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1. Introduction
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Contact Details:
Noel Shearer
Deputy Director – Construction
noel.shearer@crowncommercial.gov.uk
07841 006 615



CCS Buildings Pillar
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Construction
• Project Management and 

Full Design Team 
Services

• Modular Buildings
• Construction Works and 

Associated Services
• Building Materials and 

Associated Services

Utilities/Fuels
• Gas & Power
• Fuels
• Water
• Demand Side Response
• Utilities Management 

Software
• GovSwitch
• Heat-Networks

Overarching objective
‘Stand Alone’ Service provision or a full 
‘Cradle to Grave’ functionality across all 

services providing a one stop shop solution to 
Property and Estates requirements.

Workplace
• Facilities Management

• Hard FM
• Soft FM
• Total FM

• Estates Professional 
Services

• Laundry & Linen Services
• Fit Out Services
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The Construction Team

Roles and responsibilities:

• Creation of commercial vehicles to realise commercial benefits for 
government departments and the taxpayer.

• Provision of specialist advice and expertise to enhance public sector 
construction.

• Assistance in the co-ordination and implementation of government policy 
by working with other government departments to ensure value for money 
in construction projects.



2. Key Government Policies
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Construction 2025
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Published July 2013 - Joint strategy from government 
and industry for the future of the UK construction 
industry.

Sets out a vision and a plan for long-term strategic 
action by government and industry to continue to 
work together to promote the success of the UK 
construction sector.

It focuses on key growth markets in:
• smart technologies
• green construction
• overseas trade



Government Construction Strategy
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Published March 2016 by the Cabinet Office and 
the Infrastructure and Projects Authority (IPA).

Set out a plan to increase productivity in government 
construction to deliver £1.7 billion efficiencies and support 
20,000 apprenticeships over the course of this parliament.

Set out ambitions for smarter procurement, fairer payment, 
improving digital skills, reducing carbon emissions, and 
increasing client capability. These themes are consistent with 
the wider ambitions for industry in Construction 2025.

Building Information Modelling (BIM) and Digital Construction 
is an important part of the strategy.

As part of the strategy, the IPA publishes the 
Common Minimum Standards for Construction.
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Common Minimum Standards for Construction

“… summarises existing government policy and relevant 
standards to provide clarity for public procurers and industry.”

The Common Minimum Standards are intended to represent 
the minimum normal threshold for the application of existing 
government policies. 

Compliance with these standards is considered to represent 
cost effectiveness, however their practical application by 
individual procurers should be considered on a project-
specific basis, within the context of practicality, achievability 
and value for money (defined as the optimum combination of 
whole-life cost and quality to meet user requirements). 

Procurers will be expected to comply with these standards 
unless it can be clearly demonstrated that one or more of 
them fall outside of the above criteria.” 



Construction Sector Deal
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Published July 2018 by BEIS

Builds on Construction 2025, to provide a framework for:

• 33% reduction in both CAPEX and OPEX

• 50% reduction in the time taken from inception to completion

• 50% reduction in greenhouse gas emissions 

• 50% reduction in the construction products / materials trade gap 

Focus is on these strategic areas:

• Digital techniques deployed at all phases.

• All parties working more closely together.

• Offsite manufacturing technologies 

• Whole life asset performance to shift focus from construction 
costs to life cycle costs, particularly energy usage.



Summary – Key Government Policies
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CCS Construction aims to facilitate the incorporation of a range of 
government policies. This includes, but is not limited to:

• Improved Productivity

• Making Government a Better Client

• Improved Value for Money

• Implementing BIM

• Promoting Fair Payment

• Delivering Apprenticeships

• Encouraging the Growth of SMEs

• Reducing Commercial Friction

• Delivering Projects Faster

• Enhancing Technology / Information Security



3. CCS Construction 
Related Frameworks
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RM3741 – Project Management and Full Design Team 
Services
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• Construction Professional Services. 

• Lot structure –
• Multi-Disciplinary Services (this is a catch-all category including all services in subsequent lots)

• Project Management Services

• Architectural Services

• Cost-Management Services

• Civil & Structural Engineering Services and Environmental Services

• Building Services Engineering and Environmental Services

• The Framework went live on 03/05/17 and will expire on 02/05/19, with an 
option to extend for an additional two years.

• CCS Contact: bonnie.wheatley@crowncommercial.gov.uk



RM3741 – Modular Building Solutions
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• Supply, design, delivery, construction and maintenance of modular buildings. 

• Lot structure –
• Purchase of Education related Modular Buildings

• Purchase of Healthcare related Modular Buildings

• Hire of Education related Modular Buildings

• Hire of Healthcare related Modular Buildings

• Hire or Purchase of non-Education and non-Healthcare related Modular Buildings of capital cost up to £750k or 
hire cost of up to £150k

• Hire or Purchase of non-Education and non-Healthcare related Modular Buildings of capital cost from £750k -
£3.5M or hire cost from £150k to £700k

• Hire or Purchase of non-Education and non-Healthcare related Modular Buildings of capital cost greater than 
£3.5M or hire cost greater than £700k

• Framework live from 2nd April 2019 for a 4 year period

• CCS Contact: david.rice@crowncommercial.gov.uk
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RM6088 – Construction Works and Associated Services

• Wide range of public sector construction projects.

• Lot structure –
• Lot 1.1 – Building Works (£0-3m)

• Lot 1.2 – Civil Engineering Works (£0-3m)

• Lots 2-5 – Value Banded Construction Works (ranging from £3m to £80m+)

• Lot 6 – Residential

• Lot 7 – High Rise Accommodation

• Lot 8 – Maritime

• Lot 9 – Airfields

• Lot 10 – Demolition

• Lot 11 – Construction Management

• The framework was awarded 31st October 2019.

• Projected value - £30bn over 7 years.

• CCS Contacts: craig.garsed@crowncommercial.gov.uk



RM3837 – Construction Products Consumables & 
Materials
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• Construction goods in a range of different areas:

• Lot structure –
• Buildings Materials and Associated Services ‘One Stop Shop’ (this is a catch-all category including all goods in 

subsequent lots)

• Plumbing and Heating

• Electrical

• Timber and Joinery

• Workshop, Industrial and Electrical Tools

• Paints and Solvents

• Flooring

• Small Tool and Plant Hire Services

• The Framework expired 19/02/19.

• ITT has now been issued for a new framework.

