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[bookmark: _Toc2867172]1.0 Introduction

This report will contain a scenario and will outline how a contract administrator would manage that specific process. Contract administration is an extremely important factor to the delivery of all appropriate contractual obligations between parties.  This report will outline the options available and the individual processes that come with the chosen scenario. Including the impacts on the delivery time frame and the cost of the project. 

The scenario that has been chosen is - There is a significant variation within the contract that impacts on the delivery timeframe of the project and cost.  

[bookmark: _Toc2867173]2.0 Type of contract

The type of contract that has been chosen is a NEC contract. NEC stands for New Engineering contract. This contract guides the drafting of documents on civil engineering and construction projects. This is done for the purpose of obtaining tenders, awarding and administering contracts. There are two parts of the NEC contract that will be looked at in depth, a brief example of these are:
· A Compensation Event – this is a process that concludes the effect to the construction project due to, possible time delays, increased cost or quality. This event is organised to reach an agreement between both parties in the contract. This event takes place when it is apparent that something is going to affect the contract. 
· An early warning notice – this is the process of notifying the contractor and project manager of an event that will take place such as the compensation event. These warnings are given to allow time to be taken to make decisions to change the quality of work, reduce the time taken or reduce costing. Usually these warnings are given 8 weeks in advance to allow for the preparation. 


The NEC is a standard contract which has 3 characteristics these are: 
· The use of this contract creates good management of the relationship between two different parties. 
· It can be used in a wide variety of situations, including commercial situations for a large variety of types of work in different locations.
· It is a clear and simple document, using a structure that is easily understood and is straight forward 

NEC produces a wide range of definitive project management contracts, which allows them to deliver projects on time, on budget and to the highest standard possible. 

[bookmark: _Toc2867174]3.0 Compensation event 

A compensation event is a process or an act that can affect the time to deliver a construction project, or affect the cost and even the quality of the project itself. This compensation event can change the materials required, the technique that is used to complete the project and even the deadlines that need to be met for the given project. 
The project manager is notified by the contractor of a compensation event that has happened, or which he expects to happen. The Contractor is require to notify the client and project manager of any upcoming events within 8 weeks. This is to allow a contractually opportunity to receive compensation for the time or money. If this 8 week deadline is missed, it will result in a time barring compensation event. If the project manager doesn’t notify the Contractor on his decision within 1 week of the notification from the contractor, or if a longer period has been agreed by the contractor then it is treated as acceptance by the project manager that the event will be a compensation event. 
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[bookmark: _Toc2867176]4.0 Early warning notice

The early warning notice is a procedure that both parties must give an early warning of anything that could possibly cause delays for the project, or anything that can increase the costs. The contractor and the project manager give an early warning by notifying the other as soon as either becomes aware of any matter which could either increase the overall total price of the project or delay meeting a key date.  The contractor must give the project manager an early warning of a matter that could increase the total cost of a project. 
The early warning process is a great advance to project management, as both parties can recognise that problems will occur and that they can overcome them and reduce the risk for the construction project.
A register for risk assessments is created and updated when a potential risk is has arisen. Potential costing and time delays are each allocated to each risk. A risk reduction meeting is regularly held throughout the whole construction process. 
If a contractor fails to give an early warning notice of possible delays to the construction process or something that can increase costs, then they will only be compensated for an affect that would have remained, even if the contractor had given the early warning notice. The early warning notice is also connected to the compensation event. The contractor will have to give an early warning notice for upcoming events such as the compensation event. So if the contractor also fails to give an early warning notice for a compensation event within 8 weeks of the actual event, they will also not be entitled to a change in price, key date or the completion date. 
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[bookmark: _Toc2867179]5.0 Conclusion

To conclude, if there was a significant change with the contract that can impact the cost or the timescale for the project. Then it is a legal obligation for the contractor or project manager to inform the client on any of these changes within significant time, and determine if it is in the client’s best interest to continue with the project and its standards of quality. 
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