inside

construction

Powered by BCLIVE.co.uk

APRIL 2012 Established 2011 Issue No. 7

Concrete Signs
of Optimism?
The statistics for contract awards during
the month of March finally delivered
some much-needed good news for the
beleaguered construction industry.

After six months in which the
number of contract awards has
largely bumped along the £1
billion activity baseline, March saw

a sharp and largely unpredicted
spike that took contract values to a
level unprecedented in the two year
history of the BCLive league table.

Thanks in no small part to Sir Robert
McAlpine’s winning of the £320
million contract to build the new
Bloomberg headquarters in London
and a further £88 million contract
for Admiral Insurance in Cardiff, the
BCLive league table recorded 526
projects with a combined value of
£2.677 billion.
“The fact that the BCLive league
table has hit an all-time high is
certainly cause for celebration,
particularly for the likes of Sir Robert
McAlpine, Skanska and Miller
Construction whose contract wins
have propelled the table to an
unprecedented high,” says The
Builders’ Conference CEO Neil
Edwards. “But any optimism must
be tempered. We don’t yet know if
this is a monthly blip or a sign of a
sustainable upturn. Furthermore,
when taken in an industry-wide
context, we are still looking at
an industry that is working harder
for less.”
Neil Edwards’ monthly BCLive
commentary takes a closer look at
this month’s figures and the wider
implication. See Page 3.
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And so
we welcome
The
Anti-climax

For what seems
like an eternity,
1 April was
scheduled to be
the date on which the Health and Safety
Executive was to launch its hotlydisputed “cost recovery” scheme that
would see companies falling foul of
health and safety regs paying the HSE
£133/hour for their trouble.
And then, just as the industry reached
for its collective piggybank in readiness
for a locust-like plague of inspections,
adjudications and official letters charged
at £750 a pop, the HSE pushed the
introduction back to October.
Few in the UK construction industry will
shed a tear at the delays surrounding
what amounts to a stealth tax. But the
postponement threw up a couple of
intriguing points.
First, the reason given for the delay
was that the HSE’s systems were not
yet in place and that further training of

inspectors would be required. One
would have thought that, in this day
and age, few people would require six
months’ training to drive a calculator or
to hit the email send button that will
land the poor, unsuspecting
construction company with a bill
charged at a rate that would make
Yaya Toure blush. And yet, thankfully,
that is the case at the HSE.
The second point to emerge from the
postponement was the subtle renaming
of the cost recovery scheme to the Fee
for Intervention scheme. Presumably, a
PR type decided – at considerable cost

to the UK taxpayer (but don’t worry, the
HSE will recoup the cost in needless
letters) – that industry might be offended
at the term cost recovery but would
gladly gift-wrap their hard-earned cash if
it was called something warm and fluffy
like a Fee for Intervention.
Of course, the argument remains that the
scheme will only cost those that
transgress the law. And, to a degree,
that’s true. But I also seem to recall a
similar argument being applied when
speed cameras were introduced not as
a cash generator but to make roads
safer. Which makes the fact that they
have apparently procreated at a rabbitlike pace seem all the more surprising.
We’re expected to believe that HSE
inspectors will gladly leave a compliant
site hassle and cost-free. That’s about as
likely as a London cabbie letting you
have the first mile for free because he
likes the cut of your jib.
Mark my words. Come October, the
meter’s running.
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Reading
Between the Lines
The latest BCLive monthly league
table shows an incredible leap in the
industry’s fortunes. But is this a
sustainable trend or merely a blip, and
what is the underlying message?

So do you want the good news, or
the bad? The good? OK.
The BCLive league table has hit an
all-time high of £2.677 billion, the
highest figure since the £3 billion
recorded by The Builders’ Conference
in March 2010. Let joy be unbounded
and the celebrations commence.
Oh, you want the bad news too.
Well, without wishing to sound like a
party-pooper, the unquestionably
good news must be tempered and the
wider context analysed before we all
have a sigh of relief and go back to
our pre-recession ways.
For one thing, the figures are greatly
skewed by an exceptional monthly
performance by Sir Robert McAlpine
which flew to the top of the BCLive
league table with a £620 million haul
comprising three projects including the
£320 million “Darth Vader’s Hat”
Bloomberg HQ. While Skanska,