• CCS Contact: david.rice@crowncommercial.gov.uk



Benefits of using CCS Construction Services
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Benefits of using 
CCS Construction 

Services

Consistent document 
format between projects 
and contractors

Flexibility to meet 
the demands of 
changing markets

Proven record in achieving 
commercial benefits and saving 
money

Ease of compliance 
with government 
policies and statutory 
requirements

Customer focused provision 
of services, ensuring that the 
customer experience is a 
main priority.

Access to approved 
Contractors with 
demonstrated ability to 
deliver requirements

Availability of commercial 
expertise, and access to the 
highest levels of government 
commercial collaboration.

Focus on working 
together with 
customers and 
suppliers to improve 
the industry



4. Procurement Routes
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Procurement Routes

21

There are several different routes by which the design and construction of a 
building can be procured. The most commonly used routes in construction are:

• “Traditional” Lump Sum

• Design & Build

• Fee Based



“Traditional” Lump Sum
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• Consultants (e.g. Architect, Structural Engineer, Service Engineers) are appointed 
by the Client to produce a fully developed design (RIBA Stage 4), including 
detailed drawings and specification; 

• Detailed cost documents (e.g. Bills of Quantities) are prepared by a Quantity 
Surveyor, who is also appointed by the Client; 

• Contractors bid in competition on the completed design and cost documents
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Design & Build
Consultants are appointed by the Client to produce a partial design outlining the 
“Employer’s Requirements”. This is often only taken to “concept design” stage (RIBA 
Stage 2) and commonly defines specifications in terms of performance requirements 
rather than detailed prescriptive specification e.g. a lighting system may be defined in 
terms of a minimum lighting level to be provided in each area, rather than a specific 
number and type of light fitting. 

• Contractors then develop the design to a level allowing pricing and submit both their 
developed designs and prices in competition. The contractors will use either in-house or 
sub-contracted designers to achieve this. 

• Various arrangements exist to cater for varying degrees of development of the design at 
the point of tender.

• The successful contractor may take on the original design team to fully develop the 
design during implementation of the contract (either by choice or obligation). Different 
arrangements exist to deal with the extent of liability that the contractor takes on for 
design work completed by the client appointed designers prior to contract award.



Fee Based
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• A Construction Manager or Management Contractor is appointed on a fee basis to 
manage trade contractors. 

• Under a Construction Management arrangement, trade contractors are appointed 
directly by the Client whereas under a Management Contracting arrangement, they 
are appointed by the Management Contractor.  The degree of risk transfer differs 
considerably under these two arrangements.



5. Tendering Methods
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Tendering Methods
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Tendering is one part of the overall procurement process – the part of the process where 
tenders are received from bidders, most often in competition. 

There are several different methods by which the design and construction of a building 
can be tendered. 

The most commonly used routes in construction are:

• Single Stage Selective Tendering

• Two Stage Selective Tendering

• Design Competition

• Negotiation



Single Stage Selective Tendering
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• this is the traditional method, used when all the information necessary to calculate a 
realistic price is available when tendering commences.
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Two Stage Selective Tendering

• Used to allow the early appointment of a contractor, prior to the completion of all the 
information required to enable them to offer a fixed price. 

• In the first stage, a limited appointment is agreed, allowing the contractor to 
begin work. 

• In the second stage a fixed price is negotiated for the contract. 

• Addressed in more detail on following slides.



Design Competition

• This applies to Design & 
Build procurement only. 

• Typically, the Client's design 
will be at an early conceptual 
stage when the tender 
competition takes place to 
give contractors maximum 
opportunity for e.g. 
Innovation or cost efficiency 
in their design.
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Negotiation

• The negotiated procedure involves negotiations with just one pre-selected contractor, 
so there is no competitive element. 

• Negotiation is most often used as the second stage of a Two Stage tender process 
or in “emergency” situations.

30



31

Two Stage Selective Tendering - 1
Often used to: 

• drive an early start to a project, in the absence of a fully developed design

• promote collaboration by gaining early involvement of the contractor as part of the 
design team. 

Can be used in conjunction with all of the common procurement methods to achieve this, 
but is commonly used with Design & Build and Fee arrangements. 

Stage 1:

• Normally a competitive arrangement, with contractors tendering based on outline 
contract information, such as conceptual design, cost plan, preliminaries (site 
management) and contract requirements and programme information. 

• Tenderer’s will normally submit their prices for Overhead and Profit percentages, 
preliminaries, fees for design and other pre - construction services and often a 
schedule of rates and/or staff and labour charges. 
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Two Stage Selective Tendering – 2

Stage 2:

The client’s team then works with the successful Stage 1 contractor to develop 
the design and agree the contract sum for the whole of the works. 

A separate pre-construction services agreement is normally entered into, 
reimbursing the contractor for the work undertaken to develop the design and 
finalise a price during Stage 2. 

This would normally include a “break clause” so that neither party is committed 
to continuing in the event that an acceptable conclusion cannot be achieved at 
the end of Stage 2. 

A formal contract for the whole of the works is entered into at the end of Stage 2. 
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Two Stage Selective Tendering – 3

It is important to note that this second stage will not be done in competition and there is a 
common perception that the best price is not achieved using two stage tendering. 

However, this may be offset by added value arising from e.g. an early start on site or 
early contractor involvement in managing risks and “buildability”.

The Stage 2 contract sum can be based on a number of different pricing mechanisms, 
e.g: 

• agree a lump sum (fixed cost) for the developed design using a tendered schedule of 
rates as a basis; 

• agree a lump sum (fixed cost) for the developed design using open book tendering to 
trade sub-contractors and applying the tendered overhead and profit percentages;  

• agree a target cost for the remaining works and adopt a pain/gain sharing 
arrangement to incentivise good cost management.
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Two Stage Selective Tendering – Summary

In summary, Two Stage tendering is not suitable for all procurements. 

It is most likely to be of benefit where:

• an early start on site is critical (e.g. because funding will be lost if a contract is not 
committed to before a deadline), or

• the design is not complete and early contractor involvement is required to optimise the 
design in terms of e.g. cost, buildability, or risk management, or

• there is a desire to transfer design liability to the contractor at an early stage, or

• there is a need to make an early appointment of a specialist contractor or sub-
contractor, either to secure design input or resource.



