










Administrations Within Contracts

By Joshua Benger

The University of Wales Trinity Saint David
School of Architecture, Built and Natural Environment
07/03/2018
























Table of Contents

1. Introduction………………………………………………………………………………... 1
2. Methodology...…………………………………………………………….......................... 1
3. Discussion and Considerations……………………………………………………………. 2
4. Conclusion……………………………………………………………………………….... 2
5. References………………………………………………………………………...…..…... 3
6. Appendices……………………………………………………………………….....…….. 4














1. Introduction
Due to the complexity of construction contracts, variations within construction projects are a common requirement. The majority of construction projects run over long durations and include complex relationships between a number of different parties, and so variations within a construction project’s programme are often inevitable (Keane et al, 2010). Often construction projects have uncertainties that cannot be anticipated during the planning process, and so it is of interest to construction contractors that an amount of contingency is built in for the project, which strengthens their ability to accept unforeseen change (Hodgson, 2018). Variations throughout a construction project allows contractors and clients to make changes which they feel will help achieve an improved resulting product. However an ideal construction project would require no change from the initial planned design, as variations can have an impact on completion dates, as well as potentially increase the project’s cost and quality (Memon et al, 2014). 
When the need for a variation arises, the project’s Contract Administrator must work to obtain and issue documented instructions from all relevant parties as efficiently as possible, in order to minimise potential risks imposed on the contracting parties in undertaking the works involved in the variations. Variation Order forms can be used to provide contractual agreements which ensure that any cost and time variations derived from unexpected work can be legally agreed upon. Effort must be made by the contract administrator to manage the variation order process so as to have as little impact as possible on the project’s continual progress. The following report outlines the actions to be undertaken by a construction project’s contract administrator upon notice of a significant variation within the project’s contract.

1. Methodology
This chapter will outline the order of actions to be undertaken by the contract administrator of a construction project’s main contractor, upon being notified of a variation.
1. The contract administrator’s initial action is to gain all relevant details on the proposed variation, before distributing it to the relevant project team members. This may include the project’s quantity surveyor, project manager, architect and structural engineer. 
1. The project team shall each analyse the variation proposal and, should they approve of such changes, contribute to preparing detailed cost-change estimates and an evaluation of the predicted impact on the project’s programme (McIntosh, 2018).
1. The contract administrator must refer to all relevant clauses set out in the contract, in order to gain all required information regarding contract variation procedures, including cost and time implications and insurances.
1. The contract administrator’s next action is to produce a variation form, an example of which is demonstrated in Appendix 1, for the client’s consideration. The construction contract being used may require the client to be notified of the variation within a certain timeframe. For example, the NEC 3rd Clause 61.3 specifies that the contractor must notify the client’s project manager within 8 weeks of becoming aware of an event, or else the contractor shall not be entitled to a change in the price or completion date (Brooks et al, 2011). 
1. The variation form issued to the client must include a detailed report of all cost and time implications that are expected to arise from carrying out the variation.
1. If applicable under the contract clauses, an extension of time claim may also be issued to the client by the contract administrator. In order to successfully claim an extension of time, the contract administrator may need to demonstrate, using a new programme revised to include the variation, that the variation will have an effect on the critical path of the original programme (McIntosh, 2018). 
1. In order to prevent the main contractor from being exposed to any potential financial risk, it is critical that the contract administrator awaits written direction from the client before commencing work on the variation. 
1. Upon receival of written direction from the client, the contract administrator must promptly issue a Variations Order form to the relevant contractors on site, in order to provide a contractual instruction to proceed. A physical variation order signed by the contract administrator provides assurance to the contractor, so that the risk of further delay due to uncertainties is minimised.
1. Upon completing of the variation work, it is the contract administrator’s responsibility to claim payment for the works, as well as an extension of time, if applicable, and any delay costs.

