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Abstract 

The aim of this briefing paper is to advise Richards Development on procurement routes; tendering process; and post contract process appropriate to five projects. There are no publicly funded projects considered in this paper and therefore only JCT suites of contracts have been considered. Assumptions about the projects and the rationale behind the chosen procurement route and contract have been outlined for each project. 
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Design and Build Management Structure

3. Projects
3.1. Project 1

‘A private developer has purchased the land and is now interested in the construction of a new 10 storey office block in Cardiff city centre, value £20 million.’
3.1.1. Assumptions

· The client has a set cost for the construction and therefore would need cost certainty.

· The client will want to start receiving a return on their investment as soon as possible and therefore will want the construction to last as little time as possible.

· As a general office block, the client may require a certain level of quality but will not need full design control.

· The client and the contractors invited to tender have experience with large projects.
· The client has other live projects and wants the contractor to assume the speculative risks.
3.1.2. Design and Build Procurement
This procurement method involves the appointment of a contractor who is then responsible for the design and construction for a lump sum price. The client outlines their requirements, ranging from accommodation schedules to fully developed designs, usually prepared by the client’s consultants. Depending on the degree to which the client’s requirements have been designed, the contractor will either appoint their own consultants, or the client can request the novation of their own consultants to the contractor. Once novation has taken place the consultants no longer work for the clients but the contractor. Design and build offers low risk to the client in terms of cost and timing. However, due to the loss of design control, the risk to the client is higher in terms of quality. The management structure for Design and Build can be seen in Figure 1.
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3.1.2.1. Advantages

· Overall project programme time can be reduced by design and construction occurring in parallel.
· The project costs are known from the outset and, other than specification changes, the contractor is obliged to complete construction to the project sum.

· Other than in the event of specification changes, the contractor is obliged to complete construction within the contract period.
3.1.2.2. Disadvantages

· Once the contract is let, the client relinquishes control over the design.
3.1.3. Two-Stage Tendering
Two-stage tendering is usually used for Design and Build procurement. This allows for competitive tendering without requiring all those invited to produce fully developed proposals. This method allows for value engineering; fixed sub-contractor pricing and cost security; early contractor involvement; reduces claims based on inadequate specification; and can reduce programme time. 
3.1.4. Major Project Construction Contract

As the client is a developer they are likely to have experience commissioning major works, and will only invite experienced contractors to tender. Therefore, both parties will have suitable contractual procedures in place for the Major Project Construction Contract to be appropriate. Despite the client not having direct control over the design, the client has the right to review all designs produced by the contractor to be sure the contract is being complied with. The client can require the completion of certain sections before practical completion in order to give access to the others undertaking work on the client’s behalf. Changes made to the client’s requirements are viewed as a whole (all losses and expenses involved in the change) and are agreed before the instruction or defined by the client with a fair valuation. Interim payments are usually made monthly. However, with the use of the Pricing Document, payment can be made in any terms agreed by the parties. there is no provision within the contract for retention. 

3.2. Project 2
‘The construction of a new private hospital in Swansea SA1. There will be 3 operating theatres, 10 consulting rooms, high dependency unit, and 20 beds. This will replace the existing private hospital in the Uplands area of Swansea.’

3.2.1. Assumptions

· The client requires a high-quality construction.

· As there is an existing functional private hospital, there is not a time constraint on the programme.

· There is not a budget specified, but costs will be closely monitored to keep track of revenue.
· The hospital has an estates department which is experience with procurement and the risks involved.
3.2.2. Traditional Procurement
Traditional procurement involves the design and construction phases to be separate. The client employs consultants to fully develop the design and produce a set of full documentation before tendering. Included in the tender documents are drawings, bills of quantities, specifications etc. Traditional Procurement offers low risk to the client in terms of cost and quality. However, due to design and construction being separate processes, the risk to the client is higher in terms of programme time. The management structure for Traditional Procurement can be seen in Figure 2.

Figure 2 – Traditional Procurement Management Structure
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3.2.2.1. Advantages

· The client maintains design and quality control throughout the construction process.

