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1  Introduction 

1.1 Background 
The Project Managers and Project Managers’ Representatives have the responsibility for 
ensuring that the contracts are administered correctly and payments to the contractors are 
correct.  

This procedure covers the verification of Defined Cost under the Crossrail NEC contracts. It 
should be read in conjunction with the Contract Administration Manual (in particular Section 5) 
for a complete view of the administration of the contracts’ provisions for payment but is 
designed to be a stand-alone document. 

Verification means the substantiation of, and assessment of contractual entitlement to, 
reimbursement of the costs within the Contractors’ applications for payment of Defined Cost. 
Costs which do not fall within the definition of Defined Cost are inadmissible and are covered by 
the Fee(s) and Working Area Overhead (if any). Disallowed Cost is defined in Core Clause 11.2 
(25). 

The contracts are to be administered in a spirit of mutual trust and co-operation (see Core 
Clause 10.1). To this end the parties should collaborate through all stages of the assessment 
and verification of Defined Costs. The contracts require the Contractors to keep financial, 
project and other records and accounts. They also provide the Employer, Project Manager and 
others with the right to carry out audits and verify that the payments of Defined Cost are fully 
supported by those records and accounts to ensure that the Contractors fulfil their obligations 
under the contracts. The requirement for access thereto is passed down to Subcontractors as 
appropriate and where relevant. This is one of the requirements for acceptance of 
Subcontractors. 

 

1.2 Policy  
Crossrail’s Contract Administration Policies CAP 5, CAP 6, CAP 7 and CAP 11 refer. 

CAP 5 ‘The Project Manager should use both the Target Price mechanism and Defined Cost to 
incentivise Contractors to best manage and minimise the cost’ 

CAP 6 ‘The Project Manager should determine both the principle and valuation of compensation 
events in a progressive and timely and efficient manner’ 

CAP 7 ‘The Project Manager should apply Disallowed Costs contemporaneously adopting a fair 
and reasonable position after discussion with Contractors’ 

CAP 11 ‘In carrying out their duties under the CRL NEC3 Contract the Project Manager should 
act impartially’ 

The aim is to embed across the Central Section of Crossrail a visible, consistently applied and 
fully integrated cost verification function to ensure that the contracts are correctly administered 
and capable of passing external and internal audit. Understanding of the Contractors’ costs will 
also allow informed decision-making enabling successful delivery of the Programme’s 
objectives. 

 

 

Le
arn

ing
 Le

ga
cy

 D
oc

um
en

t



Verification of Defined Cost 
CRL1-XRL-Z9-GPD-CR001-50003 Rev 3.0  

 

Page 5 of 27 

© Crossrail Limited  
Template: CR-XRL-O4-ZTM-CR001-00001 Rev 8.0 

CRL RESTRICTED 

  

1.3 Abbreviations 
• The following abbreviations are used in this Procedure: 

• ACCD – Area Control and Commercial Director 

• ACA – Area Contract Administrator 

• PBM – Project Business Manager  

• LCA – Lead Contract Administrator 

• CACR - Contract Administration Cost Reviews 

• CACRS - Contract Administration Cost Review Summary 

• CCS – Contractor’s Cost Collection System 

• CRL – Crossrail Ltd 

• CVA – Cost Verification Analyst 

• CVF – Cost Verification Function 

• PMC – Project Manager’s Communication 

• NDDCR – Not Defined/Disallowed Cost Register 

• PBA -  Project Bank Account (Note: For the purposes of this procedure, this includes 
project-specific accounts which are not covered by clause Z6) 

• PM - Project Manager 

• PMR – Project Manager’s Representative  

• SoCC – Schedule of Cost Components (Note that in this document SoCC means 
either the SoCC or the Shorter Schedule of Cost Components (SSoCC) as 
appropriate). 

 

1.4 Scope  
This procedure applies to all Contracts executed by CRL which have a Defined Cost element 
either for calculating the Price of Work Done to Date or valuing Compensation Events.   The 
majority of in-scope contracts are NEC3 ECC Options C and E. 
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1.5 Objectives  
1. Support the Project Managers in their responsibility to make a fair and valid 

assessment of Defined Cost under CRL’s contracts. 

