Interim Valuations/payments (are an estimate but should be as accurate as possible!)
Q. Why is it dangerous to over pay a contractor within an interim valuation, as they are paid ‘on account’
Q. Why not wait until the end of the contract to pay the contractors?
A. To keep solvent Cash flow for businesses is essential (insolvency). It is cheaper for the Client (towards the end of the contract the MC would have large amounts of unsecured depth!)

Being paid on time and the correct amount has long been an issue within the construction industry
	Pay when paid – mention retention
	Withholding a sum of money without any prior notice and no reason given!
This all leads to the contractor walking off site!!!

Two major pieces of legislation have helped greatly
1. The Construction Act 1996 – pay when paid and withholding payment for no reason illegal
2. The Scheme 2009 – improved the payment process by implementing timings and new terms!!! Right to suspend works for non-payment. 5% interest above BoEBR

However, ‘All’ standard forms of contract have a mechanism or clause to pay contractors on an interim, stage or quantum meruit basis. For any contract over 45 days duration

	JCT24 = Clause 4 = payments, clause 4.8 = interim payments
	NEC4 = Clause 5 = payment

If not in the contract then the ‘Construction Act 1996’ or now the ‘Scheme 2009’ kicks in as a default legislation, we will cover this in more detail later….

Usually prepared monthly by the PQS, CQS, SQS
All monthly valuations are Gross of the quantity of work multiplied by its value from the start of the contract (called measurement and valuation in JCT)
Work properly executed v work not properly executed = payless notice

Lets look at the JCT 21 day payment cycle. See excel spreadsheet
The application must comply with the contract. E.g. If not within these timings then is classed as invalid (case law from 2018)

Most important in JCT24 is the Due Date clause 4.8 and in the ‘contract particulars’ 
Q. what can be included in you interim application for payment? 
A. 
1. Preliminaries as included in the BofQ’s (detailed break down at tender stage)
2. Measured work as included in the BofQ’s (largest part of the valuation)
3. Value of variations and extra works (in accordance wit the contract)
4. Work carried out by nominated SC and suppliers (provisional sums)
5. Materials on site (not usually a problem, unless claimed months before they are needed)
6. Materials off site (usually a problem, with insurance and ownership, safe place etc.)
7. Fluctuations (if appropriate, no retention) 
8. Approved loss and expense claims (no retention)

JCT24 ‘Contractors must provide a detailed breakdown of the valuation’
A valid application must state a sum that is claimed as due and provide a calculation to show how that sum is built-up
Think : 20-30 subcontractors all making applications in different formats (not PDF but excel make clear at pre-let meeting)
Q. Do not accept invoices as an application for payment! Why? Has VAT added and not relevant to the JCT contract terms of payment!

Lets have a go at a class example on Excel….
a. What must be included in your document for it to be considered a ‘Bona Fide’ Application for Payment? (10 marks) 
It must be issued within time in accordance with the requirements of the particular contract, and it should be clear to the recipient, depending on the terms of the contract, that it is a demand for money and that action is required in respect of it. In order for this to be the case it should provide sufficient information to show how the gross value of the works carried out up to the application date has been calculated. I would expect to see measurements or a breakdown of the proportion of the work value of the lump sum that has been carried out at the time. The application for payment should make deductions for retention, previous sums paid and any other deductions required by the contract to arrive at the sum that is being claimed 

