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1 Project Manager

A contract administrator, otherwise referred to as Project Manager in the NEC contracts, is vital in a construction project as they are the party responsible for administrating the Contract and ensuring delivery of all contractual agreements between the two parties – the Client and Contractor. The Project Manager is employed by the client but is impartial and will interoperate and apply the contract without bias, ensuring all duties imposed by the contract are honoured by all parties ensuring the best advice to both the client and contractor on establishing appropriate arrangements.

A compensation event is the terminology used by the NEC3 for ‘variations, Loss & Expense and an extension of time’. (Evans, 2019)

The Compensation Event (Clause 60) lands under the core clauses of a NEC3 contract 

The assumptions made in response to scenario 1 include the following;
1. ABC Contracting have been appointed as the Principal Contractor to undertake a shell and core construction of a new build factory unit.
2. They are appointed as both designer and constructor.
3. The NEC Contract name CC Consulting as both the NEC PM and Supervisor roles.
4. The Client wishes to instruct the fit out of the unit to ABC Contracting based on their programme control and quality of works completed to date.



2. Notification
The PM will firstly issue a Notification of a Compensation Event (NCE) for this known change to the project.

A Compensation Event is an event which impacts on the Time, Cost or Quality of the Works. A contractor can notify the PM of a CE that has not been accounted for.

The PM may first choose to issue a PMI for the design fees associated with the completion of the brief (RFQ is a request for Quotation).

The contractor will be expected to return the quotation back to the PM within three weeks, an extension of time can be granted by a written agreement from the project manager.

When a notification for a Compensation Event (NCE) is received from the contractor the Project Manager will be able to assess the NCE and decide if it is fair to instruct and award additional costs or time to the project. The PM will reject the claim if the event that takes place was the contractors fault, if there is no entitlement to money or time, or if nothing is going to occur. In other cases, the PM will accept the claim, instructing the contractor to provide a quotation for the work.  (Elliott, 2019)











3. Quotation
The contractor will then submit his quotation with an indicative timescale for the design of the works.

If satisfied the PM will instruct the expenditure of the fees to fully develop the design to enable a detailed quotation for the works to be completed by the contractor.

The quotation will be assessed by the PM using the correct procedures outlined in the contract, when the Contractor submits his quotation he must include details of his assessment of the CE and if it effects the completion date, will be expected to provide a revised programme for acceptance based on the new scope of works.

Clause 61.2 entitles the PM to request a quote for tasks that may or may not be instructed.

Following the submission of the quotation and programme the PM has two weeks to decide the outcome of the CE unless an extended period has been agreed. The PM will either reject the quotation or accept it confirming a proposed CE will be instructed or highlight that the quotation does not include adequate information for the works planned.

The PM instructs the new Design Information as a Change to the Works Information (the tender stage design information).








4. Assessment

The PM will assess the effects of the task based on the planned completion dates as shown in a comparison between the current accepted programme and the revised programme, the actual defined cost for work plus the design fees and the forecast costs for time related preliminary costs. 

Once the new scope of works is instructed, the value of the new works is added to the contract value.

The PM assesses and accepts the new revised NEC programme.
This may require change to the contracts dates; Key Dates, Partial Possession or Practical Completion dates etc. to be amended via the new accepted programme. The contractor duly completes the new scope of works as instructed by the PM. 

5. Implementation

As soon as the CE is instructed it is finalised and cannot be changed by either party, if it needs to be changed after it has been instructed an adjudicator will need to analyse the task and arrive at a final decision. The project manager will accept the quotation and then the works implemented as soon as possible by the contractor – in this case the internal fit out will be carried out by the contractor.

If the contractor notices a CE but does not notify the PM within 8 weeks he loses the right to claim additional money or time. 




If the PM is absent in the presence of notifying a CE then the contractor can notify the PM of the event, the PM has to respond in a quick reply with ‘yes’ it is accepted or ‘No’ with reasoning as to why it is not considered a CE – This comes under clause 61.3


6. NEC Early Warning

EW is when either the contractor or PM will notify the other party of anything that might potentially affect the cost, completion, progress or quality of the project.

The early warning is deemed as simple in principle and critical to the success of NEC contracts and is the ‘spirit of mutual trust and cooperation’ (NEC, 2019) required by clause 10.1 of the contract.

Clause 61.5 - If the PM feels the contractor did not issue enough of an early warning he clarifies this when requesting a quotation. The PM can use this to assess the CE as a lower valued item. 

If the contractor fails to give early warning of an event that might delay work or increase costs within 8 weeks of becoming aware he then loses the opportunity to a change in price or completion. (Buildings, 2018)
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