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1 Introduction 

Capital projects represent a significant undeiiaking for any company both in terms of 
fmancial and human resources. All capital projects have the potential to trip up the unwary 
and, in going wrong, to cause numerous managerial challenges. This manual has been 
produced to commend a structured approach to project management Whilst it cannot prevent 
disaster, it will help to avoid problems by thinking ahead and will assist in resolution of 
problems when they have occurred. 

This manual and the associated procedures cover all processes from project initiation through 
to contract completion. It is recognised that not all the processes described will be relevant to 
every contract. For example, revenue collection contracts do not need Testing and 
Commissioning or Taking Over Certificates. Contract Managers must choose the parts of the 
process relevant to their contract and follow the relevant parts of the procedures. 

Generally contracts may be classified as follows: 

1. Contracts that Create or Refurbish assets ultimately owned by NEPA for example new 
extensions to transmission system, rehabilitation of generators - ALL PROCESSES 
EXPECTED TO BE RELEVANT 

2. Contracts that create assets that will not be owned by NEPA, for example IPP, EPP - 
NOT ALL PROCESSES RELEVANT 

3. Contracts that do not create assets, for example Revenue collection - 
PROCESSES RELEVANT 

NOT ALL 

The manual is based on processes outlined in flowchart form in Procedure 001 



2 Project Initiation 

2.1 BUSINESS PLANNING AND PROJECT SPONSORS 

Project management starts with a company setting out its business objectives and formulating 
investment proposals to meet those objectives. It does this by asking appropriate departments 
to outline suitable investment project proposals to meet the company objectives. For example 
if the objective were to increase generating capacity, Generation Division would be asked to 
propose how to achieve this. Generation Division would then outline investment proposals, 
which could include a mix of new generation, projects to enhance existing plant capability or 
rehabilitation projects. The Executive Director - Generation becomes the initiator or sponsor 
of those projects. 

Similarly The Executive Directors of Transmission and Distribution would formulate 
proposals for appropriate projects and would be sponsors of those projects. The business 
planning process in any year ends by approving those projects which best meet the company's 
objectives and expected financial position i.e., ability to pay. Following budget approval, the 
project sponsor is empowered to proceed with initiation and development of the projects for 
whichhe is the sponsor (See procedure 002) 

Once the company has decided to proceed with a particular project then the project sponsor 
should appoint a project manager. The project manager's first task is to review the project 
outline and assess what specialist resources he will require to work with him to develop the 
project further 

2.2 PROJECT MANAGER 

Most projects are complex involving many skills including technical, financial, legal, 
commercial, planning, public relations, human resources etc. It is unlikely that one person 
would possess all these skills, and successful project management involves building and 
managing multi-functional teams of specialists with a common goal. 

The key player in this team is the Project Manager who must be given the authority to manage 
the project through appropriate delegations. 0,nce appointed the project manager has the 
following key respons~bilities, which he discharges through a multi-functional team. 

Key Responsibilities: 

Deliver the project to time, cost and quality/performance - Keep senior management informed of progress and any problems 

Coinmunicate and act as prime focus for the project 

To enable the project manager to successfully discharge his responsibilities he must: 
i 

Build, lead and motivate the project team 

Make or force timely decisions to assure project success 

Define and plan the project 
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1 @ Monitor and control project p r o w  
= Ensure work packages are allocated and responsibilities identified 

The project manager needs to understand the objectives of the project, any company 
constraints, expected budget and expected scope of the pmject before proceeding to the 
Project Development Phase of the Project 

23 PROJECT TEAM 
r- 
! The project manager then needs to assemble his team of specialists, which he does by requests 

to and negotiation with functional managers. The size of team required will depend on the 
phase and size of the project, and the project manager will specify the resource requirement 

Team members may be appointed on a lid or part time basis depending on the p m j a  
manager's resource estimate, and this requirement for specialist resources will change 
depending on the phase of the pmject The project manager and functional w e r s  must be 
aware of this changing requirement, to make best use of all resources. 

For small projects the project manager must use his discretion over the use of team members 
and may take several team roles himself, for example he may also take the role of erigireer 
and site representative. This is entirely to keep the resource emplcyed on a project at an 
appropriate level that reflects the small nature of the project 

2 4  APPROVAL AUTHORlPl 

The Approval Authority is the respomible person or committee with the authority to approve 
projects, contract award and the payment of invoices. This authority is given by the NEPA 
F i i a l  Guidelines and is b& on financial limits of authority. Roject Managers must .. . 
hmhme themselves with the f m i a l  guidelines to enwe that they submit their proposals 
to the 'correct authority and hence minimise delay to their projects and payments to 
contractors. 
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3 Project Development 

The purpose of project development is to: 

Develop the detailed scope of the project 

Produce an overall project plan 

= Propose a contract strategy 

Cany out Risk Analysis and plan for management of identified risks 

Produce a cost estimate and review against budget 
* Produce internal NEPA manpower resource estimates for the project and determine 

whether to provide resource internally or use consultants 

Prepare a project proposal for management approval. 