· It is the contractual obligation of the contractor to complete the works within the contracted price, barring any alterations.

· Once the contract is let, it is a contractual obligation of the contractor to complete the works within the contract period.

· The speculative risk depends on the contract chosen but tends to be balanced between the parties.
3.2.2.2. Disadvantages

· Because design and contraction are separate processes, the programme time can be long.

3.2.3. Tendering Process

A single stage competitive tender is recommended for Traditional Procurement. The first stage is to produce a short list of potential contractors and enquire if they would like to be invited to tender. this enquiry will include a Project Information Schedule. This includes information about the project and its probably value; the tendering procedure to be used; the requirements of the contractor; the contract to be used and any amendments. Contractors interested in tendering for the works are then sent the tender documents (drawings, bills of quantities etc.) and formally invited to tender. tenders are submitted according to the specified details in the instructions included within the tender documents; this will include the date, time and addressee. Both the client and another qualified construction professional should be present at the opening of tenders and it is not unusual for the rest of the design team to be invited. Tenders received beyond the deadline, or which have been priced based on items other than specified in the bill of quantities should not be considered. Tenders can be assessed on best price or best value and poste-tender interviews can be used to fully appreciate tenders and raise any queries. 
3.2.4. Standard Building Contract With Quantities
The Standard Building Contract With Quantities is appropriate where full designs have been produced; detailed contract procedures are required; and the contractor is to be provided with drawings and a bill of quantities. The contract requires a Contract Administrator and Quantity surveyor be appointed to administer the terms of the contract. This is a lump sum contract therefore requiring the contractor completing a certain amount of work for a fixed price; usually paid in monthly instalments. Administration matters, such as valuation and payment, are in the hands of the client’s consultants. Changes to the design are possible during construction but time and cost consequences. 

3.3. Project 3

‘Upgrading the ‘Small world’ theatre in Cardigan Town Centre. The theatre is run by a group of volunteers who control the theatre through a company limited by guarantee. This means that they might be liable for any losses the theatre makes. The extent of the work is to refurbish the stage, provide disabled toilet facilities and access, and install a new kitchen that meets current hygiene standards, and is suitable to be run as a commercial venture.’
3.3.1. Assumptions

· Programme time will need to be kept to a minimum so that the theatre can begin to bring in revenue as soon as possible.
· Construction costs will need to be known from the outset …
· Other than the specification of the commercial kitchen, the client doesn’t need direct control over the quality of the works. 
· As the theatre is run by volunteers, probably without experience of the construction industry, the client will likely require the contractor to assume the risk. 
3.3.2. Design and Build Procurement
This procurement method involves the appointment of a contractor who is then responsible for the design and construction for a lump sum price. The client outlines their requirements, ranging from accommodation schedules to fully developed designs, usually prepared by the client’s consultants. Depending on the degree to which the client’s requirements have been designed, the contractor will either appoint their own consultants, or the client can request the novation of their own consultants to the contractor. Once novation has taken place the consultants no longer work for the clients but the contractor. Design and build offers low risk to the client in terms of cost and timing. However, due to the loss of design control, the risk to the client is higher in terms of quality. The management structure for Design and Build can be seen in Figure 1.
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3.3.2.1. Advantages

· Overall project programme time can be reduced by design and construction occurring in parallel.
· The project costs are known from the outset and, other than specification changes, the contractor is obliged to complete construction to the project sum.

· Other than in the event of specification changes, the contractor is obliged to complete construction within the contract period.
3.3.2.2. Disadvantages

· Once the contract is let, the client relinquishes control over the design.
3.3.3. Tendering Process

Two-stage tendering is usually used for Design and Build procurement. This allows for competitive tendering without requiring all those invited to produce fully developed proposals. This method allows for value engineering; fixed sub-contractor pricing and cost security; early contractor involvement; reduces claims based on inadequate specification; and can reduce programme time. 
3.3.4. Design and Build Contract

As the client is likely to not have experience commissioning works, contractual procedures will need to be specified within the contract. 

