Contractor was severally behind schedule.
* They should have been working under a closed in structure by the time the 2" rainfall hit
e Claim submitted for $1.9M. Analysis reduced it $475K




Examples for Discussion

Project in Michigan

* Renovation with Demolition of building that water of unknown depth with
multiple containments

* External testing person fell into

* Job shut down for weeks as the situation was sorted

 Delays led into harsh winter conditions which further delayed the project.

 Delays led into COVID

_empluyee_ had blatant disregard for safety protocol set in place(Proper Fall protection)

putting himself at risk great bodily injury and or death.Stairwell treads collapsed resulting in 7 ft. Fall to basement floor

landing in two feet of toxic water and sludge..Employee received numerous cuts and abrasions.Was told to report to
clinic for evaluation and refused.Disciplinary action was taken. Employee was removed from job site along with -

« GC Safety Director stated that no one should have been in this location From incident report
* The actions of the external worker violated the GCs own policies

Seemingly minor event caused the project to be greatly impacted by larger events
How should this be accounted for?



Examples for Discussion

nnnnnnnn Kadt
1 1 -
Project in Northern CA —
* Significant delays cause the projectto (=
experience material failure from rain BEE—— =
event (different than the one in LA)
* Multiple factors extended the project by —
over 350 days it = L
L Project expe rienced maj()r impacts due meoroEEE e — e . -
to COVID and Material Shortages
. Recommended
Analysis Excusable and
. Submitted by GC C abl
« Not all delays were avoidable - b
L. Work Calendar Work | Calendar
* Some delays could have been mitigated Item | Description Drgs | Dae | D | D
. . A Under Mat Slab Delays 43 63 28 38
SUCh aS prOteCtlng the materlal B Mat Slab to Podium delays 86 125 55 78
* Reduction of excusable delays from 350 B9 | Sub Mat Slab to Podium Delays 16 20 16 20
C Vertical Structure Delays 20 32
dayS to 144. ) C3 Cal/OSHA Access Issue -5 -7
* Resulting impacts had to be repriced to D |Site Usility Delays 70 109
when they would have occurred within - ;’Vvldt(féég) > i 5 i
the schedule. Totals 232 350 102 144

Reduciton worth $10M+




QUESTIONS AND DISCUSSION

Now What!?!

Tariffs, Wars, Supply chain and Hurricanes... Who owns
the costs of unforeseeable events.

Jake Ortego
Principal, Audit & Contract Services
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