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1         INTRODUCTION 
 
The Construction Industry Development Board’s (CIDB) Inform Practice Note 1 (August 2006), 
Scaling up delivery and accelerating empowerment, states that: 
 
Many departments and municipalities are currently struggling to spend their allotted capital budgets. This 
may be attributed to a number of capability and capacity constraints in the public sector, including 
inappropriate delivery models and a shortage of skilled programme and project managers. Where such skills 
exist, they are invariably overstretched due to poor delivery models which frequently overburden scarce 
skilled project management and administrative capacity. 
 
This capacity problem may in part be attributed to the predominance of small contracts which results from: 
 
1) the project approach whereby, for each and every project,  consultants are appointed, briefed, 

directed and overseen by a gradually disappearing cadre of skilled staff; 
2) unbundling strategies aimed at reducing the size of contract in order to “spread the sunshine” across 

as many constituents as possible and to target small emerging enterprises.   
 
While these approaches have opened up opportunity for emerging enterprises, they do not support 
sustainability and growth and are delivering limited quantities of infrastructure per contract, resulting in 
severe work overload for officials. They often lead to poor quality end products, rework and delays that add 
to the burden.  
 
Departments and municipalities have not necessarily been able to overcome capacity constraints by simply 
targeting large contractors. With the current abundance of work, some of the larger contractors are not 
tendering on public sector work for a number of reasons including past experience with delayed payment, 
onerous tendering and contract conditions, inappropriate risk allocation and a lack of performance 
incentives.  
 
Public sector contracts need to be made more attractive for large and medium sized contractors, and more 
developmental for small enterprises. 
 
The challenge is to develop and implement a delivery model that enables allocated budgets to be 
spent in a manner that: 
 
1) results in the construction of quality buildings and infrastructure; 
2) provides buildings and infrastructure in response to prioritised needs; and  
3) contributes to the national and regional social and economic agenda.  

2 CONSIDERATIONS 

 
The spending of capital budgets, where capacity and capability constraints exist, can best be 
achieved where: 
 
1) projects of a similar nature are grouped together within a geographic region into a single 

programme; 
2) key contracts associated with a programme are placed with a limited number of  service 

providers and / or contractors for a period of not less than 3 years;  
3) single point accountability is assigned to those who are contracted for developing and 

overseeing the implementation of the programme; and 
4) efficient and integrated risk management and project management practices are pursued. 
 
At the commencement of a programme, the only “knowns” are typically the allocated medium 
term budget, a list of short term priorities and possibly an indicative broad brush breakdown of the 
budget into prioritised projects for the first year of the programme. Individual projects need to be 
scoped, designed and documented so that construction may take place.  This cycle needs to be 
repeated so that as projects are identified, they can be scoped, designed and documented so that 
construction occurs on a continuous basis over the period of the contract. Accordingly, the 
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delivery model which is selected needs to be capable of procuring services in the absence of a 
well defined scope of work. 
 
A client needs to procure the following services: 
 
1) programme management; 
2) design  
3) construction 
 
These services may be procured from one, two or three firms, depending upon how the risks, 
liabilities and obligations are assigned. At the same time, some of the design and construction 
services can be procured from more than one firm.  
 
The programme management services can be priced on the basis of the information that is 
“known” i.e. the likely number and distribution of projects and the duration of the project. The 
information available for the pricing of the services is less well defined, but may be related to the 
cost of construction. The cost of construction is not known at all. Only indicative rates for 
elements that are likely to be encountered may be given. It is possible to build up a price, based 
on these rates, if the construction is to take place within a specific locality and there are a limited 
number of items. However, where projects are dispersed in a geographical region, the costs of 
establishing site and transporting materials to the site can become significant and cause the rates 
to be no longer representative of the actual construction costs.    
 
There are benefits in separating design and construction responsibilities. Separating them allows 
the client to appoint professional firms to provide independent advice and eliminates the need for 
the client to develop comprehensive performance specifications and to monitor and evaluate the 
outputs of such firms against such specifications. Combining them presents a considerable 
challenge to the client in establishing whether or not a price quoted for work when the scope of 
work is known represents value for money.  
 
The model that is adopted should ideally: 
 
 involve key members of the project team at an early stage in the project 
 embrace proactive risk management and project management processes;  
 demand that the parties that work within a programme operate in a co-operative and 

collaborative manner to achieve the overriding objective of the programme; 
 foster a partnering culture; 
 embrace open book accounting procedures coupled with value engineering principles and 

cost reduction incentives to control costs; and  
 incorporate key performance indicators to measure performance, particularly with respect 

to the socio-economic dimensions of a project.  

3 PROCUREMENT CONSIDERATIONS 

3.1 Introduction 

 
The Constitution of the Republic of South Africa, 1996 requires that the public procurement 
system be fair, equitable, transparent, competitive and cost effective. These requirements 
establish societal goals or outcomes for the procurement system. Procurement processes, 
procedures and methods need to be developed around these system requirements.  This 
necessitates that the terms “fair, equitable, transparent, competitive and cost effective” be 
interpreted. 
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National and Provincial and Municipal procurement is governed in addition by the Public Finance 
Management Act, 1999 and the Local Government: Municipal Finance Management Act, 2003, 
and the Local Government Municipal Systems Act, 2000, respectively. 

3.2 Procurement by National and Provincial Departments 

 
The Public Finance Management Act (Act 1 of 1999), which is applicable to all organs of state 
other than municipalities and municipal entities, requires accounting officers (head of 
departments / chief executive officers of constitutional institutions) and accounting authorities 
(board / controlling body / chief executive officer in an entity which has no board or controlling 
authority) to have: 
 
 an appropriate procurement and provisioning system which is fair, equitable, transparent, 

competitive and cost effective; 
 effective, efficient and transparent systems of financial and risk management and internal 

control; and 
 a system for properly evaluating all major capital projects prior to a final decision on the 

project  
 
Section 76(4) permits the National Treasury to make regulations or issue instructions applicable 
to all institutions to which the Act applies concerning the determination of a framework for an 
appropriate procurement and provisioning system which is fair, equitable, transparent, 
competitive and cost effective.  
 
A Regulatory Framework for Supply Chain Management is provided for in Treasury Regulations 
issued in terms of this Act. This framework is applicable to national and provincial departments 
and certain categories of public enterprises. 

3.3 Procurement by municipalities 

 
The Municipal Finance Management Act establishes the reponsibilities of mayors and councils 
and assigns fiduciary responsibilities to accounting officers (municipal managers of a municipality 
and chief executive officers in municipal entities) and makes them responsible for the financial 
administration of the municipality / municipal entity and the implementation of budgets.  The Act 
requires each municipality and municipal entity to have and implement a supply chain 
management policy which gives effect to chapter 11 of the Act. 

Accounting offers are responsible to take all reasonable steps to ensure that proper mechanisms 
and separation of duties in the supply chain management system are in place to minimize the 
likelihood of fraud, corruption, favouritism and unfair irregular practices and for implementing the 
supply chain management policy of the municipality or municipal entity in accordance with a 
prescribed regulatory framework for supply chain management, issued by the Minister of Finance. 
 
The Municipal Supply Chain Management Regulations (30 May, 2005) and the Municipal Supply 
Chain Management Model Policy has been issued in terms of the Act. 
 
Regulations 12, 19, 25 and 35 provide for a competitive bidding process and regulation 36 for 
direct negotiations. 
 
Regulation 19 requires that all services above R200 000 and long term contracts must be 
procured through a competitive bidding process.  
 
Direct negotiations are permitted in the case of emergencies, sole providers, special works of art 
or historical objects where specifications are difficult to compile, acquisition of animals for zoos or 
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in exceptional cases where it is impractical or impossible to follow the official procurement 
processes. 
 
Sections of the Local Government Municipal Systems Act, 2000 Sections of this Act establish a 
framework for the establishment of service delivery agreements involving competitive bidding 
processes and make reference to the provisions of Act 108 of 1996 and Act 5 of 2000. In terms of 
the framework, municipalities who wish to provide municipal services through a service delivery 
agreement with any natural or juristic person other than a municipal entity, another municipality or 
national or provincial department, must select the service provider through a process that: 
 
 is fair, equitable, transparent, competitive and cost effective;    
 allows equal and simultaneous access to tender information;  
 minimises the possibility of fraud and corruption;   
 makes the municipality accountable to the local community regarding progress made in the 

selection of a service provider and for any decisions taken in this regard ; and  
 takes account of the needs for small and emerging businesses. 

