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Part 4

The knowledge bank

The method above, in which the daily penalty is not actually paid, but used by 
the client as a way of obtaining a discount or other advantage with regard to 
the contractor, is frequently used.

There is no reason to humiliate each other: perhaps the parties may meet 
again – Denmark is a small country!

My advice to you as a project manager is:

• Make sure you have something to negotiate with.
• If possible – wait to settle your claims until you have seen everything
• that the opposite party has included.
• Don’t be too generous and accommodating. It is better to have a reputa-

tion as a “hellhound” in negotiations than as a “wimp”.

Figure 4.71 The final agreement about the amounts outstanding

Anders had quite simply succeeded in “converting” 
the daily penalties partly to DKK 20,000 for the 

contract interpretation and partly to DKK 50,000 
for the extra order.

Customer: We can agree on items 1-4, but where 
item 5 is concerned, we will not pay, and the price 
for item 6 is far too high. If we look at the prices 
in the principal order, the price for this addition 
should be at most DKK 150,000.

Anders: We can agree on items 1-3 and items 
5-6. We cannot accept the daily penalties as the 
delay was due to changes requested by you.

Negotiations between the two parties, who 
both wanted a rapid settlement without resorting 

to lawyers and legal proceedings, went on for a 
couple of hours. The customer was well aware that 
the daily penalties were a thorn in Anders’ side 
and that Anders realized that he would have to pay 
something for the delay, but that it was important 
for him to remove the reference to daily penalties. 
Anders also knew that the customer knew this.

The brief minutes of the meeting were: The 
parties agree to settle all amounts outstanding as 
follows:

NO. EXPLANATION CONTACTOR 
PAYS

CUSTOMER 
PAYS

1 Contract note no. 1: Extra facilities requested by the customer. DKK 10,000

2 Contract note no. 2: Extra facilities requested by the customer. 
Minor service: The contract specifies ten units, but the parties

DKK 15,000

3 agreed that only nine units were necessary. DKK 20,000

5 Contract interpretation: The contractor is entitled to payment for the 
service.

DKK 25,000

6 Extra order. DKK 150,000

Total DKK 20,000 DKK 200,000
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