Miller Construction and Laing
O’Rourke put in creditable
performances to take the second third
and fourth slots respectively, the three
of them lagged more than £400
million behind the table-toppers.
Perhaps more indicative of the current
state of the industry is ISG. The
company bagged more projects (10)
than last month and yet saw its
standing slide from second in
February to fifth place in March.
And that, in a nutshell, is the true current
state of the UK construction market; we
are all working harder for less.
Comparing the figures for the first
quarter or 2012 with the
corresponding period in mid-recession
2011, the number of projects
awarded is actually up 8.6 percent.
But the combined value of those
projects is down by an alarming 20

percent. The decline in workload
levels may have bottomed out, but
contract values, it appears, remain
locked in a downward spiral.
Unfortunately, the bad news doesn’t end
there. According to our market
intelligence, it takes an average of 26
weeks for a contract to go from tender
to the point when someone actually turns
a sod on site. That’s six months in old
money, which means that a good many
of the projects won now will not begin
this side of the autumn. Factor in the
likely London construction moratorium
during the London 2012 Olympic
Games plus the fact that clients are often
inclined to delay October, November
and December projects until the New
Year, and any likely upturn spawned by
this month’s project awards could be
almost a year away.
Yes, March was a good month and a
welcome change to the doom and
gloom of the past three years. But
before we all heave a sigh of relief,
we might want to hold our breath for
just a wee bit longer.
To view a video of Neil Edwards
reviewing the March 2012 BCLive
league table and its wider
implications, please visit:
http://tinyurl.com/cp62wqj

If it’s not Greece,
It’s Oil
Financiers are only happy when
they have something to worry about.
So they should be in their
element now, according to HSBC’s
Mark Berrisford-Smith

Economists and analysts love to
have something to worry about.
Even before the ‘I’s had been dotted
and the ‘T’s crossed on Greece’s
debt swap and its second
international rescue package,
markets had started to fret about
something else: that old chestnut,
oil prices. Last year it was the debt
crisis in the Eurozone that put the
mockers on a sustained recovery.
Will rising oil prices do the same in
2012?

Getting a grip
There has been a palpable
improvement in the economic and
financial climate since the bleak
days of November when the
Eurozone’s sovereign debt crisis
threatened to cause systemic
mayhem in the banking system and
tip many western economies into a
double-dip recession. Since then,
policymakers have managed to get
a grip on the crisis. The politicians
finally delivered a more credible
fiscal framework, while the
European Central Bank succeeded
in easing the funding difficulties for
Europe’s banks through its two
massive Long Term Refinancing
Operations (LTROs), totalling just
over a trillion euros. Finally, on
14th March the EU’s finance
ministers signed off Greece’s
second rescue package worth a
notional ¤130 billion, after private
sector investors had been
persuaded to accept a debt swap

which at a stroke cut the country’s
borrowings by over ¤100 billion.
The crisis isn’t over, but valuable
time has been bought in which to
work out how to restore debt
sustainability to the countries of the
periphery, and whether it might be
practical for Greece (and maybe
others) to leave the single currency
without jeopardizing economic
recovery and putting the financial
system at risk again.
Signs of stabilisation
Spared from the unending diet of
grim economic news, confidence and
risk appetite have started to return.
The quality of hard economic data
has also improved in some areas of
the world, especially in the United
States. The closely-watched gauge
of employment has shown monthly
increases in non-farm payrolls of
over 200,000 since December, as

against increases of under100,000
during the spring and summer of
last year.
The housing market has also
stabilised after more than five years
of decline, with the number of
unsold properties now representing
less than six months’ of supply and
new housing starts close to a
three-year high. Meanwhile, in
Europe several major economies,
including Germany and the UK,
now seem likely to escape the
feared double-dip.
That said, things are still looking
grim along the Eurozone’s southern
periphery where the tightening of
the fiscal thumb screws is likely to
delay recovery until next year.
In the emerging world, last year’s
policy tightening has succeeded in
dampening the inflation that had
been stoked up by the prolonged
and extraordinary looseness of
monetary policy in the west, and by
the stimuli injected by governments
to ward off infection from the 2008
global financial crisis. Indeed,
worries are now rife that China
is in the throes of a hard landing.
In China’s case an economic
crash-landing doesn’t mean
recession, merely that growth slows
to under 6% a year. Anything
slower than that and the economy
won’t create enough jobs to keep
pace with the ongoing migration
from rural to urban areas, which
many believe would trigger rising
social discontent.
Recognising the need for
China’s growth to re-focus from
exports to domestic consumption,
the government has already
lowered its annual growth target
from 8% to 7.5%. These targets
are usually over-shot by a
considerable margin.

