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DAILY PENALTIES
After having done what he could with the 
means at his disposal, Anders had to face the 
fact that his project would be delayed by three 
weeks. He informed the customer of this in a 
letter. Anders justified the extended deadline 
that he asked for in the letter by mentioning a 
number of changes the customer had re-
quested during the project.

The reply from the customer was that he 
had taken note of the three weeks’ delay, but 
could not accept it and reserved the right to 
demand the payment of daily penalties as he 
did not believe the changes in question could 
have led to such a delay.

As Anders and his opposite number at the 
customer’s company worked well together, 
they quickly agreed that the dispute should be 
settled at a final meeting after the project had 
been handed over.

The project was handed over – three weeks 
late – and the date for the meeting arrived. It 
was a matter of honour for Anders to avoid 
paying daily penalties so he had done his home-
work thoroughly. The total amounts outstanding 
between the two parties are summarized in the 
table below:

received a written demand from the customer 12 months after the agreed takeover 
date, the customer’s right to receive penalty payment shall lapse.”

The stipulation that there is an upper limit – typically 5 % or 10 % of the 
total order sum – to how much a daily penalty can be is general practice.

No project manager wishes to pay daily penalties on his project. Not quite so
obvious is the fact that (almost) no customer wishes to demand daily penalties 
from the supplier, but would rather have the project tasks handed over on time.

That matters regarding extending deadlines and daily penalties require
ingenuity on the part of the project manager is evident from the case history 
below, which also concludes this section.

Figure 4.70 Overview – amounts outstanding when the project is handed over
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NO. EXPLANATION CONTRACTOR  
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. DKK 15,000

3 Minor service: The contract specifies ten units, but the parties 
agreed that only nine units were necessary.

DKK 20,000

4 Daily penalties: The customer feels entitled to receive daily 
penalties, 15 working days at 1 per thousand of the contract price 
of DKK 5,000,000.

DKK 75,000

5 Contract interpretation: The contractor feels entitled to payment 
for the service that the customer believes is included in the 
contract.

DKK 50,000

6 Extra order: The customer is considering placing an extra order 
and initially wants a price for this.

DKK 200,000

Total DKK 95,000 DKK 275,000
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