3.4 Construction procurement 

 
The Construction Industry Development Board Act, 2000 (Act 38 of 2000) The Act provides for 
the establishment of the Construction Industry Development Board to implement an integrated 
strategy for the reconstruction, growth and development of the construction industry.  
 
The Act, inter alia,  mandates the Board to determine and establish best practice that promotes 
industry stability, improved industry performance, procurement and delivery management reform 
and a range of national development objectives and to promote best practice through 
programmes and regulatory instruments. The Act establishes a means by which the Board can 
promote and implement policies, programmes, projects and best practices which fall within its 
mandate through the:  
 
 establishment of a national register of contractors (and, where appropriate, registers of 

other suppliers and service providers) and a related best practice recognition scheme; 
 establishment of a register of projects and a related best practice  project assessment 

scheme;  
 publication of a code of conduct for the parties engaged in construction procurement; and  
 establishment, determination and publication of  best practice standards and guidelines. 
 
The Act prohibits the award of a construction works contract in the public sector to an 
unregistered contractor 
 
The CIDB has established a national register of contractors, a register of projects, a code of 
conduct and a range of best practice construction procurement guidelines. In addition, it has 
published a Standard for Uniformity in Construction Procurement which establishes minimum 
requirements that: 
 promote cost efficiencies through the adoption of a uniform structure for procurement 

documents and standard component documents  and generic and uniform solicitation 
procedures; 

 provide transparent, fair and equitable procurement methods and procedures in critical areas 
in the solicitation process; 

 ensure that the forms of contract that are used are fair and equitable for all the parties to a 
contract; and 

 enable risk, responsibilities and obligations to be clearly identified. 
 
This standard requires that construction works be performed using one of the following forms of 
contract: 
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i) General Conditions of Contract for Construction Works (GCC 2004);  
ii) Conditions of Contract for Construction, Conditions of Contract for Plant and Design-Build, 

Conditions of Contract for FIDIC EPC/Turnkey Projects  or Short Form of Contract; 
iii) JBCC series 2000 Principal Building Agreement or Minor Works Agreement; or 
iv) NEC3 Engineering and Construction Short Contract or NEC3 Engineering and 

Construction Contract. 
 
The standard further requires that the CIDB Standard Professional Services Contract or the 
NEC3 Professional Service Contracts be used for the appointment of professional service 
providers.  
 
The standard requires that these forms of contract “be used with minimal project specific 
variations and additions which do not change their intended usage.” 

3.5 Procurement strategies 

 
The generic contracting strategies provided for in the forms of contract included in the CIDB 
Standard for Uniformity in Construction Procurement  are: 
 

 Construction Management: similar to a management contract, the main difference being 
that the trade contracts are between the employer and the various trade contractors. 

 Design and Build:  the contractor undertakes most of the design and all construction in 
accordance with the employer’s brief and his detailed tender submission, usually for a 
lump sum price.  

 Develop and Construct: similar to design and build, except that the employer issues a 
concept design on which tenders are based. 

 Design by Employer: the contractor undertakes only construction on the basis of full 
designs issued by the employer. 

 Management Contract: a management contractor is appointed to engage and manage a 
number of trade contractors to carry out construction on the basis of designs issued by 
the employer, as and when they are completed.  The trade contracts are between the 
management contractor and the various trade contractors. 

 
The generic pricing strategy that are provided for are:  
 

 Activity schedules: The Contractor undertakes to break the scope of work down into 
activities and price each activity as a lump sum, which he is paid on completion of the 
activity.  The total of the activity prices is the lump sum price for the contract work.  

 Bill of quantities: The Contractor is paid an amount for the item of work in the bill which 
is the rate for the work multiplied by the quantity completed   

 Cost reimbursable: The Contractor is paid an agreed percentage fee to cover his 
overheads and profit and is reimbursed at market related rates for predefined cost items.. 

 Target cost: The Contractor is paid for work done on a cost reimbursable basis and the 
difference between the final cost of the works and a target price agreed at the conclusion 
of the contract is shared between the Contractor and the Employer in accordance with a 
pre agreed formula. 

 
GCC 2004 and JBCC series 2000 family of contacts have peen specifically designed to cater for 
the conventional design by employer strategy. The FIDIC family of contracts cater for all of the 
above contacting options with the exception of the construction management strategy and 
provide no standard clauses for cost reimbursable and target cost pricing strategies. FIDIC does 
also not provide back to back subcontracts or professional service agreements.  
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The NEC3 family of contracts on the other hand, not only provides for all of the aforementioned 
contracting and pricing strategies, but also provides back to back subcontracts as wells as 
standard supply, service and professional service contracts. As a result, only the NEC3 family of 
contracts will be further considered. (See Appendix A) 

4 ADDRESSING SOCIO-ECONOMIC IMPERATIVES 

4.1 Introduction 

 
The awarding of contracts to a large Contractors, due to economy of scale and the expertise 
residing in such companies, presents an excellent opportunity to cost effectively provide work 
opportunities and to develop targeted enterprises.   
 
A large Contractor can provide work opportunities to and / or develop targeted enterprises by 
being: 
 
 required to subcontract identified portions of work to targeted contractors using a procedure 

established in the CIDB Standard for Uniformity in Construction Procurement in terms of which 
the employer and contractor jointly appoint subcontractors following a competitive selection 
process which makes use of the CIDB Standard Conditions of Tender; 

 
 required to provide construction and materials management support or mentoring services to 

potentially emerging contractors in the lower grades that require such support; 
 
 rewarded with a price preference at tender stage should they offer to achieve a contract 

participation goal relating to the subcontracting of work to or enter into of a joint venture with 
targeted contractors in terms of one of the SANS 1914 families of standards for targeted 
construction procurement; 

 
 required to subcontract a percentage of the work to targeted contractors in terms of SANS 

1914-1; or   
 
 offered an incentive bonus should a contract participation goal set in terms of one of the SANS 

1914 families of standards for targeted construction procurement relating to the engagement 
of targeted enterprises be equalled or exceeded. 

 
The abovementioned measures ensure that access to work opportunities is provided to targeted 
contractors. In order to provide such opportunities, the Contractor might have to offer some 
support to targeted contractors, e.g. in the form of shorter payment cycles, access to credit 
facilities and plant, construction management support and mentorship.  
 
Contractors can also be required to provide employment opportunities not less than a prescribed 
percentage of the contract in terms of SANS 1914-5 or be offered an incentive bonus should a 
contract participation goal set in terms of SANS 1914-5 be equalled or exceeded 
 
Development support may, however, be provided in a much more targeted, focused and 
measurable manner should key performance indictors (KPI) be established for large projects and 
bonus incentives be paid if the Contractor equals or exceeds the performance targets set.  
 
For example, KPIs can be established in respect of: 
 
 training outcomes e.g. number of persons attending and passing specified training courses; 
 contractor development outcomes such as the number of contractors improving their CIDB 

contractor grading designations over the duration of the contract; 
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 new enterprise formation in classes of works where there is a scarcity of black owned 
businesses;  

 number of persons employed in terms of the EPWP requirements; and  
 the attainment of contract participation goals measured in terms of the SANS 1914 families 

of standards for targeted construction procurement;  
 number of experiential opportunities offered to those who have completed specific 

learnerships;  
 number of employees who are learners at a university and who are undergoing experiential 

training so that they may complete their qualification in fulfilment of requirements for 
registration with the Engineering Council of South Africa; 

 etc 

4.2 Partnering approach 

 
The UK Treasury in its Procurement Guidance Note 4 (Teamwork, Partnering and Incentives) 
describes partnering as extending the practice of common sense team working by adding the 
need for a more formal structure to be agreed by the parties which: 
 
 identifies the common goals for success; 
 sets out the common resolution ladder for reaching decisions and solving problems; 
 identifies the targets that provide continuous measurable improvements in performance; 

and  
 sets out gain share and pain share arrangements (incentives) where these are not included 

within formal contracts. 
 
This same guide states in its introduction that “Team working, partnering and incentives are not 
soft options that create a cosy environment to work within. They are hardnosed management 
techniques that deliver the aspect that are of value to the client by minimizing or eliminating 
wasteful activities not directly contributing.” 
 