In the
emerging world,
last year’s policy
tightening has
succeeded in
dampening the
inflation
that had been
stoked up

But with the weakening of export
demand, especially from
Europe producing a rare trade
deficit in the first two months of
2012, and with the annual growth
of industrial production easing to a
laggardly 11% in February, it’s
been enough to get the financial
markets fretting.
It’s been much the same story for
other large emerging economies.
India’s annual growth rate slowed
to 6.3% in the final quarter of last
year, its slowest since the first half
of 2009, while Brazil’s was just
1.4%, having been running at more
than 5% at the end of 2010.

Barring the unlikely event
of Iran deciding to accede to the
west’s demands in regard
to its nuclear programme, the most
likely scenario is that the
tensions will just continue
to simmer

Closing the Gulf
But it’s oil that now poses a
renewed source of uncertainty for
the health of the global economy.
Since the start of the year, the spot
price of Brent crude has climbed
steadily from $104 a barrel to
around $125 a barrel. This price is
still some way short of the peak of
$154 a barrel reached in the
summer of 2008. But changes in
the dollar exchange rate since then
mean that, in local currency terms,
oil is now more expensive than it’s
ever been for consumers in the
Eurozone and the UK. Meanwhile,
in America where gasoline is taxed
at a much lower rate, higher prices
at gas stations has already put a
dent in the survey-based measures
of consumer sentiment.
Some firming of oil prices was
inevitable given the thaw in global
economic conditions that has been
evident since December. But the
demand for oil and its associated
products is hardly booming. In its
latest assessment of the state of the
oil market the International Energy
Agency (IEA) forecasts an increase
in global demand this year of just

0.9%, up to 89.9 million barrels
per day (mbd) from 89.1 mbd last
year. Indeed, the developed
economies are expected to reduce
their use of oil by 0.8% this year,
with the small expansion of demand
being entirely accounted for by an
anticipated increase of 1.2% in
consumption by emerging
economies. As ever, there are
supply constraints that aren’t helping
the situation, including the ongoing
tension between Sudan and South
Sudan, technical difficulties in the
North Sea, and capacity issues and
closures in the refinery sector.
On the other side of the balance,
Libya’s production is expanding
again after the overthrow of the
Qadaffi regime, and there is still
close to 3mbd of spare OPEC
capacity. With supplies also
available in strategic reserves the
impending US and EU sanctions on
Iran aren’t expected to have a
major impact on supply in the
short term.

surrounding Iran’s nuclear
programme, the possibility of
military action by Israel and/or the
United States, and Iran’s threat to
close the Straits of Hormuz, which
handles around a sixth of the
world’s oil shipments.
Thus far, the impact on supplies has
been minimal, but there is little
doubting that any military actions
would produce an immediate price
spike. But it is also highly probable
that any impediment to oil shipments
leaving the Persian Gulf would be
speedily dealt with by the west’s
overwhelming military strength. It
should be remembered that during
the Iran-Iraq war in the 1980s
western navies safely shepherded
oil tankers through the Persian Gulf
for four years. Any price spike
would therefore most likely be
short-lived.
Barring the unlikely event of Iran
deciding to accede to the west’s
demands in regard to its nuclear
programme, the most likely scenario
is that the tensions will just continue
to simmer, which means that an
element of geopolitical risk will

crude

Given all of the above, it therefore
seems likely that much of the recent
increase in oil prices can be
ascribed to uncertainties

remain in crude oil prices. In other
words, given the subdued demand
outlook, with the Eurozone economy
flat at best and China clearly
slowing, there seems little scope for
oil prices to rise much further without
military action in the Gulf or some
other unforeseen major disruption
to supplies.

sentiment coupled with abating
inflation would begin to tempt
consumers out of their shells as 2012
wore on. But with oil prices taking
another step up, consumer price
inflation will come down more slowly
than was expected, so delaying the
point where inflation is no longer
running ahead of earnings.