6. Pricing Mechanisms
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Pricing Mechanisms

Several different pricing mechanisms can be used to reimburse the successful 
contractor. The most commonly used in construction are:

• Lump Sum (also known as Fixed Price)

• Remeasurement

• Cost Reimbursible

• Target Cost

• Guaranteed Maximum Price

• Fee Based

36



Lump Sum (Fixed Price)

• This is the traditional method by which most contracts were procured. On a 
lump sum contract, a single ‘lump sum’ price is agreed before the works 
begin. The design normally needs to be very well developed to allow a fixed 
price to be calculated. 

• It is important to remember that the Lump Sum or Fixed Price will not be a 
Guaranteed Maximum Price, as the contract will provide for movement of the 
Lump Sum price under certain circumstances for which the contractor is not 
liable e.g. Client variations; extensions of time; adjustment of provisional 
sums.

• A “Firm Price” is not the same as a “Fixed Price”. Firm Price is a term used to 
indicate that the tendered costs are “firm” i.e. not subject to adjustment for 
fluctuations in the cost of materials, labour, overhead, exchange rates etc
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Remeasurement

• Remeasurement contracts are normally used in situations where the design 
(or type of works) can be described in reasonable detail, but the quantity 
cannot. 

• Instead of giving a firm price, rates are provided in the contractor’s tender, 
either as part of a priced approximate bill of quantities, or within a schedule of 
rates. Then the actual quantities of work carried out are measured and the 
tendered rates applied to those quantities. 

• The contractor is paid for the actual work they have done. As a result, the 
quantities paid for may vary from the original estimates.

• Remeasurement is therefore a form of risk distribution. It may apply to all or 
part of the works e.g. just the substructure and drainage works may be 
subject to remeasurement, due to the unforeseeable nature of the ground 
conditions.



Cost Reimbursible

• A cost reimbursable contract is one in which the contractor is reimbursed the 
actual costs they incur in carrying out the works, plus an additional pre-agreed 
fee. 

• Cost reimbursable contracts are most often used in urgent or emergency 
situations where immediate remedial or reconstruction work is required. Most 
of the cost risk remains with the Client.

• Open book / cost audit methods are used to assure the costs claimed. There 
is little incentive for the contractor to operate in a cost efficient manner. (See 
Target Cost below) 
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Target Cost

• Generally associated with cost reimbursable contracts. 

• The contractor shares both the benefits of cost savings, and also the hardship 
of any cost overruns. This is often referred to as “Pain/Gain Sharing”. 

• A target cost arrangement can be an effective way of promoting cost 
efficiency, innovation and collaboration. 

• The contractor’s proportion of any savings and cost over-runs should be 
carefully considered to drive the right behaviours. Banded arrangements are 
often used to limit the maximum savings the contractor can share in and the 
maximum cost over-run suffered by the Client. This can effectively create a 
Guaranteed Maximum Price arrangement – see following slide.
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Guaranteed Maximum Price (GMP) 

A GMP is a form of agreement with a contractor where it is agreed that the 
contract sum will not exceed a specified maximum. 

GMP contracts normally retain a mechanism to increase the GMP in the event of 
certain events, which remain as Client’s risks. 

The careful drafting of Target Cost with Pain/Gain Share arrangements can be 
used to achieve a GMP, by creating a GMP threshold, above which the Client 
has a 0% share and the Contractor has a 100% share of any cost over-run. 

e.g. Target Cost = £1,000,000

Pain share up to Target Cost +20% = 50/50 Client/Contractor

Pain share over Target Cost +20% = 0/100 Client/Contractor

Effective GMP is:

Target Cost £1,000,000

Client share of 20% overrun £100,000

Effective GMP £1,100,000



Fee Based

The contractor is paid a pre-agreed fee, based on the trade contract package  
values for providing a Construction Management or Management Contractor 
service. 
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Procurement / Pricing Options – Risk Transfer
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The chosen Procurement  and Pricing 
options should be soundly based on:
• the appetite for risk that the 

Employer has for a particular 
project, and 

• who is best placed to manage that 
risk. 

Inappropriate risk transfer is probably 
the root cause of more contractual 
disputes than anything else!

c. American Society of Civil Engineers



7. Forms of Contract
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Forms of Contract
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There is a very long-standing history of the use of standard forms of contract in the 
construction industry. There are many benefits to using standard contracts:

• They are regularly updated to take account of changes in statute and case law.

• Users are familiar with the administration requirements and risk apportionment of the 
various different contracts.

• Their precise meaning and terminology has been tested through the courts.

• There is no need to spend time and cost negotiating terms of bespoke contracts.

The most common “families” of contracts are listed on the following slides. (These 
contracts are all available as call off contracts in the CCS Construction and Associated 
Services Framework.)

• Joint Contracts Tribunal (JCT Contracts)

• Association of Consultant Architects (PPC2000 and FAC-1 Contracts), and 

• Institution of Civil Engineers (NEC Contracts).



Forms of Contract - JCT

JCT have separate specific contract groups dealing with: 

• Design & Build procurement

• Traditional Lump Sum procurement, and 

• various specific contracts, including e.g. Term Contracts and Fee-based 
services. 

The most recent versions of the contracts were issued in 2016.

Ref https://corporate.jctltd.co.uk/products/
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Forms of Contract - JCT

JCT Design & Build Contract: 

• designed for construction projects where the contractor carries out both the 
design and the construction work. 

• The scale of design work needed to be carried out by the contractor can vary 
greatly on design and build projects e.g.: 

• the contractor may complete a design based on a concept provided 
through the employer’s advisers. 

• the contractor may be responsible for producing and completing the 
design right from the outset, either through their in house team or 
employing their own specialist designers.
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Forms of Contract - JCT

JCT Standard Building Contract : 

• designed for large or complex construction projects where detailed contract 
provisions are needed. 

• Suitable for projects procured via the traditional or conventional method. The 
employer is responsible for the design, and this is usually supplied to the 
contractor by the architect or design team working on the employer’s behalf. 

• Optional provision for a ‘Contractor’s Designed Portion’, if the appointed 
contractor is to be responsible for the design of specific parts of the works.
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Forms of Contract - JCT

JCT Intermediate Building Contract :

• designed for construction projects involving all the recognised trades and 
skills of the industry, where fairly detailed contract provisions are needed, but 
without complex building service installations or other specialist work. 

• Suitable for projects procured via the traditional or conventional method. The 
employer is responsible for the design, and this is usually supplied to the 
contractor by the architect or design team working on the employer’s behalf. 