Partnering means working together in a way that suits the particular partners and the particular 
project or service being procured. There is no standard template for partnering. There are, 
however, key elements which determine whether or not a particular procurement process is likely 
to yield the benefits from a true partnership.  
 
The key words associated with partnering are: 
 

 co-operation; 
 openness; 
 shared standards; 
 common objectives; 
 respect for each partner’s motivation; and 
 trust 

 
Partnering is about sharing costs, risks and rewards. Most partnerships commence as an 
experiment into partnering on a single project and progress to a long-term relationship of mutual 
trust. Partnering can be considered to be a business ethic that can be adopted on all projects 
regardless of procurement route or particular form of contract. 
 
Partnering draws upon the strengths and expertise of the different partners in a way that is 
specific to a project so that all partners can enjoy the benefits. Partnering is ideally suited to 
complex activities and large projects, the specific benefits being: 
 
 improved budgeting (all partners have an input to cost projections); 
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 better programming (joint programming means more realistic programming and all partners 
have an interest in meeting programme dates); and 

 enhanced quality i.e. fitness for purpose (the close involvement of both the institution as 
client and the contractor at the design stage yields dividends for the project / service end 
user). 

 better safety and environmental standards (genuine early involvement of the parties in 
these processes); 

 reduced wasted time (reduced risk exposure to litigation due to better management of 
dispute resolution; increased productivity and lower administrative costs by avoiding 
defensive work and case building, claims administration); 

 reduced contract management costs (improved financial performance through lower costs 
and better cash flows as disputes, claims and the withholding of payments are avoided); 

 genuine teamwork (optimum balance between design a buildability; creation of a team 
environment that encourages innovation and more effective application of value 
management and personal satisfaction amongst project participants);  

 greater predictability in outcomes; and 
 sharing of expertise and systems. 
 
It can also, however, be used to pursue social development objectives by bring the project team 
together and directing their creativity and experience to set and achieve KPIs in the execution of 
the project as set out in 4.1 (see Figure 1). This approach has significant advantages over the 
setting of targets prior to the assembly of the project team as such targets may be refined with 
the inputs of those who are responsible for delivering the project. As such, it removes the “shot 
gun” approach to social development through construction projects as it allows greater flexibility 
in tackling the issues and allows decisions to be made on a case by case basis as additions can 
be made at any point in time to the partnering schedule. 
 

 
 
 
 
 
 
 
 
 
 

Figure 1: Partnering Schedule 
 
Partnering is ideally suited to multi-year programmes as it allows the project team to work 
together in the first instance to ensure that the budgets are spent and in the second instance to 
optimise socio economic deliverables when the scope of work is being developed in response to 
changing socio-economic requirements.  
 
The process must begin with commitment from the top. As a minimum, the employer, the lead 
designer and contractor must embrace and commit to the concept. Each project will have its own 
objectives and may be considered a success when there is a high level of satisfaction with the 
outcomes amongst all partners and stakeholders. The typical activities associated with partnering 
are outlined in Figure 2. It is advisable to engage a facilitator to conduct partnering workshops in 
the initial stages of a project so that the team can find common ground and engender a culture of 
working together. 
 
The NEC3 family of contracts provide a standard partnering option (See Appendix A) in the 
Professional Service Contract, the Term Service Contract and the Engineering and Construction 
Contract to facilitate the implementation of partnering techniques. 
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Leaving 
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Key 
performance 
indicator 

Target Measurement 
arrangement 

Amount 
of 
payment 
if target is 
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or 
improved 
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5 PROFESSIONAL SERVICE REQUIREMENTS 
 
A client needs to procure the following services: 
 
1) programme management; 
2) design  
3) construction 
 

Decide to partner 

Obtain commitment at a 
senior level 
Establish institutional 
arrangements to facilitate 
partnering 
Identify basic objectives and 
extent of the project 

Select partners 

Solicit tender offers  

Evaluate tender offers and 
award contracts 

Initiate partnering 

Conduct partnering 
workshops / strategy 
meetings / team building 
sessions 
Identify objectives of the 
finished project and the 
objectives of the partners 
Determine the: 
 partnering principles that 

will apply; 
 procedures that are to be 

followed; 
role of each partner in the 
project; 
Develop and agree 
partnering schedule 

Monitor performance 

Establish monitoring criteria 
Conduct regular team 
reviews  
Undertake periodic 
performance evaluation 
Implement appropriate 
corrective actions 
Undertake final team review 

 

Figure 2: Typical processes associated with partnering approaches 



 11

At the same time, a client needs to establish a decision making body to make the necessary 
decision so that the construction works may proceed i.e. a Service Delivery Committee needs to 
be fully empowered receive reports from and to act upon advice received from the Programme 
Manager and to instruct the Programme Manager as to what the precise Employer requirements 
are in relation to the programme..  
 
The typical services which a programme manager and the design consultant are required to 
perform, where a client has established a Service Delivery Committee are set out in Appendix B. 

6 PROPOSED MODELS 

6.1 Option 1: Programme management approach (design by employer) 

 
The service delivery model adopted for the multi-year programme (between 3 and 5 years) for 
this option is as shown in Figure 3. The Employer will procure the services of a Programme 
Manager to manage the delivery of the works, a Design Consultant to design the works and to 
monitor the quality of the constructed works and a Contractor to construct the works. A 
competitive selection process is followed to appoint these participants, primarily based on quality 
(functionality criteria). The Contractor will be selected on the basis of quality (functionality) 
parameters and fee percentages for overheads and profit and related financial parameters.  

 
 
The Programme Manager acts as the “Employer” in the professional service contract with the 
Design Consultant, save for making the payments due, and as the Project Manager/ Principal 
Agent in the construction works contact with the Contractor. The Department (Employer) only 
interfaces with the Contractor and Design Consultant through the appointed Programme 
Manager.   
 
The Programme Manager is responsible for converting the business plan into work packages for 
the Design Consultant who will develop the scope of work for the Contractor and provide the 
drawings and specifications for each work package which will involve a single identified site 

Employer’s 
representative 

Employer

Programme manager 
(PSC) 

Design consultant  
(PSC)

Contractor 
(ECC – option C or D) 

Subcontractor  
(ECSC, ECSS or ECS) 

Service provider  
(TSSC) 

Supplier 
(SC or SSC)

Figure 3:  Proposed service delivery model: programme 
management (design by employer) 

Legend for NEC3 contracts 
PSC:    Professional Services Contract 
ECC:    Engineering and Construction Contract 
ECSC: Engineering and Construction Short contract 
ECS:    Engineering and Construction Subcontract 
ECSS:  Engineering and construction Short  

Subcontract    
SC:       Supply contract 
SSC:     Supply short subcontract 
TSSC:   Term service short contract 

Project steering committee 

Supervisor 

Project 
manager 
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where facilities are to be constructed. The Programme Manager and Design Consultant will 
provide services in accordance with the stages outlined in Figure 4 and detailed in Appendix B.  
 
 
 
 
 
 
 
 
 
 
 
 
  
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 4: Stages of delivery of a project 
 
Projects (work packages) identified by the Programme Manager and developed to stage 4: 
Production Information will be: 
 
1) constructed by the Contractor on the basis of: 

 
a) a target price for the project being fixed before commencing with construction i.e. a 

guaranteed maximum price, which comprises a forecast of the probable cost of the 
constructing and commissioning of the works and is agreed with the Employer and 
the Programme Manager including all risks for construction and commissioning and 
the Contractor’s fee (mark-up);  

b) the target price being amended whenever a change in the scope of the work occurs 
which has an effect (upwards or downwards) on the price; 

c) the total project cost being maintained within a margin of 10% affordability so that if 
the target exceeds the affordability limit, the Programme Manager, Design 
Consultant and Contractor provide an economic solution without prejudicing the 

Stage 1: Preparation 
Development of strategic brief which defines project objectives, 
business need, acceptance criteria and client priorities and aspirations 

Stage 2: Concept 
Development of initial design which establishes the detailed brief, scope, 
scale, form, social development goals and budget for the project 
(Concept report)

Stage 3: Design development 
Detailed development of approved concept to establish detailed form, 
character, function, cost plan and social development targets for the 
project  

Stage 4: Production information 
Final detailing, performance definition, specification, sizing and 
positioning of all systems and components enabling either construction 
or the production of manufacturing and installation information 

Stage 5: Manufacture, Installation and Construction 
Information: 
Definition of the fabrication, manufacturing details and installation of all 
components. 