A minor inconvenience

That said, the damage done by
higher oil prices has been small,
and far outweighed by the
beneficial effects of taming the
Eurozone’s debt crisis. As a rule of
thumb a sustained rise of 10% in the
price of oil knocks about 0.2
percentage points off global GDP
growth in the first year. But of
course, the effect varies greatly from
one country to another, with the hit
taken by consuming countries more
than offsetting the gains to
producers where a larger proportion
of income gains are saved.
Unfortunately, the worst-placed

But even if they stick where they
are, oil prices have still done some
damage to the process of economic
recovery in the west. With labour
markets generally over-supplied and
firms hoarding workers in hopes of
better times to come, earnings
growth has been constrained. Last
year’s surge in commodity prices
therefore made many households
worse off, with paltry wage rises
being more than offset by higher
prices for energy and food.
The hope was that a revival of

consuming countries are probably
those along the Eurozone’s southern
fringe, which are already in a
parlous economic state and which
are large net importers of oil.
So, provided that the lid can be
kept on the tensions in the Persian
Gulf, higher oil prices aren’t likely
to derail the recovery in the way
that Greece did last year. For all
the complaints by motorists as they
fill-up with fuel, for the wider
economy it falls into the category of
a minor inconvenience.
Of much greater importance will be
whether the Eurozone’s debt crisis
remains under control, and
especially whether Spain and Italy
can demonstrate further progress on
improving their debt sustainability.

Calling in
Your Debts
In the midst of an ongoing recession,
cashflow is vital in the survival of any
company. Solicitor Freya Zaiwalla
offers some timely advice on how to
ensure you get the money you’re owed.

Your contract
must be in writing.
Make sure it’s
signed by the other
party. We often
see clients coming
in to see us with
draft contracts
which were never
signed

In this tough economic climate,
many individuals or companies are
finding their bad debtors list
growing. It can become a tricky
balancing act to avoid spending
more time and cost on recovery
than the debt itself is worth. This is
especially difficult for small
companies who don’t have huge
resources for chasing debts.
Unless dealing with a longestablished client or business
partner, before entering into a deal
it is always good to do your due
diligence in order to check out their
financial ability to pay. If it is a
company you are contracting with,
ask for their last-filed accounts or
check on the Companies House
website that no winding up petitions
have been filed against the
Company. For a few pounds you
can also print off the Company’s
Accounts.

If it is an individual, subject to your
discretion, you can ask for copies of
their redacted bank statements for
the last few months, or alternatively
do a credit-check on the person, a
service provided by a host of
websites found on Google.
Needless to say, your contract must
be in writing. Make sure it’s signed
by the other party. We often see
clients coming in to see us with draft
contracts which were never signed.
Although in English law an
unsigned contract or a verbal
agreement can be recognised, it is a
lot more difficult to establish than a
clearly drafted written agreement. A
properly drafted and signed contract
is always best, but even an email
agreement or a handwritten note is
better than nothing. Make the
payment date(s) clear in the contract.
Put in a clause that says you will
charge interest on the amounts due if
payment is received late.

Assuming you have sent reminders to
the debtor and they have not
responded, you need to consider how
far you are willing to go to pursue the
debt in terms of your time and costs.
Most importantly, is the debtor
worth pursuing i.e. even if you
spend time and money pursuing

them, are they capable of paying?

Solicitor’s letter

You might also need to consider
your relationship with the debtor,
and your options should you wish to
maintain that relationship. You may
also not wish to get into a spat for
risk of potential damage to your
reputation in the market.

A letter from a solicitor is a good
way to put pressure on your debtor.
It shows that you are serious about
pursuing your dues and it often
takes just one letter to get the debtor
to pay up. Arrange a fixed fee with
your solicitor to pursue the matter
stage by stage. At this stage it is
worth thinking about how far you
would be willing to go in terms of
legal recourse to recover the
monies. Although making threats to
issue court claims against a debtor
may do the trick in some
circumstances, some may call your
bluff. If you do not deliver on your
promises, you may be viewed as
making empty threats, which would
weaken your position.