This phase of a project is completed when senior management gives approval for the pmject 
to proceed to the execution phase. 

After receiving nominations for all his team members, the project manager must assemble his 
team and allocate responsibilities, tasks and programme for completion of allocated tasks. 
Generally, at this stage the team has the responsibilities listed above, which are described in 
more detail below. 

3.1 DEFINE THE DETAILED SCOPE OF THE PROJECT 

Initially a project will have been proposed in outline to meet a company need or objective. 
For example, fault reports may show that a certain transformer has become unreliable. 'The 
outline plan would be to replace a transformer however this development phase of the project 
would develop the detailed scope by looking in detail at exactly how and what actually needs 
to be done to replace the transformer. Examples of issues to be considered when assessing the 
detailed scope are: 

What is the state of associated equipment like protection, switchgear, foundations, 
support structures, batteries etc? What needs to be replaced, what ought to be 
replaced? . A ~ W  will the equipment be replaced, main circuit ou-tages, safety issues in working 
close to live equipment? 

What risks are involved with canying out the project and who should manage those 
risks? . Environmental issues such as how to deal with the transformer oil. 

= Transport routes to and from the site. 

After identifying the overall scope of the project it is necessaty to determine how long the 
project will take to complete. Besides providing key milestones for the contract document, the 
project plan provides a basis for the financial cost profile for the project. 
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There will be constraints on working that need to be taken into account when making the 
plan, for example there may be constraints on when circuit outages may be taken. These need 
to be taken into account and be included in the plan. 

3.3 CARRY OUT RISK ANALYSIS 

As the technical scope of the project is developed the project team will identify risks to the 
project. This may be done individually or at team meetings, perhaps by "brainstorming". Any 
team member who identifies a potential risk to the project is duty bound to advise the Project 
Manager. 

Risks will generally be categorised as follows: 

Technical - will include issues such as site conditions, equipment compatibility, 
impact of new technology, project schedule 

= Safety - includes safety of plant, equipment, personnel and the general public 
= Commercial - will include terms and conditions, terms of payment, impact of 

technical issues on cost 
= Environmental - will include effect of environmental legislation on project 

completion, effect of necessary planning permissions 

Corporate - includes effect of project on corporate image, likelihood for public 
relations problems 

External - political, planning permissions and consents, community relations 

Each identified risk will be included in a Risk Register Form 002 - 06). The risk register will 
identify the team member allocated to manage the risk and the action taken. This will be 
reviewed and updated by the Project Manager at each project team meeting. 

Note: The aim is not necessarily to eliminate all risks, but to identify and manage them. The 
risk register is a tool to assist this process. Risk management is an essential part of the project 
manager's responsibilities 