Stage 6: Post Practical Completion 
Dealing with outstanding issues and feedback and assisting 
with familiarising Project users with the design of the Works  

Instruct contractor to 
proceed with a project or 
call for tenders from 
SMME contractors 
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functionality or design of the scheme to reduce the total project cost within the 
affordability margin; and  

d)    the Contractor being paid his direct costs of employing people, the actual incurred 
cost of equipment, plant and materials and actual payments to subcontractors plus a 
fee for overheads and profits, provided that this amount does not exceed the target 
price; and 

e) the final amount paid to the contractor being the lesser of the contract price and his 
cost plus his fee together with an agreed portion of the difference between the target 
price and this latter amount; or 

 
2) constructed by an SMME contractor who is contracted on a “one-off” basis by the 

Employer, based on a priced contract with bill of quantities following a competitive 
tendering process. 

 
The major portion of the works, however, will be carried out by the Contractor.  
 
The abovementioned target contract is a development of cost reimbursable contracts; the idea 
being that a target is set jointly by the parties to serve as a motivation to decrease and control 
costs.  Financial risks are shared, proportionally through the Contractor’s share percentages, 
between the Employer and the Contractor.  The Contractor develops and prices either an activity 
schedule or bills of quantities for each project (site), based on the documentation (production 
information) submitted by the Design Consultant and Programme Manager, in order to arrive at a 
target cost. The Programme Manager advises the Employer on the reasonableness of the price 
for the works and finalises the target price for the package with the Contractor. Thereafter the 
Programme Manager provides cost control services and acts as the Project Manager / Principal 
Agent in the construction contract with the Contractor.  
 
The Contractor maintains records of all: 
 
 goods received notes; 
 amounts paid to subcontractors together with details of how the amounts were calculated; 

and 
 daily allocation records for his staff and usage of equipment and plant.  

6.2 Option 2: Programme management approach (develop and construction) 

 
This option is very similar in approach to option 1, the main difference being that the Design 
Consultant appointed by the Employer performs the services associated with Stage 1 
(Preparation) and Stage 2 (Concept) and the Contractor appoints a Design Consultant to  perform 
the services associated with Stage 3 (Design Development), Stage 4 (Product Information) and 
Stage 5 (Manufacture, Installation and Construction Information). The Employer, typically retains 
the services of his appointed Design Consultant to review the Contractor’s outputs of Stages 3 to 
5 for consistency with the Concept Report that was developed in Stage 2, to act as the 
Supervisor, in terms of the contract with the Contractor and to perform services associated with 
the Stage 6 (Post Practical Completion).    

6.3 Option 3: Management contracts  

 
In this option, the Employer outsources the entire programme to a Management Contractor 
whose responsibilities in essence are to translate the business plan into work packages and to 
manage the work packages. The Employer only interfaces with the Contractor through his 
appointed Project Manager. The Employer also appoints a Supervisor to ensure that the quality of 
the works is in accordance with the requirements of the Contract.  
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The Management Contractor's responsibilities for construction work are the same as those 
undertaken by a contractor responsible for designing and constructing construction works in 
terms of options 1 and 2. The Management Contractor, however, only manages the project and is 
required to subcontract the design, the provision of site services and the construction and 
installation of works to others. (See Figure 5) 
 
A competitive selection process is followed to appoint the Management Contractor, primarily 
based on quality (functionality criteria). The scope of work establishes the procedures which the 
Management Contractor has to follow to procure the services of the Deign Consultant, 
Contractors and others. These procedures can be framed around the requirements of the CIDB 
Standard for Uniformity in Construction Procurement and SANS 294, Construction Procurement 
Processes, Procedures and Methods. 
 
The Contractor is paid the amount due to Subcontractors for work which the Contractor has 
subcontracted, plus the cost of any work carried out by the Contractor himself, less any 
disallowed cost, plus a fee. The Contractor is required to keep records of accounts of payment of 
costs, proof that payment has been made, communications about and assessment of amounts 
due to Subcontractors etc. 
 
The Management Contractor’s Fee will increase as Subcontractors' prices increase due to 
changes in the scope of work. However, he will not receive separate payment for his work in 
dealing with changes in the scope of work and he will not receive any additional fee for work on 
changes in the scope of work which does not lead to an increase in Subcontractors' prices.  
 

 
  
 

Employer 

Legend for NEC3 contracts 
PSC:    Professional Services Contract 
ECC:    Engineering and Construction Contract 
ECS:    Engineering and Construction Subcontract 
ECSS:  Engineering and construction Short 

Subcontract  
SC:       Supply contract 
TSSC:   Term service short contract 

Project  Manager (PSC) 

Management Contractor (ECC 
– Option F)

Figure 5: Management contract 

Subcontractors (ECC, 
ECSC, ECS or ECSS) 

Designer (PSC) 

Supervisor (PSC) 

Service provider  
(TSSC ) 

Supplier 
(SC or SSC) 
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Appendix A: NEC3 Contracting System 
 
A.1 Introduction 
 
The NEC3 family of standard contracts is an integrated and multidiscipline set of contracts for 
engineering and construction projects. The family includes contracts for engineering and 
construction works, professional services, term services contracts and supplies. The family also 
includes back to back subcontracts for engineering and construction works. 
 
The Engineering and Construction Contract (ECC) is more than just a contract. It incorporates 
three key components, namely: 
 
 conditions of contract;  
 risk management; and  
 process/ project management. 
 
In effect, it establishes a “real time” contract management process, which may require operation 
across multiple locations and organisational boundaries. It addresses within these management 
processes the “when”, the “what” in the form of  instructions, compensation events, early 
warnings and supporting documents, and the “how” and identifies the  “who” (project manager, 
contractor and supervisor). 
 
The unique process / project management features complete with time constraints provided for in 
the Engineering and Construction Contract (ECC) are summarised and illustrated in Figure A1. 
 
The NEC3 contracts are designed to encourage collaboration and teamwork. They provide as 
such effective control of change, speedy agreement of time, quality and cost impacts of change, 
improved early forecasting of end costs, greater accuracy of end date forecasts, early warning of 
risks and potential change and quick dispute resolution mechanisms. They facilitate the proactive 
management of risk and monthly payments eliminating the need for a final account and time bars 
“contractual claims” after completion.  
 
A.2 Parties to the engineering and construction works contracts 
 
The Parties to the Engineering and Construction Contract are the Employer and the Contractor. 
The Employer appoints professional service providers to function as the Project Manager and the 
Supervisor.  
 
The Project Manager is appointed by the Employer to manage the contract and to achieve the 
Employer’s objectives. The contract grants the Project Manager considerable authority on the 
assumption that he has the Employer’s authority to carry out the actions and make the decisions 
required of him. The Project Manager is free to seek the Employer’s views as much or as little as 
his relationship and contract with the Employer requires. 
 
The Contractor will expect that all decisions which the contract envisages will be taken by the 
Project Manager within the time limits stated in the contract.  
 
The Supervisor has a separate role defined in the contract.  His main function is to check that the 
work is carried out in compliance with the Scope of Work (Works Information). This may include 
testing of materials and workmanship and observing tests which the Contractor carries out. He is 
also concerned with identifying and correcting Defects, and eventually certifying the remaining 
Defects when he issues the Defects Certificate. His activities may have financial consequences, 
but he is not directly involved in financial matters.  
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The actions of the Supervisor and Project Manager are independent of each other. There is no 
appeal from the Supervisor to the Project Manager where the actions of the Supervisor are 
questioned by the Contractor. If the Contractor is dissatisfied with an action of either the Project 
Manager or the Supervisor, his appeal is with the Adjudicator. 
 

 
A.3 Basic contracting strategies 
 
The NEC3 family of contracts furthermore provides flexibility in the procurement options and 
allocation of risk. It offers a range of options that allows a contract to be formulated to suit the 
required works or services. At the heart of the individual contracts within the family of contracts 
are core clauses which contain the common terms, to which must be added option clauses (see 
Table A1) to provide the complete contract. This approach gives even greater choice to 
contracting parties to assemble the appropriate contract conditions for specific applications and to 
appropriately allocate risk between the parties. 
 