• If the appointed contractor is to be responsible for designing specific parts of 
the works, then an Intermediate Building Contract with contractor’s design 
must be used. 
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Forms of Contract - JCT

JCT Minor Works Building Contract :

• designed for smaller, basic construction projects where the work is of a simple 
nature. 

• Suitable for projects procured via the traditional or conventional method. The 
employer is responsible for the design, and this is usually supplied to the 
contractor by the architect or design team working on the employer’s behalf. 

• If the appointed contractor is to be responsible for designing specific parts of 
the works, then a Minor Works Building Contract with contractor’s design must 
be used.
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Forms of Contract - JCT

JCT Construction Management Building Contract :

• designed for use on construction projects where the employer appoints 
separate trade contracts to carry out the works, and a construction manager 
to oversee the completion of the works for a fee. 

• Suitable for projects procured via the management method. The contract is 
used where separate contractual responsibility for design, management and 
construction of the project is desired. 

• The employer provides the design, and enters into direct separate trade 
contracts with suppliers to carry out the construction of the works.
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Forms of Contract - JCT

JCT Pre Construction Services Agreement :

• Designed for appointing a contractor or specialist to carry out pre-construction 
services under a two-stage tender process. 

• Enables the contractor to collaborate with the employer or their team of 
consultants to develop detailed designs, to develop the main contract works, 
or to compile specialist tender documents. 

• The agreement covers the period from the submission of first stage tenders 
up to the submission of a definitive second stage tender and entry into a main 
contract for the construction phase.
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Forms of Contract - NEC

NEC (New Engineering Contract) applies consistent contract format and contract 
management principles across all of its contract groups including:

• Engineering and Construction (ECC); 

• Professional Services (PSC); 

• Term Contracts (TSC) etc. 

Short form contracts and various associated sub-contracts are also available. 

The contract management procedures in NEC contracts are designed to 
stimulate good risk and project management and collaboration by all parties. 

Ref https://www.neccontract.com/

The most recent versions of the contracts are the NEC4 suite, issued in 2017, 
though the NEC3 versions also remain in common usage.
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Forms of Contract - ECC

The ECC contracts are most commonly used for appointing a contractor. All 
versions are suitable for either traditional designed or design & build situations, 
modified by using one of the following main payment options (offering different 
basic allocations of risk between the Employer and the Contractor):

Option A - Priced contract with activity schedule:

• the Contractor is paid at tendered prices for the work he has done. 

• He carries all risks other than the Employer’s risks stated in the contract and 
the financial and time effects of compensation events.

Option B - Priced contract with bill of quantities: 

• the Contractor is paid at tendered rates for the work he has done. 

• He carries all risks other than the Employer’s risks stated in the contract and 
the financial and time effects of compensation events. 
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Forms of Contract - ECC

Option C - Target contract with activity schedule: 

• normally used where the extent of work to be done is not fully defined or 
where anticipated risks are greater. The financial risk is shared between the 
Employer and the Contractor. 

• The Contractor tenders a target price using an activity schedule. The target 
price includes the Contractor’s estimate of Defined Cost plus other costs, 
overheads and profit to be covered by his Fee. 

• The Contractor tenders his Fee in terms of fee percentages to be applied to 
Defined Cost.

• The Contractor is paid Defined Cost plus the Fee. At the end of the contract, 
the Contractor is additionally paid (or pays) his share of the cost saving or 
cost over-run compared to Target Cost, according to a pre-agreed share 
percentage.
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Forms of Contract - ECC

Option D - Target contract with bill of quantities: 

• normally used where the extent of work to be done is not fully defined or 
where anticipated risks are greater. The financial risk is shared between the 
Employer and the Contractor. 

• The Contractor tenders a target price using a bill of quantities. The target 
price includes the Contractor’s estimate of Defined Cost plus other costs, 
overheads and profit to be covered by his Fee. 

• The Contractor tenders his Fee in terms of fee percentages to be applied to 
Defined Cost. 

• The target cost is adjusted as the work completed by the Contractor is 
remeasured. 

• The Contractor is paid Defined Cost plus the Fee. At the end of the contract, 
the Contractor is additionally paid (or pays) his share of the cost saving or 
cost over-run compared to Target Cost, according to a pre-agreed share 
percentage.
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Forms of Contract - ECC

Option E - Cost reimbursable contract: 

• the Contractor is paid the Defined Cost of work actually carried out, plus a 
tendered fee. 

• The Contractor only takes cost risks associated with control of his employees 
and other resources. The remaining risk is borne by the Employer.

Option F - Management contract: (not available under CCS Construction 
Works Framework)

• essentially cost reimbursable but risk allocation can be varied by choosing 
appropriate main Options in the subcontracts.
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Forms of Contract - ECC

Construction Management 

• is provided for by the Employer appointing a construction management 
contractor as Project Manager under a Professional Services Contract (PSC). 

• Individual trade contractors are then appointed using one of the ECC options 
above, with the construction manager named as the Project Manager in these 
contracts.
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Forms of Contract - ACA
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ACA publishes the PPC2000 contract, which was developed as a response to 
government sponsored reports promoting greater collaboration and, specifically, 
partnering within the design and construction teams. 

PPC2000 is a multi-party, two stage contract. It creates common contract terms and 
appropriate duties of care between all parties to the contract. It is suitable for either 
traditional designed or design & build situations. An Agreed Maximum Price is 
developed during the second stage of the procurement process.

Ref http://ppc2000.co.uk/

ACA also publishes the FAC-1 standard form framework alliance contract, which forms 
the basis for both the CCS Construction and Associated Services and the Modular 
Buildings frameworks.



8. Procurement Strategy Selection
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Procurement Strategy Selection

What determines the most appropriate procurement strategy?

Should be a discussion with your professional advisers, addressing the following 
areas:

• Timing: How important is early completion to the success of the project?

• Controllable Variation: Do you foresee the need to alter the project in any 
way once it has begun on site, for example to update machinery layouts?

• Complexity: Does your building (as distinct from what goes in it) need to be 
technically advanced or highly serviced?

• Quality Level: What level of quality do you seek in the design and 
workmanship?

• Price Certainty: Do you need to have a firm price for the project 
construction before you can commit it to proceed?

cont…    
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Procurement Strategy Selection

• Competition: Do you need to choose your construction team by 
competition?

• Management: Can you manage separate consultancies and contractors, or 
do you want just one firm to be responsible after the briefing stage?