Although making threats
to issue court claims against a
debtor may do the trick in some
circumstances, some may
call your bluff

If the debtor engages in
correspondence with your solicitor,

then it may be wise to consider
writing a ‘without prejudice’ letter to
the other side with an offer of an
amount you will accept in place of
the debt, or an offer to meet to try
and resolve the issues. Genuine
‘without prejudice’ correspondence
cannot later be shown to the Court.
The hope is that parties will settle if
they are free to make admission
and offers in the knowledge that, if
they can’t settle, those offers will not
be used against them in Court.
Make sure you refer in open
correspondence to the fact that
without prejudice dialogue is
happening; so if the matter goes to
Court the Judge knows that an
apparent lapse in communication is
in fact down to the existence of a
without prejudice dialogue.
Statutory Demand
An alternative to issuing a claim in
the Court is to issue a statutory
demand on the debtor. This is a
legal notice used in cases of
undisputed debts, which require the
debtor to pay up within 21 days. If
they do not, you can apply for a
bankruptcy/winding up order
against them. It is relatively easy to
complete a statutory demand and
send it to the debtor. However, it is
imperative that you do not send a
statutory demand when you are
aware that the debtor has disputed
the amount or liability. If you do so
the debtor can apply to the Court to

have the Statutory Demand set aside
and you may be liable for the costs.
A statutory demand often does the
trick and gets the debtor to cough up.
If it does not, you should consider
whether you do actually intend to
wind up or bankrupt the debtor,
as you will need to foot the costs
of the necessary applications to
the Court and you may only end
at the back of a cue of creditors.
The fact that you have served a
statutory demand does not oblige
you to commence insolvency
proceedings against the debtor.
Issue in Court
It is a matter of time and costs. Talk
to your solicitors and ask for their fee
estimate for handling the case. If it
is a straightforward claim you may
get judgment easily, which you can
then enforce in various ways.
Similarly, once you issue your Court
claim the debtor may make you an
offer to settle.
Debt Recovery Agencies
The internet boasts a ton of debt
recovery agencies working on a ‘no
recovery, no fee’ basis. Whilst not
the method of choice for all,
perhaps a barrage of calls, texts
and other forms of harassment might
prove effective for some. However,
these agencies will be limited by

If it is a
straightforward
claim you may
get judgment
easily, which you
can then enforce
in various
ways
law to much the same options as
above and you may have to give
over a hefty chunk of the recovered
amount as fees. The advantage is
that it frees up your time and, if they
are polite, takes the heat off you
directly, which potentially allows
you to maintain relationships with
the debtor. Make sure the agency
is registered with the Credit Services
Association.
Freya Zaiwalla is a solicitor at
Zaiwalla & Co, and has been
involved in a variety of cases
ranging from banking litigations,
family and employment matters to
Serious Fraud Office investigations.
Zaiwalla & Co. is a niche London
law firm specialising in international
commercial arbitration and
litigation. www.zaiwalla.co.uk

It is imperative that you
do not send a statutory demand
when you are aware that the
debtor has disputed the amount
or liability

National Scandal
of Unclaimed
Tax
Refunds
Construction
workers missing
out on £180
million in
unclaimed tax
refunds,
according to
new report.

£180 million of annual tax refunds
could be going unclaimed by workers
in the UK construction industry,
according to figures.
The research, conducted by RIFT, a tax
refund specialist, found that up to
518,650 permanent construction
employees could be eligible for tax
refunds on travel between temporary
workplaces.
RIFT is concerned that at a time when
tax-avoidance by the wealthy is in the
news more than ever before, some
workers on comparatively low incomes
are losing out on millions of pounds
they desperately need.
Unlike self-employed
workers who deduct
travel expenses as
part of their annual
self-assessment tax
returns, many PAYE
construction operatives like

labourers, ground workers and brick
layers are failing to claim these
expenses back.
In the regions, RIFT calculates that
almost £12.5 million of tax refunds go
unclaimed in London alone, with a
further£4.7 million going unclaimed in
both Birmingham and Glasgow.
HMRC were further criticised after it
emerged that they make £5 million from
the 0845 numbers of the public must
call to contact them.
Worse, over
£500,000 is
generated from
calls that go
unanswered by
HMRC agents.
“It’s a national
scandal that