Despite the client not having direct control over the design, the client has the right to review all designs produced by the contractor to be sure the contract is being complied with. The client can require the completion of certain sections before practical completion in order to give access to the others undertaking work on the client’s behalf. Changes made to the client’s requirements are viewed as a whole (all losses and expenses involved in the change) and are agreed before the instruction or defined by the client with a fair valuation. Interim payments are usually made monthly. However, with the use of the Pricing Document, payment can be made in any terms agreed by the parties. there is no provision within the contract for retention. 

3.4. Project 4

‘INA Bearings require a new 5,000m2 factory to be located near their distribution centre in Llanelli, South Wales, due to a new business venture. They will fit their own machinery.’
3.4.1. Assumptions

· As the client is fitting their own machinery, the build is likely to be shell and core and therefore the client doesn’t need direct control over the design.
· The programme time will need to be set for the factory to be ready for the client’s new business venture. 
· Costs cost could probably suffer

· The client will want the contractor to assume responsibility in case the project is not completed in time for the business venture, allowing for the client to recoup lost revenue from the contractor.
3.4.2. Procurement 
3.4.2.1. Advantages

3.4.2.2. Disadvantages

3.4.3. Tendering Process

3.4.4. Post-Contract Process design and build package deal turn key? Management?
3.5. Project 5

‘Following a recent fire at Bluestone Holiday Park, the leisure centre and pool need to be completed before May 2018, ready for the high season.’

3.5.1. Assumptions

· The programme time needs to be known from the outset and the contractor needs to be obliged to complete within that time. 
· The client is likely to have standard qualities expected by their clients, and therefore require control of said quality. 
· Costs will be reimbursed by the summer 2018 season and eventual payment from insurance. 
· The client is rebuilding the site as it was and has the original designs. 
·  The estates team have experience with procuring construction works and have the expertise to assume the risk.
3.5.2. Management Procurement
Design and specification of works is carried out by the client and their consultants, while the contractor is responsible for letting and managing separate packages of work through sub-contractors. The management contactor is usually appointed through tender and interview, or negotiation, and then lets the work packages through competitive tender.  

Figure 4 – Management Procurement Management Structure
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3.5.2.1. Advantages

· Client maintains control over design and specification.

· Early start on site is a possibility as detailed design and construction can be done in parallel.

· Changes to the design are possible in work packages that haven’t been let.

· The management contractor is obliged to complete the works within the contract period, other than extensions approved by the contract administrator. 

3.5.2.2. Disadvantages

· The construction costs cannot be known until the final work package has been let. The cost can, however, be closely monitored by the client’s quantity surveyor. 
· Work packages already let cannot be changed.
3.5.3. Negotiated Tendering
This occurs when the client approaches a single contractor based on their previous experience. It may be that they are a specialist in the area needed or they already have a relationship with the client. Negotiating without competition can help towards the creation of a good client-contractor relationship but can be seen as unfair and isn’t always allowed, depending on the circumstances of the works in question. However, alternative, tender and interview, can lead to hostilities between client and contractor, therefore undermining the future relationship. 

3.5.4. Management Building Contract
The Management Building Contract allows for the early start on site, before design and specification completion. In the case of this project, there is likely to be demolition and preparation works to be completed before construction can commence. It is likely that some details will have changed from the original drawings, if not simply that of building regulations. Therefore, while the design is updated to conformity, the management contractor can start preparing the site and letting the first work packages. The management contractor doesn’t complete any works himself but is responsible for providing site facilities, and managing the sub-contractors and works on site; for which they are paid a management fee (usually a percentage of the project cost). The client is required to appoint a contract administrator and quantity surveyor to the professional team. The contract is split between the pre-construction and construction period, nd while not necessarily part of the professional team, the management contractor should be employed as soon as possible so as to be involved in the preparation and programming of the works. Should a sub-contractor default of a work [package, he consequences do not fall on the management contractor as long as they have worked within the conditions of their contract. 
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5. Appendices
5.1. Guide to selecting the appropriate JCT main contract (The Joint Contacts Tribunal Limited, 2017)
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Guide to selecting the appropriate JCT main contract
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