As can be seen in Table A1, options are provided to pay contractors in a number of ways – 
activity based (or lump sum), re-measurement contract based on bills of quantities, target option, 
cost reimbursable and percentage fee. This allows risk to be allocated to a party or shared 
between parties in a number of ways, depending upon the information that is available at the time 
that the contract is concluded.  
 

Early warning to other party when aware of a matter that could: 
 Increase the total of prices 
 Delay completion 
 Impair the performance of the works in use. 
(Note contractor must notify project manager of 
compensation events within two weeks of becoming 
aware of the event) 

Parties attend early warning meeting and consider 
how matter can be avoided or reduced. 

Decision No action Action necessary 

Project Manager decides, usually within one week,  if 
matter entitles the contractor to be compensated for 
the effect on prices and the completion date 
(compensation event) 

Contractor to take necessary 
action without compensation 

No 

Yes 

Request contractor to provide alternative quotations 
within three weeks .  
Project manager replies within two weeks 

Change in 
prices 

Change in 
completion times 

Note:  Any dispute arising from the abovementioned 
process  is submitted to and settled by an 
adjudicator. Disputes may be submitted to an 
adjudicator not more than eight weeks after the 
party becomes aware of the action that triggers a 
dispute. The adjudicator provides his decision within 
eight weeks of receiving the first submission. 

Figure A1: Contract management processes contained in the ECC 
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Table A1: Schedule of main options in NEC3 contracts, the type of contract and 
suggested basis for selection of each option. 

 
Option Name (see Table 3) Typical type of contract and common application 

 
A Priced contract with 

activity schedule used 
in ECC3;ECSC3; 
PSC3; (TSC3 with 
Price List) 

Effectively a lump sum contract - Contractor / Consultant takes the bulk of 
the financial risk.  The Employer carries some risk through the 
compensation event procedure which includes Employer’s risks identified in 
Section 8.  Only used when scope of work at tender stage is fully known 
and capable of being priced and programmed. 

B Priced contract with bill 
of quantities used in 
ECC3; ECSC3.  

A re-measurement contract - transfers a little more of the risk to the 
Employer who takes a risk of his quantity assessment being changed in 
final construction.   Preferable to have scope of work completely described 
at tender stage, even if changed later. 

C Target contract with 
activity schedule used 
in ECC3; & PSC3; 
(TSC3 with Price List) 

The target options allow for a spread of risk between the priced and cost 
reimbursable extremes.  Adjusting the target share as between Employer 
and Contractor will vary the risk between one principally carried by the 
Employer to one principally carried by the Contractor, and to any stage in 
between those extremes. Used when fairly good estimates of scope and 
price can be made at tender stage, but likelihood of change after award is 
high.  Needs good resources to manage, and open book accounting. 

D Target contract with bill 
of quantities used in 
ECC3  

E Cost reimbursable 
contract used in ECC3; 
PSC3; TSC3;  

The Employer is taking the bulk of the risk but has complete flexibility.  The 
Contractor / Consultant carries some risk as he has to allow for the 
“disallowed costs”.  Used with contractors mainly on maintenance, 
refurbishment or emergency contracts when scope of work cannot be 
defined or described at award stage.  Used with consultants when work is 
done on an ad hoc basis or has a high research component. 

F Management contract 
used in ECC3 only  

A cost reimbursable contract as the Contractor is paid Defined Cost plus 
percentage fee. Intention is that contractor manages most of the work of 
others to whom he will subcontract work using any of the other main 
options.  Ideal if Employer has no resources, or lacks knowledge of the 
industry.  

G Term contract used in 
PSC3 only 

In effect a cost reimbursable contract as Consultant is only used when 
Employer requires work to be done.  Typical work and resource items are 
pre priced in a Price List and ones used are selected for each Task 
undertaken during the term of the contract.  Each Task is effectively a lump 
sum price. 

 Price List used in 
ECSC3; ECSS3 only 

Price List can be filled in three ways to provide either a priced activity 
schedule (Option A), bill of quantities (Option B), or schedule of rates 
(Option E) contract. 

Note:  PSC   = Professional Services Contract 
ECC  = Engineering and Construction Contract 
ECS   = Engineering and Construction Subcontract 
ECSS  = Engineering and construction Short Subcontract    
SC     = Supply contract  
TSC = Term Service Contract 
TSSC = Term service short contract 

 
The priced contract with activity schedule (Option A: priced contract with activity schedule) and 
the priced bills of quantities (option B: priced contract with bills of quantities) is typically used 
where the Employer is able to define accurately what he requires prior to the formation of the 
contract.  
 
Cost reimbursable contracts (option E) are used where the definition of the work to be done is 
inadequate when the contact is entered into and an early start is required. In such circumstances 
the Contractor cannot be expected to take risks. He carries minimum risk and is reimbursed his 
Defined Cost plus Fee, subject only to a number of constraints designed to motivate efficient 
working. Under Option E of the ECC, the Contractor is reimbursed his Defined Cost plus a Fee, 
basically covering his off site overheads and profit. This Fee is calculated by applying the 
tendered fee percentage to Defined Cost.  
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Option E still requires continuous forecasts of eventual outturn cost and other incentives for the 
Contractor to minimise costs during construction. It is an appropriate option where the scope of 
work is uncertain at the time when the contract is entered into, extreme flexibility is required and a 
high level of Employer involvement is envisaged.  
 
Target contracts (Options C (with activities) and D (with bills of quantities)) are a development of 
cost reimbursable contracts, the idea being that the Contractor tenders a target based on 
assumed work or a target is set jointly by the parties where the Employer sees a direct and 
significant benefit in encouraging collaboration through the target mechanism itself. Financial 
risks are shared, proportionally through the Contractor’s share percentages, between the 
Employer and the Contractor.  A Contractor may tender a target price using either an activity 
schedule (Option C) which he prepares, or a bill of quantities (Option D) normally prepared by the 
Employer.  
 
The target price includes the Contractor’s estimate of Defined Cost plus other costs, overheads 
and profit to be covered by his Fee and the Contractor tenders his Fee in terms of percentages to 
be applied to Defined Cost. During the course of the contract, the Contractor is paid Defined Cost 
plus the Fee and at the end of the contract, the Contractor is paid (or pays) his share of the 
difference between the final total of the Prices and the final Payment for Work Done to Date 
according to an agreed formula. If the final Payment for Work Done to Date is greater than the 
final total of the Prices, the Contractor pays his share of the difference. This motivates the 
Contractor to decrease costs.  

 
The target under Option C is adjusted for compensation events; whist under Option D, the target 
is adjusted for compensation events and remeasurement.  
 
Under a Management Contract (Option F) the Contractor’s responsibilities for the construction 
works are the same as those under the other main options although he does not normally carry 
out any construction work himself. The Contractor’s work mainly applies to the construction phase 
although he can be appointed for pre-construction services. He is paid a Defined Cost (which is 
mainly payments to subcontractors)  plus a tendered percentage Fee.  
 
The Contractor is responsible for supplying management services and completing or advising on 
design if required. If the Contractor is responsible for design he will be appointed on a design and 
manage basis.  In management contracts design, construction and installation are intended to be 
subcontracted by the main Contractor using the ECS subcontract agreement and the PSC. The 
Contractor’s principal role is management of the works packages.  
 
A4  Fees and costs 
  
Defined Cost is the Contractor’s costs incurred within the Working Areas (i.e. the areas used 
solely for the woks), i.e.  
 
1) The total direct costs of employing people. 
2) The actual incurred cost of Equipment. 
3) The actual incurred cost of Plant and Materials (including any discounts etc). 
4) The actual payments to Subcontractors (including the Subcontractor’s Fee). 
 
The Fee is any other costs incurred by the Contractor plus an allowance for profit. The costs are 
generally limited to head office overheads. To this is added the costs incurred outside the 
Working Areas in manufacturing and fabrication and design. 
 
There are two Schedules of Cost Components (SCC) and they have two uses: 
 
1) They define the cost components, which are included in an assessment of changed costs 

arising from a compensation event. 
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2) They define the cost components for which the Contractor will be directly reimbursed.  
 