• Accountability: Do you want direct professional accountability to you from 
the designers and cost consultants?

• Risk Avoidance :Do you want to pay someone to take the risk of cost and 
time slippage from you?

• Contract Value: What is the estimated contract value of your project?

62



CCS Guided Match Procurement Route Selector 
(in development)
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CCS Guided Match Procurement Route Selector 
(in development)
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CCS Guided Match Procurement Route Selector 
(in development)
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a) Procurement Routes:

See also:

Lump Sum (Sequential) https://www.designingbuildings.co.uk/wi
ki/Traditional_contract_for_construction

Lump Sum (Accelerated) https://www.designingbuildings.co.uk/wi
ki/Traditional_contract_for_construction

Design & Build (Develop & Construct) https://www.designingbuildings.co.uk/wi
ki/Design_and_build_procurement_route

Design & Build (Direct Award ) https://www.designingbuildings.co.uk/wi
ki/Design_and_build_procurement_route

Design & Build (Competitive) https://www.designingbuildings.co.uk/wi
ki/Design_and_build_procurement_route

Construction Management https://www.designingbuildings.co.uk/wi
ki/Construction_manager

Contractors bid on completed design and cost documents (i.e. single stage)

Contractor appointed early on a negotiated or partial competition, using a 2 stage 
process

Consultants take design to a certain stage which is then completed and 
guaranteed by contractors in competition (using their own or client's novated / 
assigned design team) 
Client's consultants produce conceptual design; sole bidder submits their designs 
and prices are negotiated

1) The most appropriate procurement route 
would appear to be: 

2) Other procurement routes that may be 
worthy of consideration are:

Client's consultants produce conceptual design; bidders submit their designs and 
prices in competition

A Construction Manager is appointed on a fee basis to manage Trade Contractors 
who are appointed directly by the Client

3) The following procurement routes are 
probably not appropriate:
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b) Tendering Methods:

Single Stage Competitive https://www.designingbuildings.co.uk/wi
ki/Single-stage_tender

Two Stage Competitive https://www.designingbuildings.co.uk/wi
ki/Two-stage_tender

Design Competition https://www.designingbuildings.co.uk/wi
ki/Building_design_competitions

Negotiation https://www.designingbuildings.co.uk/wi
ki/Negotiated_contract

1) The most appropriate tendering method 
would appear to be: 

2) Other tendering methods that may be worthy 
of consideration are:

Typically, the Client's design will be at a very early conceptual stage when the 
tender competion takes place to give contractors maximum opportunity for e.g. 
Innovation or cost efficiency in their design.
The negotiated procedure involves negotiations with just one pre-
selected contractor, so there is no competitive element.

3) The following tendering methods are 
probably not appropriate:

Single-stage tendering is the traditional method, used when all the information 
necessary to calculate a realistic price is available when tendering commences.

Two stage tendering is used to allow the early appointment of a contractor, prior 
to the completion of all the information required to enable them to offer a fixed 
price. In the first stage, a limited appointment is agreed allowing the contractor to 
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c) Pricing Mechanisms:

Fixed Price (Lump Sum) https://www.designingbuildings.co.uk/wi
ki/Fixed_price_construction_contract

Target Cost https://www.designingbuildings.co.uk/wi
ki/Target_cost_for_construction

Guaranteed Maximum Price (GMP) https://www.designingbuildings.co.uk/wi
ki/Guaranteed_maximum_price_for_cons
truction_contracts

Cost Reimbursement/Cost Plus https://www.designingbuildings.co.uk/wi
ki/Cost_reimbursable_contract

Remeasurement https://www.designingbuildings.co.uk/wi
ki/Measurement_contract

A cost reimbursable contract is one in which the contractor is reimbursed the 
actual costs they incur in carrying out the works, plus an additional fee

Remeasurement contracts are normally used in situations where the design (or 
type of works) can be described in reasonable detail, but the amount cannot.

On a lump sum contract, a single ‘lump sum’ price is agreed before 
the works begin, but allow the price to change under certain prescribed 
circumstances such as Client variations.

Generally associated with cost-reimbursable contracts. The contractor shares 
both the benefits of cost savings, and also any cost overruns. They can be an 
effective way of promoting collaboration.
A guaranteed maximum price (GMP) is a form of agreement with a contractor in 
which it is agreed that the contract sum will not exceed a specified maximum.

1) The most appropriate pricing mechanism 
would appear to be: 

2) Other pricing mechanisms that may be 
worthy of consideration are:

3) The following pricing mechanisms are 
probably not appropriate:
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https://www.neccontract.com/NEC4-
Products/NEC4-Contracts/NEC4-
Engineering-Construction-Contract
http://ppc2000.co.uk/ppc2000/

2) Other Form(s) of Contract that may be 
worthy of consideration are:

NEC ECC Option A (Priced with 
Activity Schedule)

PPC2000

   

   

1) The most appropriate Form(s) of Contract 
facilitating the Procurement Route identified 
above would appear to be: 

d) Form of Contract
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There are many benefits of using industry standard contracts, but it is very rare that 
modifications do not need to be made to the standard contracts to address project or 
client specific issues. 

This can lead to heavily and inappropriately amended contracts which are inconsistent 
across Government. 

Unfortunately these amendments can also be poorly drafted, ambiguous and can 
cascade risk inappropriately down the supply chain, adversely affecting programmes, 
costs and delivery.



Standard Contract Amendments (Boilerplates)
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One of the primary themes of the Government Construction Strategy 2016 – 2020 is to 
drive a co-ordinated best-practice approach to collaborative procurement.

More specifically, there is a requirement to adopt a more standardised approach to 
construction procurement across central government.

The Infrastructure and Projects Authority (IPA) and CCS have worked with NEC to 
develop a limited set of standard ‘boilerplate’ amendments for use on UK public-sector 
NEC contracts. These were then extrapolated to produce equivalent sets for commonly 
used JCT and PPC2000 contracts.

The aim of the carefully selected clauses is to improve current public-sector client 
behaviour surrounding contract management and risk transfer. 

