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PQSL

Contractual Arrangement

Sr. Daniel Ho
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AIM

Getting familiar with the following items in

respect of contractual arrangement for works:

• Purpose

• Common types

•Determining factors for selection
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Risk

Time

Quality

Expertise

Cost
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Purpose

Formation of a contract between a builder or a

contracting firm and an employer (or a sub-contractor and a
builder or a contracting firm) for

construction of works with a consideration of

reward.
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Contractual relationships

Consultant-------Employer

Contractor Nominated

sub-contractor

Domestic

sub-contractor
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Type of Works

- Building (e.g. development projects)

- Civil Engineering (e.g.infrastructure works)

- Building Services (e.g. air-conditioning

installation, electrical and lighting

installation, lifts and escalators, fireinstallation, security
system)
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Choice of Contract TypeFactors e.g.

- amount of design that needs to be done before thecontractor is
selected

- Duration of the contract

- Need for speed

- Susceptibility of the contractor’s costs to market

fluctuations

- Overall size and complexity of the project

- Method by which the contractor should be selected 8
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Choice of Contract Type (cont’d)

- Level of nomination required

- Ability of the client and/or architect to manage and
co-ordinate

- Skill and experience of the consultants being engagedfor the
work

- Cost control/management – interim payment, budgeting/cash
flow

- Risk allocation
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Type of Risks

- financial risks: associated with capital cost of
theinstallation and running costs (e.g. liquidated
damages,financial support of the contractor, payment
arrangement)

- construction risks: associated with the building,installation
and commissioning of the project (e.g.quality, delay)

- design risks: associated with the design meeting with
theuser’s requirements (e.g. specialist system)

- identify all risks and allocate risks by type of contract
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Contractual Arrangement

- Direct contract:

- between employer and contractor

- contract novation

- Nominated sub-contract

- between contractor and nominated sub-contractoras Employer’s
instruction

- Domestic sub-contract

- between contractor and sub-contractor

- named domestic sub-contractor
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Direct Contracts

- Standard Form – Government/ Private(HKIS/HKIA/HKICM)

- contractual relationship

- between employer and contractor

- obligations and liabilities- merits

- demerits

12
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Nominated Sub-contract

- Standard Form – Government/Private (HKIS/HKIA)

- contractual relationship

- between contractor and nominated contractor- obligations and
liabilities

- merits

- demerits (renomination, payment, EOT)
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Domestic Sub-contract

- Standard Form –Private (HKCA)

- contractual relationship

- between contractor and domestic contractor- obligations and
liabilities

- merits

- demerits

14
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Lump Sum Contracts

- pre-determined amount of works

- with quantities (Bills of Quantities): BQ error?

- without quantities (specification and drawings)

- fixed price

- provision for adjustment for fluctuation

- adjustment for variations, provisional sums, provisional
quantities

15
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Re-measurement Contracts

- works not pre-determined

- provisional quantities

- schedule of rates

- actual quantities by remeasurement

16
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Specification and Drawings

•

  tenderers to estimate the quantities

•   tenderer’ risks

•   no break-down of tender sum

•   valuation of variations difficult

•   small works contracts

•   demolition works

•   building services?17
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Cost Reimbursement

• full reimbursement = cost + profit

•

limited incentive to contractor on cost-effectiveness
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Management Contracting

• Provision of expertise in construction management, andadvice
on packaging, works logistics and time-relatedissues

• Delivery of the project in accordance with the
specified programme and milestones

• Fixed mangement fee or percentage of prime cost (max.

guarantee price)

• Employer/contractor to agree on packaging and max.guarantee
price
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Management Contracting (Cont’d)

• Commencement of works in parallel of design

• Contractor’s input on programming, buidability,

works packaging, design and construction methods

• Cost risk to the employer

• Incentive to the management contractor if fee is lump

sum or % of actual cost
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Design and Build

• Contractor to take up the design responsibility

• Employer’s requirements: design brief, performancerequirements
e.g. area schedule, building function,finishes standards

• Design proposals from tenderers/contractors

• Single point of design responsibility

• Early commencement of works

• Input from contractor’s expertise
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Design and Build (cont’d)

• Early determination of employer’s requirements

• Lack of flexibility in design changes

• Lengthy tender evaluation process: design,
capability, price

• Limited selection of contractors; competitive price ?

• Employer: less control on selection of type and quality
ofmaterials

• Variations: changes in requirements e.g. design;

challenges in cost assessment


	
8/17/2019 cpd-2016010g QSD PQSL Procurement Series 2016 (1) –
Contractual Arrangement.pdf

22/24

Key Elements

- Contract conditions- duties and responsibilities of
parties

- to provide for the various problems which canarise during and
after the execution of the works

- Special conditions of contract

- Drawings and specification- scope, standard of work and
materials

- Bills of Quantities/Schedule of rates

23
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Role of QS

• Professional advice with reasons

• Contractual arrangement to suit the needs of

employers

• Final decision by employers

• Proper drafting of contract documents
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For discussion

1. Additional works not included in the original

scope of the contract.

2. Renovation of an existing building, which is

in occupation during the progress of works.
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