1. Discussion and Considerations
The primary concern of the contract administrator when managing a variation order will be to reach a solution in as little time as possible, in order to minimise the impact on the project programme. It is also essential, however, that instructions are only issued to proceed with the variation works upon receival of documented written consent on behalf of the client. Unauthorised instructions issued by the contract administrator to site contractors could result in a breach of contract, potentially leaving the contract administrator financially liable for additional project costs incurred, as was the case in the William Clark Partnership Limited v Dock St PCT Limited [2015] EWHC 2923 court judgement.
The conventional method used within this report is based on a change order system in which each issued form must be manually completed before being sent to the next party This procedure can be time consuming, as demonstrated by Charoenngam et al’s (2003) estimate of durations shown in Appendix 2, and holds the potential of impacting the project’s programme, particularly if multiple variations are introduced throughout the project. There are internet-based change management systems available which provide a system of dealing with change orders using a less time-consuming procedure. These systems do possess their own issues and challenges, however their use should be considered due to their potential to provide a more efficient system of managing variations within a contract (Stasis et al, 2013).

1. Conclusion
It can be said that variations within a construction contract are often inevitable, and can be beneficial to some extent. Despite this, it is still desirable to minimise the requirement of variations on a project, due to potential cost and time implications. When variations do arise, however, it is essential that they are managed correctly by the project’s contract administrator, so as to have as little impact as possible on time, cost or the quality of the project. Contract administrators should use their experiences of dealing with variations within contracts as a learning curve to optimise future contract decisions (Ibbs et al, 2001), with an aim of reducing the chance of variations occurring, as well as minimising their impact on the contract when they cannot be avoided.
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Appendix 1- Example Variation Order form



[image: ]CONSTRUCTION CHANGE ORDER REQUEST FORM



Change Order No.: 		Contract No.
To:	 		Date: 	


Project Name                                                                                                                                                                      Under our AGREEMENT dated 	, 	(Year)
***************************************************************************** You hereby are authorized and directed to make the following change(s) in accordance with terms and conditions of the Agreement:
(DESCRIPTION OF THE CHANGE)
FOR THE Additive (Deductive) Sum of:                                                             ($                               ).

Original Agreement Amount	$ 	
Sum of Previous Changes	$	 This Change Order Add (Deduct)	$	 Present Agreement Amount	$ 	

The time for completion shall be (increased/decreased) by 		( 		) calendar days due to this Change Order.  Accordingly, the Contract Time is now 		( 		) calendar days and the substantial completion date is 	. Your acceptance of this Change Order shall constitute a modification to our Agreement and will be performed subject to all the same terms and conditions in our Agreement indicated above, as fully as if the same were repeated in this acceptance.
The adjustment, if any, to this Agreement shall constitute a full and final settlement of any and all claims arising out of or related to the change set forth herein, including claims for impact and delay costs.
The Contract Administrator has directed the Contractor to increase the penal sum of the existing Performance and Payment Bonds or to obtain additional bonds on the basis of a $25,000.00 or greater value change order.
9 Check if applicable and provide written confirmation from the bonding company/agent (attorney-in-fact) that the amount of the Performance and Payment Bonds have been adjusted to 100% of the new contract amount.
Accepted 	,	(Year)
By:   			By: Contractor			Architect/Engineer
By:		 
Owner

https://www.sampleforms.com/construction-variation-form.html


Appendix 2- Table showing the estimated durations of each stage of a conventional change order system.
	Activities
	
	
	
	
	
	Days
	
	
	
	
	
	

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12

	Contractor sends a change order request

	x

	x

	
	
	
	
	
	
	
	
	
	

	Architect/engineer acknowledges COR and requests for a COCP
	
	
	x
	x
	
	
	
	
	
	
	
	

	Contractor prepares a change order: cost proposal
	
	
	
	
	x
	x
	
	
	
	
	
	

	Architect/engineer assesses COCP, determines an agreeable price and time
	
	
	
	
	
	
	x

	x

	
	
	
	

	Owner assesses COAA, affixes signature for approval
	
	
	
	
	
	
	
	
	x
	X
	
	

	Contractor creates a COIR for change order work assessment
	
	
	
	
	
	
	
	
	
	
	x
	x

	
Total time Consumed (days)
	
12
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