Throughout the exercise, CCS also worked with industry representative group BuildUK
to align the clauses where possible with the group’s promotion of fair contract terms.
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• Fair Payment 

• Admittance to Affected Property 

• Freedom of Information 

• Official Secrets

• Confidentiality and Information 
Sharing 

• Security Requirements 

• Prevention of Fraud and Bribery 

• Tax Compliance 

• Intellectual Property Rights

• Contracts (Rights of Third 
Parties)

• BIM 

• MOD DEFCON Requirements 

• Apprenticeships 

• ‘Construction Act 2015’

• SMEs

• GDPR

• Cyber Essentials 

The Boilerplate clauses address:
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Standard Contract Amendments (Boilerplates)

If individual Boilerplate clauses are not applicable to a particular Project 
Contract, then the relevant individual clauses should not be incorporated in the 
Project Contract terms and conditions.

Use of the Boilerplate clauses is not mandated. However, use is highly 
recommended unless there are specific valid reasons not to. 
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RIBA Plan of Work

• The definitive UK model for the building design and construction process. 

• Organises the process of briefing, designing, constructing, maintaining, 
operating and using building projects into 8 key stages (0-7). 

• Details the tasks and outputs required at each stage, which may vary or 
overlap to suit specific project requirements.
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RIBA Plan of Work

The core objectives at each of the key stages are:

0 

Strategic Definition: Identify 
client's Business Case and 

Strategic Brief and other 
core project requirements. 

1

Preparation and Brief: 
Develop Project Objectives, 
including Quality Objectives 

and Project Outcomes, 
Sustainability Aspirations, 

Project Budget, other 
parameters or constraints 
and develop Initial Project 
Brief. Undertake Feasibility 
Studies and review of Site 

Information.

2

Concept Design: Prepare 
Concept Design, including 

outline proposals for 
structural design, building 
services systems, outline 

specifications and 
preliminary Cost 

Information along with 
relevant Project Strategies 
in accordance with Design 

Programme. Agree 
alterations to brief and 

issue Final Project Brief.

3

Developed Design: Prepare 
Concept Design, including 

outline proposals for 
structural design, building 
services systems, outline 

specifications and 
preliminary Cost 

Information along with 
relevant Project Strategies 
in accordance with Design 

Programme. Agree 
alterations to brief and 

issue Final Project Brief.
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RIBA Plan of Work

4

Technical Design: 
Prepare Technical 

Design in accordance 
with Design 

Responsibility Matrix 
and Project Strategies to 
include all architectural, 
structural and building 
services information, 

specialist subcontractor 
design and 

specifications, in 
accordance with Design 

Programme.

5

Construction: Offsite 
manufacturing and 

onsite Construction in 
accordance with 

Construction 
Programme and 

resolution of Design 
Queries from site as 

they arise.

6

Handover & Close Out: 
Handover of building 

and conclusion of 
Building Contract.

7

In Use: Undertake In-
Use services in 
accordance with 

Schedule of Services.
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Health & Safety in Construction

Construction presents a great number of potential risks to both those involved in 
the industry and also to those occupying or visiting sites. In order to control or 
mitigate those risks, there are many duties placed not just on those constructing 
and operating buildings, but also on those who commission and design 
buildings.

The primary enabling legislation affecting health and safety in design and 
construction falls under the Health and Safety at Work etc Act 1974. Regulations 
are issued, including:

• Building Regulations.

• The Construction (Design and Management) Regulations.

• The Management of Health and Safety at Work Regulations.

• The Workplace (Health Safety and Welfare) Regulations.
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Health & Safety in Construction

There are many more specific regulations, which must also be complied with 
e.g. 

• The Manual Handling Operations Regulations.

• The Control of Noise at Work Regulations.

• The Control of Vibration at Work Regulations.

• The Control of Asbestos Regulations 

• etc
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CDM Regulations - 1

The Construction (Design and Management) Regulations 2015 (CDM 2015), 
were implemented to ensure that health and safety issues are properly 
considered throughout a project’s whole life cycle, from the earliest conceptual 
design work through construction and maintenance and ultimately to demolition 
and decommissioning.

The Health & Safety Executive (HSE) publishes a CDM 2015 Guidance Note 
which describes the law that applies to the whole construction process on all 
construction  projects, from concept to completion; and what each dutyholder
must or should do to comply with the law to ensure projects are carried out in a 
way that secures health and safety. 

This Guidance Note has been used to provide the following high-level guidance, 
but should be referred to in detail by those procuring projects.
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CDM Regulations - 2

It is important to note that CDM 2015 requirements apply to all projects.

The Client has a duty to notify the relevant enforcing authority of certain construction 
projects:

A project is notifiable if the construction work on a construction site is scheduled 
to:

(a) last longer than 30 working days and have more than 20 workers working 
simultaneously at any point in the project; or

(b) exceed 500 person days.
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CDM Clients and their Duties

CDM 2015 defines “clients” as organisations or individuals for whom a construction project 
is carried out in connection with a business, whether the business operates for profit or not. 
The client is normally the person who: 

a) ultimately decides what is to be constructed, where, when and by whom; 

b) commissions the design and construction work (the Employer in contract terminology); 

c) initiates the work; 

d) is at the head of the procurement chain; and 

e) appoints contractors (including the principal contractor) and designers (including the 
principal designer).

CDM 2015 makes the client accountable for the impact their decisions and approach have 
on health, safety and welfare on their project. 

Client duties are stated under regulations 4, 5, 6 and 8. 
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BIM

Building Information Modelling (BIM) is a general term describing the process 
of creating and managing digital information (both geometric and otherwise) 
about a built asset. 

The degree of adoption of BIM defines the maturity of digital information 
management  and is generally defined on a scale of 0 – 3, where:
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Level 0:  effectively means no collaboration. 
2D CAD drafting only is utilised, mainly for 
Production Information. Output and distribution 
is via paper or electronic prints, or a mixture of 
both.

Level 1: typically comprises a mixture of 3D 
CAD for concept work, and 2D for drafting of 
statutory approval documentation and 
production information. CAD standards are 
managed and electronic sharing of data is 
carried out using a common data environment 
(e.g. a project extranet or electronic document 
management system).

(source: NBS)
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Level 2: distinguished by collaborative 
working, using “an information exchange 
process which is specific to that project 
and coordinated between various 
systems and project participants”. 
(Source: Scottish Futures Trust)  

All project and asset information, 
documentation and data is electronic. 
Designers will be working on discrete, 
federated models, which are then 
exported, as opposed to working on a 
single project model. Any CAD software 
that each party uses must be capable of 
exporting to one of the common file 
formats. 