2. Proactively drive improved cost controls and processes in order to prevent 
submission of non-Defined or Disallowed Costs and to create an environment of 
deterrence against non-compliant Defined Cost submissions, fraud and corruption. 

 
3. Measure and communicate to management and stakeholders the outputs of the 

Cost Verification team and Project teams in enhancing cost controls and preventing 
overpayments, thereby contributing to stakeholder confidence in the commercial 
management of the Programme. 

 
4. Obtain and publish intelligence from cost and operational data to aid evidence-

based decision making throughout the Programme. 
 
5. Support the Project Manager and the Employer in establishing a consistent 

interpretation of Defined Cost elements of the NEC contract across the Programme. 

6. Ensure that Contractors are paid only Defined Cost (plus Fee(s) and Working Area 
Overhead where applicable) and do not over-recover their costs on Option C and E 
contracts. 

7. Carry out Contact Administration Cost Reviews (CACR) in accordance with an 
agreed cost verification programme, communicated via PMC and demonstrated on 
monthly dashboards 

 

1.6  Delegations, Roles & Responsibilities  

The Project Manager is accountable for the correct verification and assessment of Defined Cost 
and all other components of the amount due. 

The PM will normally delegate responsibility to the PMR, who is supported by the Contract 
Administration team and the Cost Verification Function. 

The division of responsibility between the two groups will be: 
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A. The contract administration team will: 

• Administer payment to the main contractor and raise the Contract Payment Certificate 
each period  

• Maintain the NDDCR 

• Verify that Contractor’s payments to subcontractors are in accordance with the terms of 
their subcontract, including validation of Compensation Events as necessary; 

• Perform an overview of staff and labour records for time spent on the contract, 
Equipment records for Equipment charged to the contract and Materials charged to the 
contract. In each case they will flag potential issues for in depth review by the CVA. 

• Monitor the contractor’s performance and mange Disallowed Cost as necessary for 
matters of performance (resources / plant / materials not used to Provide the Works, 
failure to give an early warning and failure to follow an accepted procurement procedure) 

• Ensure capture / disallowance of defined costs associated with Insurable events, Non-
conformance, defective works, and resources not used to provide the works 
Communicate CACR terms of reference and reports to the Contractor by PMC. 

 

B. The roles and responsibilities of the Cost Verification team are detailed under 2. Processes, 
below.  In summary, the cost Verification Function will: 

• Verify Defined Costs under the SoCC 

• Verify sub-contract costs which are chargeable on an emerging cost basis 

• Develop the cost verification plan on a risk based approach, taking account of the 
assessment of contractor financial controls and contract performance in complying with 
the contract in matters of cost.  

• Consult and collaborate with the PM, PMR and CA teams in performance of these 
functions  

• Provide expertise in the assessment and control of cost 

• Report to CRL management on the status of payment, assessment of controls and risk, 
and levels of disallowed cost 

• Report to the PM, PMR and LCA on finding of CACRs and make recommendations of 
disallowances or withholding of payments 

• Input assessment of contractor controls and compliance to the Commercial Assurance 
Process and the Performance Assurance Process. 
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2 Processes 

2.1 Overall Cost Verification Function Process 
The process map below sets out the overall Cost Verification (CV) process from programme 
commencement to programme completion. The CV sub-processes, for example the New 
Contract Screening process, are detailed below. 
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2.2 New Contract Screening Process 
2.2.1 New Contract Screening Objectives 

The New Contract Screening process identifies which contracts form the scope of the Cost 
Verification function. The process monitors anticipated expenditure reported by Prism and 
checks the form of contract to assess whether it is a target or cost reimbursable contract that 
should be included within the scope of the CV function. 