The inclusion of a cost element in the SCC does not necessarily entitle the Contractor to payment 
of all costs incurred.  The Disallowed Costs identify the circumstances in which costs will be 
excluded from Defined Cost. Disallowed Cost is cost which the Project Manager decides:  
 
 is not justified by the Contractor’s accounts and records 
 should not have been paid to a Subcontractor or supplier in accordance with his contract; 

or 
 was incurred only because the Contractor did not follow an acceptance or procurement 

procedure stated in the Works Information or give an early warning which the contract 
required him to give 

 
and the cost of  
 
 correcting Defects after Completion; 
 correcting Defects caused by the Contractor not complying with a constraint on how he is 

to Provide the Works stated in the Works Information; 
 Plant and Materials not used to Provide the Works (after allowing for reasonable wastage) 

unless resulting from a change to the Works Information; 
 resources not used to Provide the Works (after allowing for reasonable availability and 

utilisation) or not taking away from the Working Areas when the Project Manager 
requested; and  

 preparation for and conduct of an adjudication or proceedings of the tribunal. 
 
The Price for Work Done to Date is the total Defined Cost which the Project Manager forecasts 
will have been paid by the Contractor before the next assessment date plus the Fee. 
 
A.5 Partnering arrangements  
 
A partnering option X12 is provided for in all the NEC3 contracts to facilitate partnering amongst 
any of the project participants. This option, which must be used with an NEC standard contract 
(ECC, PSC, TSC or ECSC), may be used in bi-party contracts or multi-partnering contracts.  
 
Option X12 establishes a Core Group comprising the Partners and establishes the manner in 
which the Partners are to conduct themselves.  
 
Option X12 allows for collective or individual incentivisation through the provision of Key 
Performance Indicators. A Partner is paid the amount stated if the performance target is achieved 
or improved upon. This is made part of the amount due in the Partner’s own contract. If one 
partner lets the others down for a particular target by poor performance, then all loose the bonus 
for that target.  
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Appendix B: Generic professional services associated with the proposed 
service delivery model 
 
The Consultant shall, as necessary and as required, provide the following professional services to 
in connection with each and every project flowing out of the programme: 
 
1) services of a general nature as set out in Table B.1. 
2) services relating to the six stages of the project as set out in Table B.2; and 
3)   services relating to contract administration and construction monitoring services as set 

out in Table B.3. 
 
Table B.1: General services  
 
Programme Management Design Consultant 
 Act as the employer’s fully empowered representative in 

terms of the contract with the Design Consultant. 
 Establish overall strategy for delivery of the Programme  
 Lead project team in the design definition and 

procurement of works 
 Receive advice, information, and reports from the Design 

Consultant and present to Service Delivery Committee 
 Receive notifications of decisions and instructions from 

the Service Delivery Team and give them to Design 
Consultant. 

 Monitor projects with the programme 
 Liaise and co-operate with Service Delivery Committee, 

Design Consultant and Contractor.  
 Initiate, agree and implement communication reporting 

and authorization procedures between Service Delivery 
Committee, Design Consultant and Contractor. 

 Provide information when reasonably required 
 Ascertain Service Delivery Committee’s mandatory 

procedures and develop compatible working methods and 
procedures. Initiate, agree and implement management 
procedures. 

 Initiate, agree and implement risk management 
procedures.  

 Initiate and operate value and quality management 
procedures 

 Initiate and implement change management procedures 
so that scope, programme and cost changes are 
documented and monitored. Direct changes where within 
limits of authority. Obtain Service Delivery Committee 
instructions prior to directing material changes beyond 
such limits. 

 Comply with health and safety legislation and direct 
health and safety risk management process. 

 Advise Services Delivery Committee of delay or 
anticipated delay in design programmes. Agree 
adjustments and co-ordinate mitigation.  

 Agree procedures for conveying, chairing, attendance 
and frequency for Service Delivery Committee meetings. 

 Attend Service Delivery Meeting and record meeting 
proceedings and distribute to attendees ahead of next 
meeting. 

 Agree records of work to be kept, retention period and 
means of storage and keep.   

 Co-ordinate and integrate the design prepared by the 
design team  

 Co-ordinate advice on design related issues and advise 
 Lead and co-ordinate submissions to statutory 

authorities, as necessary. 
 Provide information when reasonably required 
 Agree and implement management procedures.  
 Agree and implement risk management procedures 
 Agree and implement value and quality management 

procedures. 
 Agree and implement change management procedures 

so that scope, programme and cost of changes are 
documented and monitored. 

 Comply with health and safety legislation and carry out 
risk management processes, as necessary. 

 Advise of delay or anticipated delay in design 
programme. Agree adjustments and mitigate.  

 Agree procedures for and attend Service Delivery 
Committee meetings.  

 Attend Service Delivery Meetings when requested by 
the Programme Manager to do so. 

 Agree records of work to be kept, retention period and 
means of storage and keep.   
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Table B.2: Services required in each stage of the development of a project 
 
Stage  Activities within a stage 
No Description Description of  stage Programme Manager Design Consultant 
1 Preparation Stage 1 comprises the 

development of  the Strategic 
Brief defining the Project 
objectives, business need, 
acceptance criteria and client 
priorities and aspirations; and 
describes the criteria, including 
the function, mix of uses, scale, 
location, quality, cost, time, 
safety, health, social 
development targets, 
environment and sustainability 

 Instruct Design Consultant to proceed with stage 1 for a 
Project. 

 Identify together with the Service Delivery Committee needs 
and aspirations and priorities for Project 

 Advise Service Delivery Committee on Project objectives; 
Project requirements; key issues influencing the design, 
costs and socio economic development opportunities; need 
for initial studies and information gathering to assist in 
establishing the business case; prioritizing Project 
objectives; need for specialist services; and content on 
Strategic Brief. 

 Provide cost input to Strategic Brief  
 Compile and present Strategic Brief for a Project for approval 

by the Service Delivery Committee. 
 Finalise Strategic Brief following interactions with the Service 

Delivery Committee. 

 Receive instructions from Programme Manager to proceed 
with stage 1 for a Project. 

 Co-ordinate inputs from different design disciplines 
 Provide advice in establishing Project objectives; Project 

requirements; key issues influencing the design and socio 
economic development opportunities; need for initial studies 
and information gathering to assist in establishing the 
business case; prioritizing Project objectives; need for 
specialist services; and content on Strategic Brief. 

 Carry out initial studies and collate data relevant to the design 
input to the Strategic Brief and advise. 

 Provide design input to Strategic Brief  
 Collaborate and assist in preparation and finalization of the 

Strategic Brief. 

2 Concept Stage 2 comprises the initial 
design to establish the detailed 
brief, scope, scale, form, and 
budget for the Project; the stage 
includes site studies, the 
establishment of initial design 
criteria and cost estimates, the 
identification of opportunities for 
achieving  social development 
objectives and the selection by 
the Service Delivery Committee 
of a preferred design option for 
development in Stage 3 

 Issue Design Consultant approved Strategic Brief and 
instruction to proceed with a project. 

 Based on Strategic Brief, make initial proposals on budget 
viability. 

 Assemble proposals on design and technical viability and 
budget viability and submit to Services Delivery Committee 
and obtain instructions.  

 With Design Consultant and Contactor, review Strategic Brief 
in light of information received, test against Service Delivery 
Committee’s objectives. Advise Services Delivery Committee 
and obtain instructions. 

 Establish statutory permissions procedures and make 
necessary arrangements for obtaining statutory notices. 

 Receive advice on physical restrictions that might affect the 
Project. Submit to Services Delivery Committee and obtain 
instructions. 

 Prepare with Design Consultant and Contractor, initial 
programme for the delivery of the design and construction. 
Submit to Services Delivery Committee and agree. 

 Comment on cost implications of issues raised in desk study. 
 Submit findings of desk study to Service Delivery Committee 

and obtain instructions. 
 Submit matters, regulations or guidelines with which the 

Project must comply and which may have a significant 
impact or cost implication to the Services Delivery 
Committee and obtain instructions. 

 Advise Services Delivery Committee of need for specialist 
advice, surveys  or studies and additional services and 

 Receive from Programme Manager approved Strategic Brief 
and instruction to proceed with a project.  

 Develop design approach. 
 Based on Strategic Brief, make initial proposals on design 

and technical viability. 
 With Programme Manager and Contactor,  review Strategic 

Brief in light of information received, test against Service 
Delivery Committee’s objectives and advise.  