thousands of hard working people are
missing out on tax refunds that are
rightfully theirs while some of the richest
people have been handed a tax cut in
the recent Budget announcement,” says
RIFT managing director Jan Post. “We
estimate that there could be as much as
£180 million pounds floating around
HMRC that could be putting food on
peoples’ tables who aren’t earning sky
high salaries. Hard working people are
seeing their wage packets stretched
more than ever before, and deserve to
be able to claw back this money from
HMRC. To add insult to injury HMRC
then draw in millions more from people
phoning them about the refunds.”
Derek Flowers, a construction worker
from Deal in Kent, said: “We hear
every day how we are all supposed to
be ‘in it together’. Money is tight
at the moment, and we should
be able to get back any tax that
we are entitled too. It’s galling to
read about the rich paying a smaller
proportion of their income in tax than I
do when they’re earning millions.”

HSE Scheme: Slips Back
Cost recovery scheme implementation
delayed, possibly till October 2012.
The Health and Safety Executive
(HSE) has announced that its cost
recovery scheme, Fee for
Intervention, is going ahead but will
now not start in April 2012.
The scheme sets out to recover costs
from those who break health and
safety laws for the time and effort
HSE spends on helping to put
matters right - investigating and
taking enforcement action.
“The Government has agreed that it
is right that those who break the law
should pay their fair share of the
costs to put things right - and not the

public purse. The Government
intends to proceed with the FFI
scheme as recommended to ministers
by HSE’s Board in December in
response to the formal consultation
that took place last Summer,” says
HSE’s programme director Gordon
MacDonald. “Discussions are still
taking place on the technical details
of the scheme, which we expect to
conclude soon. Therefore, FFI will
not be introduced in April but at the
next available opportunity, which is
likely to be October 2012.”

businesses to improve their
understanding of the scheme and
how it will affect them.
Detailed guidance for employers
and organisations will be available
on HSE’s website ahead of
implementation.
A practice run of the new processes
and procedures underpinning the
scheme is already underway in HSE
and will continue until the scheme is
implemented.

HSE is taking advantage of the
extra time to work further with

Asbestos: Regs Revised
The Control of Asbestos Regulations
2012 have been laid in Parliament
and, subject to Parliamentary
approval, will come into force as
planned on 6 April 2012.
Guidance will be published on the
HSE’s website when the regulations
come into force. The requirements in
relation to licensed work are
unchanged as are the core
requirements for all work on asbestos
materials regarding identification, risk
assessment, plans of work, provision
of control measures and training etc.

The requirement for workers carrying
out notifiable non-licensed work to
have medical examinations does not

come fully into force until April 2015
to provide employers time to put
suitable arrangements in place.
The medical surveillance arrangements
for licensed work remain unchanged
and licensed workers will not require
an additional medical to carry out
notifiable non-licensed work.

The revised regulations can now
be viewed at:
http://tinyurl.com/cu5w3pv

If you wish to advertise in this magazine please contact
Jamie Wilkinson at Eljays44Ltd on 01903 234077
or jamie.wilkinson@eljays44.com

The information on BCLive league table comes directly
from The Builders’ Conference trade association and
can also be found on the front page of their website
www.buildersconference.co.uk
BCLive league table is merely a top level display of
which companies have won which contracts and their
relative values during March 2012 however if you go
to the website www.bclive.co.uk and click on an
individual business you can quickly view what
contracts combine to make the total, which market
sectors the contracts were won in and their
geographical location.
The Builders’ Conference trade association makes
every effort to ensure BCLive league table for main
contractors is a fair representation of the industry
however if your company has secured a project or
projects and you believe they have not made the table
then please telephone 020 8770 0111 or go to
www.buildersconference.co.uk press on the table
and in the top left hand of the screen you will find a
button where you will be directed to complete a very
simple form which is automatically forwarded to this
office upon submission.
Our address book has your name as a contact and
therefore we would be grateful if you could forward
this e-mail within your company to persons, who may
also find this information of interest and value.
Please do not hesitate in contacting this office should
you have any queries or require greater in-depth
analysis of the construction industry, alternatively if
you do not wish to receive this digital information
please send an email to newsdesk@bclive.co.uk
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