 

2.2.2 New Contract Screening Delivery Roles 

 

 

2.2.3 New Contract Screening Process Map 

 
  

 

Activities Assistant CV 
Analyst CV Analyst Lead CV 

Analyst
Programme 
CV Analyst

Equipment 
CV Analyst CV Manager Head of CC & 

CA Contractor Contract 
Admin

Project 
Manager

Project 
Business 
Manager

Cost 
Engineer

Area Cost 
Eng

Area 
Director/Are

a Cost & 
Comm 

Area 
Accountant

Initial project risk screening I I I I I R/A C
Initial Contractor risk screening I I I I I R/A C
Programmewide NEC interpretation issues I I I I I C C I I
Out of Scope reviews
DLR I R I I I A C C I I
LUL I I I I I R/A C C I I
Utilities I R I I I A C C I I
Design I I I I I R/A C C
Single Issue Review
Assessment of risk I I I I I R/A C C C I
Cost/benefit analysis I I R I I A C C C I
Decision to proceed I I I I I R A I I I
Investigation of issue I I R I I A C C C
Report I I R I I A I I I I
Maintain disallowable cost register I I I I I I I I R/A I I

Cost Verification Team Project Stakeholders
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2.3 Contract Risk Diagnosis 
2.3.1 Contract Risk Diagnosis Objectives 

The depth into which the risks are tested depends on the judgement of risk against each 
element of the framework. Where a low level of risk is identified, testing will be limited whereas 
high risk areas will be tested in detail. 

The Contract Risk Diagnosis process is concerned with setting up the CV Framework for the 
new contract, commencing with the assessment of risks associated with the contract, and 
creating Cost Administration Cost Review (CACR) programme. This ensures that an efficient, 
risk-based approach is adopted. 

The risk assessment process and the criteria are set out in the Cost Verification Framework 
Guide  (document number xxx). 

 

2.3.2 Contract Risk Diagnosis Delivery Roles 

 

 

Contract Risk Diagnosis Process Map 

  

 

Activities Assistant CV 
Analyst CV Analyst Lead CV 

Analyst
Programme 
CV Analyst

Equipment 
CV Analyst CV Manager Head of CC & 

CA Contractor Contract 
Admin

Project 
Manager

Project 
Business 
Manager

Cost 
Engineer

Area Cost 
Eng

Area 
Director/Are

a Cost & 
Comm 

Area 
Accountant

Contract review I I R/A I I I
Accounts & Administration Plan Review I I R/A I I I
Start up meeting with contractor I I R I I I R R/A
Process review - Equipment I I R/A I I I C
Process review - Financial I I R/A I I I C R
Process review - Contract Administration I I R/A I I I C
Process review - Other I I R/A I I I C
Trend/benchmark review I I A R I I I C I I
Risk Assessment I I R/A I I I I I I I
Update of CV Framework I I R I I A I I I
Define CACR verification plan I I R I I A I I I I

Cost Verification Team Project Stakeholders
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2.4 Contract Dashboard Process 
2.4.1 Contract Dashboard Objectives 

The Contract Dashboard is a tool to both manage the CV of the contract and also to report the 
outputs of the CV function.  

• The CV Framework helps the Lead CV Analyst document the CV risks and plan 
future CACRs 

• The Corrective Actions Tracker helps the Lead CV Analyst and Contract 
Administrator monitor and manage outstanding actions against the contractor. 

• The dashboard provides progress metrics to help monitor the performance of the 
Contractor and ensure the CACR programme is delivering assurance.  

 

2.4.2 Contract Dashboard Delivery Roles 

 

 

2.4.3 Contract Dashboard Process Map 

  

 

Activities Assistant CV 
Analyst CV Analyst Lead CV 

Analyst
Programme 
CV Analyst

Equipment 
CV Analyst CV Manager Head of CC & 

CA Contractor Contract 
Admin

Project 
Manager

Project 
Business 
Manager

Cost 
Engineer

Area Cost 
Eng

Area 
Director/Are

a Cost & 
Comm 

Area 
Accountant

Issue CV dashboard (contract) I I I R I A I I I I
Maintenance of CV framework I I I R I A I I I

Cost Verification Team Project Stakeholders
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2.5 Programme Dashboard Process 
2.5.1 Programme Dashboard Objectives 

The Programme Dashboard is aimed at providing senior management with information to help 
them understand the scope, coverage and performance of both the CV function and the supply 
chain. 

