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Introduction

The construction industry is full of inconsistencies, the New Engineering Contract (NEC) was implemented in March 1993 (Gould, N, 2007). The aim of the NEC is to achieve flexibility, clarity, and stimulation of good management within projects as opposed to issues and loopholes involved within the Joint Contracts Tribunal (JCT). This is to allow a smoother and more collaborative effort from both employers and contractors. The NEC has prioritised co-operation, communication, and programming from the beginning, along with providing a clear definition on information and terms needed, as opposed to the Latin terminology involved in the JCT (Eggleston, 2006). The NEC format has been adjusted through reasonably practical and sustainable solutions to be able to meet the required principles for project management, and developing contract approaches. 

Objective

The task of this paper is to identify and clarify the approach involved in a contract variation which will affect delivery timeframes and overall project costs, from the position of a contract administrator. The goal is to understand what issues will arise, but also how to circumvent them so these defined issues will be minimised or compromised on to allow flow within the project. 

Background

“The NEC is a major attempt to draft a simple and direct standard form contract from first
[bookmark: _GoBack]principles without attempting to build upon the standard forms that already exist. (Gould, N, 2007).

Core Clauses

The NEC has 9 core clauses involved which are as follows (Out-law.com, 2011);

1. General - includes defined terms, interpretation, communications, ambiguities.

2. Contractor's main responsibilities – provision of works, design, people, subcontracting.

3. Time – starting, completion dates, key dates, programme, access, takeover, acceleration.

4. Testing and defects – tests and inspections, notifying defects, correcting defects, accepting defects, uncorrected defects.

5. Payment – assessing amounts due, payment provisions, pain share/gain share where appropriate.

6. Compensation events – events which will give rise to time and money and procedures for dealing with these.

7. Title – for example, to plant and materials.

8. Risks and insurance – contractor and employer risks, insurance requirements.

9. Termination – grounds, procedures and payments on/for termination.

Main Options

These relate to the contracts structure and pricing that reflect modern procurement and varying risk allocation (Gould, N, 2007):

A. Priced Contract with Activity Schedule

B. Priced Contract with Bill of Quantities

C. Target Contract with Activity Schedule

D. Target Contract with Bill of Quantities

E. Cost Reimbursable Contract

F.  Management Contract

Dispute resolutions

Are also implemented between two options, this is to identify the differences and key features of both procedures;

W1: To be used on projects that are not subject to the Housing Grants, Construction and Regulation Act 1996 (Construction Act 1996).

W2: To be used on UK projects where parties to a construction contract and are subject to the Construction Act 1996.

Secondary Options

Are a further seventeen clauses for specific matters such as Law Changes, Price alteration from inflation, and provision of performance bonds can be used if appropriate.

Contract Data

Is a critical section that contains the contract specific required information, which there are no default options. Part One is to be provided by the employer, whereas, Part Two is provided by the contractor. This should include Works and Site Information such as, scope of work and design responsibility (Out-law.com, 2011).

Z Clauses

Can be included as amendments, but are added if they are necessary.





Case Study

The NEC allows for amendments and changes, although they aren’t the easiest at times after drafting is done. With the NEC, if there is no up-to-date accepted programme or variations, either because of a contractor’s failure to submit a compensation event or the project manager’s failure to confirm a submission (NEC, 2018) 

The objective presents that a compensation event could be involved. Therefore, to asses the effects of a compensation event, there can on in this case will have a significant variance between the progress date of a recent accepted programme along with a compensation event. A delay analysis using the previous accepted programme becomes a debatable procedure, as the programme doesn’t accurately represent the current works at the time of the event. (Patterson, MacDonald and Trebes, 2015)

The NEC uses its philosophy of being clear, simple, and flexible, is critical for the process for Early Warnings. This is considered to an attractive element of the NEC as it promotes the “Spirit of mutual trust and cooperation” (NEC, 2018), this encourages the Contractor and Project Manager (PM) to notify each other on any issues that can or will affect the project, costs, progress, quality, or completion of the project. A Contract Administrator is required to give the process and an associated Risk Register, which is completed used in conjunction with Risk Reduction Meetings, which for this objective is to help in allowing the project to minimise the effects of contract variations, delays, costs and project completion. 

There are 4 procedures to follow in the event of a Compensation Event (CE) (Evans, S, (n.d.)):

· Notification
· Quotation
· Assessment
· Implementation

In an event that a Contractor fails to notify the PM of a CE within 8 weeks of their awareness to the of the event(s), they lose their right to claim for additional money or time, and vice versa. 

If a PM fails in replying or notifying of the event within 1 week, then the contractor may inform the PM of the failure. Persistence of the failure for a further 2 weeks after the notification, it is then considered accepted by the PM that the event is notified of a CE and is instructed to issue a quotation. 

Once a CE has been accepted it cannot be changed, except by an Adjudicator. This means that the PM accepts the Contractor’s quotation, notified them of their assessment. There are no explicit sanctions for a situation where either or both PM and Contractor have failed to notify of an event, these notified events are considered CE and can be notified after the defect date (Evans, S, (n.d.))
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