Project 
Model



BIM
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Level 3: not yet fully defined. However, the vision for this is outlined in the UK 
Government's Level 3 Strategic Plan. Essentially, it will utilise a single, online, project 
model with construction sequencing, cost and life-cycle management information. 
Common standards adopted to enable easy sharing of data across the entire market. New 
contractual framework adopted for projects which have been procured with BIM to ensure 
consistency, avoid confusion and encourage, open, collaborative working

(source: NBS)
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Advantages of using BIM

Higher levels of BIM maturity allow for more efficient methods of designing, 
delivering and maintaining physical built assets throughout their entire lifecycle. 

Most of the industry has capability for operating at Level 1 and many are 
capable of, or working towards, Level 2.

Central Government mandated working to BIM Level 2 for centrally-procured 
government projects from April 2016, with the aim of reducing the cost of public 
sector assets by up to 20%. 

The benefits of adopting Level 2 BIM include:

• Reduction in CAPEX, delivery and operational costs

• Reduced risk

• Improved carbon performance

• Predictable planning
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The adoption of BIM requires the use of a 
protocol to identify which models are required 
to be produced by the various project team 
members and to establish specific obligations, 
liabilities of the parties and associated 
limitations on the use of the models.

Different protocols are available, but the most 
commonly used at this time is the Construction 
Industry Council (CIC) 2nd Edition of their 
“Standard Protocol for use in projects using 
Building Information Models”. It is available to 
download free of charge here: 
http://cic.org.uk/publications/ 
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Whole Life / Life Cycle Costing
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Whole Life Costing and Life Cycle Costing are terms used to describe the process by 
which procurement decisions are taken based on both capital and operational costs of 
owning and managing an asset, as distinct from the simple capital cost of initial purchase.

Purchase 
Cost

Loan 
Finance

ServicingFuel 
Economy

Residual 
Value



Whole Life / Life Cycle Costing

Life Cycle Costing

Construction costs

Operation costs

Maintenance costs

End of Life costs

Whole Life Costing

Construction costs

Operation costs

Maintenance costs

End of Life costs

Non-Construction costs (e.g. land 
acquisition, fees, rental costs, relevant 
tax liabilities, etc)

Income

Externalities (costs associated with an 
asset but not reflected in the transaction 
costs of the acquisition.)
e.g. a new hotel may require the water 
company to install a new water main, so 
a cost is incurred but not by the client or 
contractor. 
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Whole Life / Life Cycle Costing

Whole Life / Life Cycle Cost analyses are most often used to compare alternative 
options with differing costs and timing on a comparable basis. In order to do this, costs 
need to be brought to a common basis. This is the process of discounting future costs to 
the base date, normally using Net Present Value (NPV) techniques.
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Government Policy supports and promotes the use of whole life cost techniques in 
construction procurement:

• Principal objective of the Government Construction Strategy 2016 – 2020

• UK Government Industrial Strategy / Construction Sector Deal has set a milestone to 
‘Develop and publish a common approach to procuring for whole life asset value, and 
cost and performance benchmarks for built assets.’ by 2020. 

The HM Treasury Green Book (para 5.79) states that, when ranking a set of projects with 
substantial capital spending, the Benefits Cost Ratio (BCR) including whole life costs 
should be used, albeit that the budget constraint for considering which options are 
affordable should be the capital budget. 

Further information:

• Constructing Excellence – Whole Life Costing Factsheet

• Royal Institution of Chartered Surveyors (RICS) –
RICS professional guidance note - Life cycle costing 1st edition, April 2016
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Project Bank Accounts
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Problems:

• Construction Industry very fragmented

• Multi-tier supply chains

• Delayed/avoided payments to lower tiers

• Cashflow / working capital impacted

• Retention / interim payments not made at all if 
upper tier contractor becomes insolvent

The Government has promoted the use of Project Bank Accounts (PBA) as a 
means to address these issues. In 2009 the Government Construction Board 
proposed that government projects should begin to adopt project bank 
accounts unless there were compelling reasons not to do so. 
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Project bank accounts are ring-fenced accounts from which payments are made directly 
and simultaneously by the client to nominated parties in the supply chain. 

Funds in the account can only be paid to members of the supply chain named in the 
account (the lead contractor and supply chain members).

As a consequence, supply chain members do not have to wait for higher-tier contractors 
to process payments, they receive them directly. This ensures:

• Certainty of payment.

• Security of payment.

• Speed of payment.

• Transparency.

• A reduction in the need for borrowing or financing credit.

• A reduction in the need to chase payments.

• A reduction in disputes.
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Challenges to PBAs
The Cabinet Office has published (2012) “A Guide to the implementation of Project Bank 
Accounts (PBAs) in construction for government clients 
https://www.gov.uk/government/publications/project-bank-accounts. 

The guide includes a table of common challenges to the use of PBAs and appropriate 
responses:

Internal Client Organisation

Issue  Response 

They are complicated and time 
consuming to set up 

They are no more complicated than a 
normal bank account 

They are expensive to use, only viable 
on large schemes 

Costs are modest, e.g., only 15p per 
payment  

It is difficult to demonstrate the benefits A PBA will provide quicker payment and 
The Fair Payment Guide highlights a 
study showing a benefit of 2.5% for the 
use of a PBA 

Engagement and acceptance will be 
difficult 

Education and clarification of 
requirements and a structured 
implementation approach is needed 
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Challenges to PBAs

Tier 1 Supplier (Lead Contractor)

Issue  Response 

Perceived impact on maintaining 
profitability/cash flow 

The use of a PBA reduces risk of supply 
chain failure and supports suppliers‟ 
engagement in projects. It is accepted 
that T1 suppliers may have to raise their 
prices marginally. 

Changes to processes and financial 
systems will be problematic 

The PBA process works in accordance 
with current International Financial 
Reporting Standards (IFRS) 
requirements 

They affect declared turnover and 
shareholder value of Tier 1’s 

Not true - see IFRS 5 Application, note 
G, paragraph 60 

PBAs undermine Tier 1’s ability to 
manage the supply chain 

This is not correct as PBAs do not 
interfere with any contractual provisions 
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Challenges to PBAs

Tier 2 & 3 Suppliers

Issue  Response 

It will cause changes to processes and 
financial systems 

Some may be experienced but less time 
should be required to chase payments, 
balance should be positive. 

It is difficult for Tier 2 to deal with the 
implementation 

PBAs have been welcomed by both the 
Specialist Engineering Contractors 
Group (SEC) National Specialist 
Contractors Council (NSCC). 
Experience to date is positive. 