 

2.5.2 Programme Dashboard Delivery Roles 

 

 

2.5.3 Programme Dashboard Process Map 

 
 

 

 

Activities Assistant CV 
Analyst CV Analyst Lead CV 

Analyst
Programme 
CV Analyst

Equipment 
CV Analyst CV Manager Head of CC & 

CA Contractor Contract 
Admin

Project 
Manager

Project 
Business 
Manager

Cost 
Engineer

Area Cost 
Eng

Area 
Director/Are

a Cost & 
Comm 

Area 
Accountant

Update audit programme I I C R I A I
Issue CV dashboard (programme) I I I R I A I I I I
Maintain programme CV disallowable cost repo I I C R I A I I I I
Data Mining I I I R I A
Collation of payment applications I I I R I A
Maintenance of Defined cost database I I I R R A

Cost Verification Team Project Stakeholders
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2.6 Contract Administration Cost Reviews Process 
2.6.1 Contract Administration Cost Reviews Objectives 

The Contract Administration Cost Reviews (CACRs) provide verification of whether the risks 
that have been diagnosed have actually materialised, and assess whether payments applied for 
are compliant with the contact. The process gathers cost information and tests it for compliance 
with the contract.  A report is produced which provides evidence of any non-compliant costs 
claimed by the Contractor, details improvement actions or further information required, and 
makes recommendations for disallowed or withheld amounts.   This information is then used by 
the Project Manager in assessing the Price for Work Done to Date.  The PM issues the CACR 
report the contractor and instructs actions to the contractor via the PMC / PMI process.   

The results of the CACR are fed back into the CV Framework in order to update the 
assessment of relevant Risk Drivers. 

 

2.6.2 Contract Administration Cost Reviews Delivery Roles 

 

 

2.6.3 Contract Administration Cost Reviews Process Map 

 
 

 

Activities Assistant CV 
Analyst CV Analyst Lead CV 

Analyst
Programme 
CV Analyst

Equipment 
CV Analyst CV Manager Head of CC & 

CA Contractor Contract 
Admin

Project 
Manager

Project 
Business 
Manager

Cost 
Engineer

Area Cost 
Eng

Area 
Director/Are

a Cost & 
Comm 

Area 
Accountant

Start up meeting I I R I I I R R/A
Data gathering R R A I I I R
Execute CACR verification plan - Equipment I I A I R I C
Execute CACR verification plan - Financial I I C I I I C
Execute CACR verification plan - Contract Adm I I C I I I C R/A
Execute CACR verification plan - Other R R A I I I C
Maintain audit working papers R R A I I I I
Day to day contractor contact R R R/A I I I C
Validation of findings with contractor I I R I I I C R/A
Produce CACR report R R R/A I I I C C
Issue CACR report I I I I I I I R A I
Update disallowable cost register I I I I I I I I R/A A I
Update corrective actions register R I A I I I I I I I I I I
Implement corrective action I I C I I I R R/A C C C C
Update of CV Framework (project) I I R/A I I I I I I I

Cost Verification Team Project Stakeholders
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2.7 Final Account Process (Cost Verification) 
2.7.1 Final Account Process (Cost Verification) Objectives 

The process concludes the verification of costs prior to approval of the Final Account by the 
Project Manager. All testing and corrective actions should be completed, and all cost reports 
and records received and reconciled. Not Defined and Disallowed Cost should have been 
credited back to Defined Cost. In cases where it is not possible to fully conclude a specific 
element of the CV process, the potential impact of the resulting uncertainty around amounts due 
to the Contractor should be taken into consideration during the Project Manager’s final 
assessment. 

 

2.7.2 Final Account Process (Cost Verification) Delivery Roles 

 

 

2.7.3 Final Account (Cost Verification) Process Map 

 

 

Activities Assistant CV 
Analyst CV Analyst Lead CV 

Analyst
Programme 
CV Analyst

Equipment 
CV Analyst CV Manager Head of CC & 

CA Contractor Contract 
Admin

Project 
Manager

Project 
Business 
Manager

Cost 
Engineer

Area Cost 
Eng

Area 
Director/Are

a Cost & 
Comm 

Area 
Accountant

Final Account Process
Review outstanding corrective actions I I R I I C C C A C I
Reconcile CCS, PBA, CB and ND/DCR I I R I I A C C I I I
Sign off of Cost Verification of Final Account I I I I I R/A C I I I
Completetion of Final Account Process I I C I I C C C R A
Cost Verification lessons learnt C C R C C A I C C I I I I I I

Cost Verification Team Project Stakeholders
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3 Accounts and Records 

3.1 Control Report Observations 
The Contractor should produce a number of control reports for review by the CV team. 

A list of the control reports which should be monitored include: 

• Purchase order values compared with invoices paid 

• Subcontract order values compared with applications for payment by subcontractor 

• Cost collection schedules 

• Equipment Report  

• Temporary asset register 

Observations from control reports will highlight problems where order values are 
exceeded, purchase order and subcontractor order values compared with invoiced 
amounts; cost collection schedules; and accrual schedules. 