 Assist in establishing statutory permissions procedures. 
 Make enquiries of utility providers. Advise on implications of 

findings on design. 
 Receive and review information received from the Services 

Delivery Committee. 
 Visit site, carry out initial appraisal and advise of physical 

restrictions that might affect the design and cost.  
 Advise on initial programme for delivery of the design and 

construction.  
 Prepare desk study collating information reasonably available 

relating to the site and comment on matters affecting options 
for design. 

 Advise on matters, regulations or guidelines with which the 
Project must comply or may have significant impact on the 
design. 

 Advise on need for: 
- specialist advice and scope of services; 
- topographical, dimensional  and  geotechnical surveys of 

the site and surroundings;  or 
- specialist studies or surveys. 
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Stage  Activities within a stage 
No Description Description of  stage Programme Manager Design Consultant 

obtain instructions. 
 Report results of surveys, specialist studies etc relevant to 

design input to Services Delivery Committee and obtain 
instructions. 

 Periodically review development of the design for conformity 
with Strategic Brief. Submit impact of changes to the 
programme, budget or Strategic Brief to Services Delivery 
Committee and obtain instructions. 

 Advise Services Delivery Committee on need for quality 
assurance or socio-economic monitoring schemes, defects 
insurance and product guarantees and obtain instructions.  

 Advise Services Delivery Committee on primary design 
criteria and initial cost estimates and strategy for use and 
maintenance of elements of the works and future 
construction. Obtain instructions.  

 Contribute to risk assessment and develop proposals for 
mitigation. Report on proposals for risk mitigation and impact 
on design, programme and budget to Services Delivery 
Committee and obtain instructions. 

 Prepare option studies to assist the Design Consultant in 
testing options against Strategic Brief in relation to cost, cost 
effectiveness and procurement. Support investigation of 
alternative design solutions. 

 Prepare cost plan for Stage 2 report, compile stage 2 report. 
 Prepare and maintain cash flow forecasts for monitoring 

expenditure. 
 Formulate strategy to promote social development objectives 

in the execution of the Construction Contract. 
 Advise Service Delivery Committee on effect or market 

conditions including forecasts of construction cost inflation.  
 Submit Stage 2 report and submit to Services Delivery 

Committee. Obtain instructions 

 Co-ordinate the carrying out of surveys, specialist studies etc 
relevant to design input and advise.  

 Periodically review development of the design for conformity 
with Strategic Brief. Advise and assess on impacts of 
changes to the design or Strategic Brief. 

 Advise on need for quality assurance or socio-economic 
monitoring schemes, defects insurances and product 
guarantees. 

 Develop and establish primary functional requirements and  
design criteria including durability, maintenance, design life 
and environmental policy. 

 Develop strategy for use and maintenance of elements of the 
works and future construction 

 Contribute to risk assessment and develop proposals for 
mitigation.  

 Prepare design options and test options against Strategic 
Brief and investigate alternative design solutions. 

 Establish preferred design option and prepare information 
including concept design drawings, preliminary design 
information in the form of sketches, conceptual schematic 
and design notes, general arrangement plans, elevations, 
concept details and outline performance specifications, 
sufficient to describe the scope, scale, form and character of 
the works,. for stage 2 report. 

 Assist in preparation and maintenance of cash flow forecasts 
for monitoring expenditure. 

 Assist in formulating strategy to promote social development 
objectives in the execution of the Construction Contract. 

 Prepare and assemble Stage 3 report for approval. 
 Receive and with Programme Manager, discuss and agree 

Service Delivery Committee comments or amendments to 
Stage 2 report. Advise on impact of any amendments or 
additional requirements and agree changes. 

 Receive Service Delivery Committee’s approval of the Stage 
2 report. 

3 Design 
development 

Stage 3 comprises the detailed 
development of the approved 
concept to establish the 
detailed form, character, 
function and cost plan as well 
as the strategies that are to be 
adopted to the address social 
development objectives for the 
Project; during this stage all 
components are defined in 
terms of overall size, typical 
detail, performance and outline 
specification 

 Obtain from Service Delivery Committee instruction to 
proceed with stage 3 and issue such instruction to Design 
Consultant. 

 Review scope of services and agree procedures to meet 
project objectives 

 Prepare cash flow forecasts and monitor expenditure against 
cost plan and report. 

 Advise on effect of market conditions including forecasts of 
construction cost and inflation. 

 Advise Design Consultant on cost and cost effectiveness of 
design options and strategy for use, maintenance and future 
construction. 

 Receive instruction from Programme Manager to proceed 
with stage 3. 

 Review scope of services and agree procedures to meet 
project objectives. 

 Prepare design option studies for elements of various parts of 
the works, test against Stage 2 report, and agree with 
Programme Manager the preferred design option. 

 Develop strategy for use, maintenance and future 
construction and report to Programme Manager. 

 Receive and advise on outputs of specialist studies and 
surveys and incorporate into the design 

 Integrate into the works, the design requirements of the 
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Stage  Activities within a stage 
No Description Description of  stage Programme Manager Design Consultant 

  Agree options and strategy for use, maintenance and future 
construction with Service Delivery Committee.  

 Direct specialists and suppliers to contribute to the design 
(wholly or part) and obtain instructions from Service Delivery 
Committee.  

 Receive and advise on outputs of specialist studies and 
surveys and incorporate into the cost plan. 

 Review the development of the design and requirements of 
specialists and suppliers for conformity with cost plan.  

 Value payments to specialists for specialist studies and 
authorize payment by the Employer for such studies. 

 Advise on cost implications of compliance with regulations. 
 Provide cost information for liaison with utility providers.  
 Monitor finalization of design criteria and obtain approval 

from Service Delivery Committee.  
 Report to Service Delivery Committee with samples of 

proposed materials and obtain approval.   
 Advise on procurement and cost implications of agreed 

scope of performance and prescriptive specifications. 
 Receive advice on scope of performance and prescriptive 

specifications and procurement and obtain approval from 
Service Delivery Committee.  

 Manage and monitor Design Consultant’s liaison and 
consultations with statutory authorities to agree submission 
requirements and arrange for payment of required fees.   

 Assemble cost plan and reports for inclusion in Stage 3 
report.  

  Receive Stage 3 report and submit to Services Delivery 
Committee for approval.   

 Obtain, and with Design Consultant, discuss and agree 
Service Delivery Committee comments and or amendments 
to stage 3 report. Advise on impact of any amendments or 
additional requirements, particularly those that impact upon 
cost, and agree changes. Submit agreed Stage 3 report to 
Service Delivery Committee for approval.  

 Obtain Service Delivery Committee approval of Stage 3 
report. 

 

various disciplines.  
 Integrate into the design the design and requirements of 

specialists and suppliers.  
 Incorporate into the design requirements of the utility 

providers. 
 Advise on payments to specialists for specialist studies.  
 As the design develops, review compliance with regulations. 
 Prepare calculations in sufficient detail to facilitate and verify 

design development. 
 Co-ordinate and liaise with utility providers regarding the 

provision of incoming services.  
 Finalise design criteria. 
 Prepare samples of proposed materials.  
 Develop actions for risk mitigation and assess with 

Programme Manager, impact on the design, programme and 
cost. 

 Advise on approximate quantities of principal elements to 
assist in developing the cost plan.  

 Establish critical construction details, tolerances, 
performance tolerances and anticipated movements defining 
critical co-ordination clearances. 

 Advise on scope of performance and prescriptive 
specifications and procurement implications.  

 Lead and co-ordinate consultations with statutory authorities 
to agree submission requirements and advise on fees for 
statutory permissions.   

 Prepare design development drawings defining detailed form, 
function, and character of works. Define primary components 
in terms of overall size and typical detail. Include general 
arrangement plans, sections, elevations and details in 
drawings in sufficient detail to show design intent. 

 Prepare outline specifications for components of works 
defining performance and quality. 

 Assemble reports, advisory notes, design development 
drawings, outline specifications and any visualizations for 
inclusion in Stage 3 report. Prepare and assemble Stage 3 
report for approval. 

 Receive and with Programme Manager, discuss and agree 
Service Delivery Committee comments or amendments to 
Stage 3 report. Advise on impact of any amendments or 
additional requirements and agree changes. 

 Receive Service Delivery Committee’s approval of the Stage 
3 report. 

4 Production 
information 

Stage 4 comprises the final 
detailing, performance 
definition, specification, sizing 
and positioning of all systems 

 Obtain from Services Delivery Committee instructions to 
procedure with Stage 4. 

 Review scope of services and agree procedures to meet 
project objectives. 