 

BuildUK (the leading representative organisation for the UK construction industry) have 
issued guidance / commitments for their members to sign up to in relation to Implementing 
the Construction Supply Chain Payment Charter.  

Commitment 9 is “We will use Project Bank Accounts on Central Government contracts 
where specified by the client.”
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Project Bank Accounts
The failure of Carillion in January 2018, resulted in huge financial losses to Carillion’s 
30,000 suppliers (some of which were pushed into insolvency) and prevention of another 
similar occurrence has focussed the need for use of PBAs on Government contracts. 

The guidance remains that government projects should adopt project bank 
accounts unless there are compelling reasons not to do so.

The CCS Construction and Associated Services Framework includes this premise as the 
default position on all call-off contracts.



15. Warranties, Bonds & Guarantees
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Warranties, Bonds & Guarantees
A long-standing feature of construction projects, used to provide additional security 
beyond or complementary to that provided by the contract.

Normally sought by the client/employer in situations such as:

• securing the contractor's performance (either practical or financial), and/or

• protecting advance payments made for mobilisation of the contractor to site, and/or 

• protecting advance payments for the purchase of long-lead or high-value components or 
materials, and/or

• enabling the early release of retention monies. 

Less frequently, the contractor may require security from the client/employer but this is 
rare on public contracts.

The use of warranties, bonds and guarantees is a complex legal area and specialist  
advice should always be sought.
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● There can often be misunderstanding about what the various different 
types of security are intended to achieve. 

● This will be determined by the content and wording and not by the title.

● Brief descriptions of some of the common forms of security used in 
construction are as follows: 

(source: RICS Professional Guidance Note: Construction Security and Performance Documents, 1st 
edition)
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Parent Company Guarantees (PCG)

A contract between a parent company and a third party beneficiary by which the 
parent company guarantees the performance of one of the subsidiaries. A 
’parent company’ may be a misnomer; the company giving the guarantee may 
be the ultimate holding company or another company within the group of 
companies of which the subsidiary forms a part. 

In the context of a typical project, this will most likely mean a parent company of 
the contractor guaranteeing to the employer the performance of the contractor 
under the building contract. 
A guarantee, including a parent company guarantee, may seek to create a 
primary obligation, so that the guarantor is equally liable with the contractor and, 
therefore, the beneficiary of the guarantee may look to either for performance of 
the primary obligation.



Bonds

Bonds are regularly procured by contractors in favour of employers:

• as security for losses caused to employers by a contractor default (the 
intention being to include insolvency).

• to cover advance payments

• to cover retention monies 

• to cover tender default costs (aka “bid bond”) 

Normally, the first of these will be a performance bond, whereby the employer 
(as beneficiary) must demonstrate that the contractor has failed to comply with 
the relevant obligations under the building contract and that they have suffered 
loss as a result, before the bondsman will pay. 

Advance payment, retention or tender bonds are normally on demand bonds.
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Collateral Warranties

● Essentially, it creates a contractual link between a consultant/ 
contractor/sub-contractor and the interested third party where one does not 
already exist. 

● Third party could be Employer, Funder, Tenant etc
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Third Party Rights

• Similar to collateral warranties in 
that they create rights between 
parties where none exist under the 
base contract.

• Rights are granted using statute, 
rather than by introducing a new 
contract between the relevant 
parties.

• Normal industry practice is still to 
exclude Third Party Rights and rely 
on a detailed specific Collateral 
Warranty



Direct Agreements

• On more complex projects, particularly PFI/ PPP projects and other major 
projects within the public sector, contractors and significant sub-contractors 
may be required to enter into direct agreements with funders.

• Normal purpose is to give a funder “step in rights”. i.e. if the contractor or 
sub-contractors exercise a right to terminate their works, the funder can “step 
in” to remedy a termination event or to substitute a new project company or 
contractor. 

• Such an agreement creates an opportunity for the funder to complete the 
construction works and to minimise disruption to the income stream.
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Other Forms of Payment Security

1. Escrow accounts: normally used to protect against Employer insolvency or 
other non-payment. An account opened by an employer into which monies 
are deposited and released to the contractor under certain circumstances 
(e.g. on the issue of payment/completion certificates). 

2. Project bank accounts: normally used to protect against Main Contractor 
insolvency or other non-payment. A bank account opened usually in the 
joint names of the project parties into which the employer makes payments 
in accordance with the building contract. The funds are usually held in trust 
and released directly to the relevant members of the supply chain in 
accordance with their contractual entitlements. 
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Less formal:

1. Retentions

2. Extended Payment (Credit) Periods

3. Work paid in arrears

4. No payment for Materials until incorporated in Works

5. Vesting Certificates in respect of materials off site 

Other Forms of Payment Security



16. Benchmarking & 
Key Performance Indicators
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Benchmarking
“Benchmarking is a method of improving performance in a systematic and logical way by 
measuring and comparing your performance against others, and then using lessons 
learned from the best to make targeted improvements.” (source: Constructing Excellence)

A benchmark has been achieved in practice and is therefore attainable as a target for 
improvement. 

It is normally considered as the “best in class” performance. E.g. the benchmark accident 
frequency rate on a project would be nil.
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Key Performance Indicator (KPI)
A KPI is a measure of performance, normally against a particular benchmark, which allows 
the change in performance over time to be monitored.  

E.g. the KPI for accident frequency rate on a particular project up to the end of March 
2019 might be 0.65 (against a benchmark of NIL).

Analysis of KPIs over time allows trends to be identified in terms of improving or worsening 
performance and appropriate corrective action to be undertaken.

Experience shows that careful selection and implementation of KPIs allows the behaviours 
of a project team to be influenced significantly. Behavioural Management techniques 
should be applied to drive engagement e.g. by 

• involving the team in selection of appropriate KPIs

• allocating ownership against individuals or teams, and 

• incentivising success. 
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Typical Construction KPIs
Typically, KPIs for construction projects are organised into those impacting Time, Cost, 
Quality and Health & Safety. Examples of typical themes measured by KPIs in each 
category:

Time:
• Updated contract programme agreed 

each month

• Delay against contract completion 
date.

Cost:
• Proportion of variations where time 

and cost impact agreed within 3 
months of occurrence.

• Forecast Pain or Gain against Target 
Cost

Quality:
• Number of corrective action notices 

issued

• Time taken to resolve notified defects

H&S:
• Rolling accident frequency rate

• Number of hazards identified in the 
month
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