 

4 Stakeholders and Communications 

4.1 Reporting Levels 
The Cost Verification Function is part of the Programme Controls Directorate.  
Management information is provided to the Programme Controls Director and to CRL 
Directors and management via the Programme Controls reporting function.  

The Cost Verification Function reports findings to the Project Manager via the Contract 
Administration teams based on site. 

4.2 Liaison with Site Staff 
The key personnel in this respect are the contract administrators, the controls and cost 
engineers, and the field engineers. The Cost Verification Function will rely on these 
people to identify areas of investigation that result from problems and disputes that 
have arisen and that are causing concern. The principal role of the Cost Verification 
Function will be to carry out financial and accounting audits and reviews, but all areas 
of cost verification may be undertaken where necessary.  

4.3 Audits by External Bodies 
From time to time financial reviews and audits may be carried out by the Sponsors or 
other Government bodies, or by CRL / TfL Internal Audit.  The HCCCA and the Defined 
Cost Verification Manager will act as the liaison point with these bodies and will 
respond to issues without further input from the Area / Project teams as far as possible.    

Adequate prior notice will be given of these visits and full details of the reviews or audit 
programmes to be undertaken will be provided to CRL in advance so that the 
necessary arrangements can be made and site personnel alerted in good time. 
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5 Reference Documents 

Ref: Document Title Document Number: 

1. None  

2.   

3.   

4.   

 

6 Standard Forms / Templates 

The following templates are available on the Cost Verification sharepoint site and from the Cost 
Verification Team.  Examples of each template are attached as follows: 

 

5.1 New Contract Questionnaire 
5.2 Application for Payment - Payment Assessment  
5.3 Application for Payment – Cash Book  
5.4 Application for Payment – Potential Disallowed Cost Register  
5.5 Contract Administration Cost Report (CACR)  
5.6 Cost Verification Contract Dashboard Report and Framework Guide (ref CRL1-XRL-

Z9-GUI-CR001-50001) 
5.7 Cost Verification Programme Dashboard Report 
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6.1 New Contracts Questionnaire 
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6.2 Example Payment Assessment Template 
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6.3 Example Cash Book Template 
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6.4 Potential Disallowed Cost Register 
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6.5 Contract Administration Cost Review 
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6.6 Example of Cost Verification Contract Dashboard and Framework 
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6.7 Example of Cost Verification Programme Dashboard Report 
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7 Sampling Methodology 

7.1 Selection and Sampling of Records 
 

Records 

Using a quantitative method to test a sample of the population gives the user the ability to make 
observations about the whole population without incurring time and cost testing the whole 
population. 

For the results to be statistically significant (unlikely to occur by chance alone) the sample size 
must be appropriate for the set of data. The Sample Calculator program should be used to 
obtain the appropriate sample size based on the population of transactions under review. 

The sample should be generated using IDEA using a combination of the following techniques: 

 

Random Sampling 

A completely random selection of the entire population. The selection must not be influenced by 
any factors. The advantages are any data in the population has equal probability of being 
selected. The disadvantages are the sample may not make up a true view of the population and 
the inability to analyse subgroups. 

 

Systematic Sampling 

Used to select samples from intervals. The first interval is randomly chosen, with the remaining 
intervals at K thereafter where k = population size / sample size. This is a form of probability 
sampling. 

A random sample may pick too many samples from the high cost end, giving an unfair view of 
the data. A systematic sample will ensure the samples are spread evenly. 

 

Stratified Sampling 

Often a population will have its own distinct categories. E.g. cost data organized by region. It is 
often appropriate to test these sub-categories. Each category should be separated into what we 
call “Strata”. Each strata is then sampled as a separate sub-population using an appropriate 
method of sampling (such as simple random or systematic). These enable observations to be 
made about subgroups which may have not been visible sampling the population as a whole. 
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