 Receive instruction from Programme Manager to proceed 
with stage 4. 

 Review scope of services and agree procedures to meet 
project objectives. 
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Stage  Activities within a stage 
No Description Description of  stage Programme Manager Design Consultant 

and components enabling either 
construction, where the 
Contractor is able to build 
directly from the information 
prepared or the production of 
manufacturing and installation 
information for construction 

 Prepare updated design programme. 
 Update Services Delivery Committee on changes to cost and 

programme.  
 Undertake cost check exercises to monitor cost of the design 

based on production information drawings and schedules. 
Update cash flow projections.   

 Prepare bills of quantities. 

 Advise on the updating of the design programme. 
 Develop production information in conformity with Stage 3 

Report. 
 Periodically review development of the design for conformity 

with Stage 3 Report. Assess need for changes and advise 
Programme Manager on impact on cost and programme.  

  Prepare drawings and calculations and integrate information 
from suppliers, Contractor and specialists.  

 Prepare production information drawings and schedules for 
construction or preparation of manufacturing and installation 
drawings, excluding drawings and designs for temporary 
formwork and shop fabrication where such work is to be 
undertaken by the Contractor.  

 Receive setting out information and dimension drawings 
accordingly.  

 Prepare detailed specifications defining performance, quality 
and maintenance requirements for the works.  

5 Manufacture, 
Installation 
and 
Construction 
Information 

Stage 5 comprises the review, 
for adherence to general design 
intent, manufacture, installation 
and construction information 
prepared by others based on 
the Design Consultant’s 
production information; and the 
review, for adherence to 
general design intent, of the 
construction of the works. 

 Initiate, agree and implement refined reporting procedures for 
stage 5. 

 Lead and operate change managements system. Receive 
proposals and advise on cost implications of draft instructions 
for varying Project before issue. 

 Receive advice on programme for submission of 
manufacture, installation and construction information to 
meets needs of procurement, pre-installation, testing and 
contract requirements. Report to Service Delivery Committee. 

 Receive review of manufacture, installation and construction 
information for conformity with production information and 
comment on cost implications. 

 Give instructions as necessary following: 
- the receipts of the report on the review or approval of 

samples of materials, components and assemblies for 
conformity with contract requirements; 

- advice and comment on Contractor’s method statements 
in so far as they reflect on the design intent for the works;  

- the receipt of the report for special inspections or tests 
during construction; 

- the receipt of the report on the monitoring of progress with 
completion of manufacture, installation and construction 
information; 

- the receipt of the report of the witnessing of  final testing 
to demonstrate performance of materials, components 
and assemblies. 

 Attend meetings as required and agreed. 
 Prepare periodic cost reports including: 

-financial statements 
-reconciliation of changes 

 Agree and implement refined reporting procedures for stage 
5. 

 Work within change management system. 
 Provide supplemental information required to clarify 

production information drawings and specifications. 
 Review programme for submission of manufacture, 

installation and construction information to meet needs of 
procurement, pre-installation, testing and contract 
requirements. 

 Receive and review manufacture, installation and 
construction information for conformity with production 
information. Determine if amendments and resubmission for 
review needed and issue comments.  

 Receive and review or approve samples of materials, 
components and assemblies for conformity with contract 
requirements. Determine if amendments and resubmission 
for review needed and issue comments.  

 Review and comment on Contractor’s method statements in 
so far as they reflect on the design intent for the works. 

 Attend meetings as required and agreed. 
 Advise on need for special inspections or tests during 

construction. 
 Monitor progress with completion of manufacture, installation 

and construction information. 
 Arrange and witness final testing to demonstrate 

performance of materials, components and assemblies. 
 Review maintenance manuals for components and systems, 

record drawings and schedules of design criteria as 
constructed. 

 Update production information, general arrangement 



Generic professional services associated   B6 
 with the proposed service delivery model     
 

Stage  Activities within a stage 
No Description Description of  stage Programme Manager Design Consultant 

-forecast final account 
-statements of payment to date 

-value of instructions issued 
-financial implications of works not yet instructed 
-financial implications of delays, extensions of time, 

acceleration or disruption to construction programme 
-cash flow 

 Monitor and evaluate social development deliverables. 

drawings and schedules, incorporating changes made during 
construction.  

6 Post 
Practical 
Completion 

Stage 6 comprises dealing with 
outstanding issues and 
feedback and assisting with 
familiarising Project users with 
the design of the Works 

 Lead and contribute to post-Project review. 
 Deal with any outstanding issues. 
 Issue responses to queries about use, maintenance and 

future construction. 
 Report on social development outcomes. 

 Contribute to post-Project review 
 As required, liaise with Project users and train in use of 

systems 
 Deal with any outstanding issues 
 Respond to queries about use, maintenance and future 

construction 

 
 
 



Generic professional services associated   B7 
 with the proposed service delivery model     
 

Table B.3: Contract administration and construction monitoring services 
 
Programme Manager Design Consultant 
 Establish policy for site, progress and other meetings.  
 Define and agree procedures for convening, chairing, 

attendance, function, frequency and responsibility for 
recording site progress and other meetings and 
circulation of information. Attend meetings as required. 

 Develop and agree a cost model for the development of 
the target price. 

 Agree the target price with the Employer and Contractor. 
 Initiate, agree and implement reporting procedures. 
 Issue information for the purposes of the Construction 

Contract. 
 Agree arrangements for site staff with Contractor. 
 Receive advice on and issue notices and instructions 

under Construction Contract. 
 Receive advice on monitoring that construction of the 

works is generally in accordance with the Construction 
Contract and on need for instructions to be issued under 
Construction Contract. Issue instructions. 

 Receive advice on Contractor proposals for any 
corrective action and review. Issue instructions under 
Construction Contract, as appropriate. 

 Monitor visits to Subcontractors’ and manufacturers’ 
premises to inspect fabrication of materials, components 
and assembles prior to delivery to Site. 

 Receive reports on testing of materials, components and 
assemblies for compliance with specification. 

 Receive advice on need for special inspections or tests 
during construction and issue instructions under 
Construction Contract. 

 Receive applications for payment from Contractor, 
prepare valuations, issue certificates for payment to 
Contractor and submit to Employer. Advise regarding 
deductions. 

 Agree and certify total of Contractor’s  actual cost  
 Respond to requests for information in accordance with 

Construction Contract. 
 Receive requests for extensions of time and claims from 

Contractor. Receive advice from Design Consultant. 
Administer Construction Contract in relation to extensions 
of time and claims. 

 When Contractor advises works nearing Practical 
Completion, agree procedures for achieving Practical 
Completion. Receive advice on inspections and works not 
in conformity with Construction Contract. When Practical 
Completion achieved carry out procedures under 
Construction Contract  and notify Employer. 

 Receive advice on monitoring of progress with regard to 
works not in conformity with Construction Contract. Give 
instructions as appropriate. 

 When Contractor advises works finally complete, agree 
procedures for final completion. Receive advice, review 
and arrange final completion under Construction 
Contract. Notify Employer. 

 Report monthly on the financial status of the project and 
the expenditure profile. 

 Validate, negotiate and agree the final account including 
share calculations.  

 Agree procedures for and attend site progress and 
other meetings as required 

 Agree and implement reporting procedures. 
 Agree arrangements for site staff with Contractor. 
 Assist with advice on notices and instructions issued in 

terms of the Construction Contract. 
 Monitor that construction of the works is generally in 

accordance with the Construction Contract. Advise on 
need for instructions to be issued under the 
Construction Contract. 

 Advise on Contractor proposals for corrective action. 
 Visit subcontractors’ and manufacturers’ premises to 

inspect fabrication of materials, components and 
assemblies prior to delivery to site. 

 Witness as required and report on testing, materials, 
components and assemblies for compliance with 
specification. 

 Advise on need for special inspections or tests during 
construction.  

 Assist with advice on applications for payment from 
Contractor. 

 Assist with requests for extension of time and claims 
received from Contractors and give preliminary advice. 

 When Contractor advises works nearing practical 
completion, agree procedures for achieving practical 
completion. Inspect the and advise on works not in 
conformity with Construct works ion Contract. 

 Monitor progress with regard to works not in conformity 
with Construction Contract. 

 When Contractor advises works are finally complete, 
agree procedures for final completion. Inspect works 
and advise. 

 

 