3.4 PROPOSE CONTRACT STRATEGY 

~~~~~~~~strategy has an effect on the cost of the project and is basically a process of 
allocating risk management betweenNEPA and the contractor. The more risk that NEPA 
place on the contractor, through the contract, the more return the contractor is likely to seek 
through increased contracts value. (See also section 3.3 on Risk Analysis) 

.I As well as considering the contract types, the contract strategy must include an assessment of 
NEPA internal resource availability and capabilities. This means that an assessment must be 
made of whether NEPA has staff who have the necessary skills and experience to manage 
certain aspects of the project and also whether they are likely to be available. 

Z 

The contract strategy should give the best overall perceived balance between risk and cost for 
that particular project. It should be remembered that NEPA will pay for the risk no matter 
how it is allocated through the contract strategy. The best strategy is one that has the 
following important features: 
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= Is most effective in terms of overall project cost 
= Assigns the risk to the party best placed to manage that risk 

Recognises the unique circumstances of the project. 

There are a number of contract options to be considered with varying degrees of risk and cost, 
classed by scope, by risk or cost structure. 

3.4.1 Contract Type by Scope: . Construction Contracts 

- Engineer and Procure (EP) 
- Procure and Construct (PC) 
- Engineer, Procure and Construct (EPC) 

Power Purchase Agreements 

- Build, own, operate (BOO) 
- Build, own, operate and transfer (BOOT) 
- Rehabilitate, Operate, Transfer (ROT) . Other 

- Operate and Maintain (O&M) 
- Revenue Collection Management (RCM) 
- Rehabilitate 
- Maintenance 
- etc 

3.4.2 Contract Type by Risk: 

Turnkey - a single contract is placed for all the works in the project and the contractor is 
totally responsible for the successful completion of all the works. This appmach means 
maximum risk for the contractor and minimum risk for NEPA but normally a premium is paid 
for this and you would expect the turnkey contract to be the most expersive option. 

Composite - In a similar way to a turnkey project, NEPA would bundle works on one site 
into a single composite contract but works in the project on other sites wvould be subject to 
additional contracts. NEPA would manage the interface between the separate contracts and 
would therefore retain some project risk. You would expect the cost to be lower but this 
reflects the lower risk placed on the contractor 

Multiple Contracts - NEPA would place many contracts for the total project works for 
example,-there would be separate civil, mechanical and electrical main plant contracts. NEPA 
must manage the interface behveen contracts and ensure that the terms and conditions allow 
them to do this. The overall contract cost would be expected to be lower but the risks to 
NEPA are large and the possi6ility of claims high. 
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3.4.3 Contract Type by Cost Structure: 

Lump Sum - Only used where the scope of works is substantially understood and defined at 
the time of placing the contract The type of contract has an advantage in that it puts a ceiling 
of the cost but a disadvantage in that the costs are likely to be higher due to the contractor 
loading the price to cover any unforeseen risks. 

Unit Price - A flexible contract often used where the type of unit is well known but the 
quantities are not well defined, examples would be pipeline or cabling contracts. These types 
of contracts require careful measurement by NEPA and, therefore, involve a large 
administrative load. 

Cost Reimbursable - Sometimes used to fast track projects particularly where a s ~ r t  is 
required but the scope is not fully defined. This type of contract is flexible and allows changes 
in scope easily, however the contractor has no incentive to control his costs and thus it 
requires detailed administration of this type of contract by NEPA. 

Cost Plus - This type of contract reimburses the contractor for a defined scope of work. The 
contractor is guaranteed a basic sum which covers his costs plus a bonus or fee which places a 
ceiling on the overall cost of the defined scope. The contract has the advantage that the 
contractor bears all the cost ovemns over the contract value for the defined scope so he has 
an incentive to control his costs. The disadvantages are additional costs may be included in 
the basic sum as a contingency against cost ovemns and agreement on the cost basis for any 
substantial change of scope may be difficult. 

Time and Materials -. Normally only used for small plant contracts, repairs to existingplant 
and for the supply of labour only, for example, consultancy contracts. The contractor is 
reimbursed an agreed rate for the supply of equipment, the hire of plant, equipment and 
labour. These contracts are very flexible but need careful control and there are no incentives 
for the contractor to control his costs. 

3.4.4 Single or Competitive Tender 

The first decision is whether to have a competitive tender or not. Competitive tender should 
be regarded as the norm, especially for higher value projects. There may, however, be 
occasions where single tender action can be justified, but this should require 3pproval by a 
higher than usual level of Approval Authority, as described in the Finance Policy Guidelines. 

Single Tender can normally only be justified foj the followingreasons: 

Extension to or rehabilitation of existing equipment that can only be done by original 
manufacturer due to design compatibility. An example of this is extension to 4WkV 
Gas Insulated busbars as each manufacturer's designs are unique and not compatible 
with each another. 

Additional equipment on existing site where identical equipment eases operation, 
maintenance and spar,@ requirements. 

New technology where there is only one supplier - however this is a risky strategy and 
the team should question the merits of the new technology over the old and the risks 
associated with the new technology. 

The contractor is the only known source of the materials 
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Emergency where only one contractor can mobilise immediately, perhaps they are on 
site already 

In all other cases it is difficult to justify single tender action; a competitive tender will 
generally lead to better value for the company 

3.5 PRODUCE A COST ESTIMATE 

The project team must produce a cost estimate for the overall project for comparison with the 
approved budget and for fmal financial approval for the project to proceed. The overall cost 
estimate is made up of estimates of the cost of individual parts of the project There are three 
main elements to cost estimating and each must be completed to obtain a hue estimate of the 
project cost: 

3.5.1 Cost Estimate for Plant and Equipment 

The cost of each item of main plant and equipment should be estimated and recorded, a 
computer spreadsheet is a good tool for this task, as it is easy to make amendments at a later 
date if better estimating information comes to light. 

Estimates for each part may be made by reference to a number of sources, for example: . Database of costs . Recent contracts for similar work 

Budget prices given by contractors 

= Engineering judgement. 

However the estimate is derived, the source of the estimate should be documented as evidence 
for the estimate supplied for management approval and for future audit purposes. 

For each item of plant and equipment a likely risk to the cost estimate must be made by 
reference to the project risk assessment. 

3.5.2 Internal Resource Cost 

NEPA will expend internal resource on the project thiough the project team. The level of 
resource agd the cost of providing that intemal'resource should be estimated and included in 
the cost 'estimate. This is important for resource and skill planning. For large projects the 
intemal resource will be a small part of the overall cost but for small projects the intemal 
resource cost may be very significant and needs to be monitored very carefully by the project 
manager. 

Again, a risk element must be estimated for the risk of under or over utilising resources. 

3.5.3 Inflation - Phasing of Expenditure 

When all the plant equipmefit and resource estimates have been made, you have a cost 
estimate for the project if it all happens today. However, this estimate is not a true reflection 
of the final outtum cost of the project. The expenditure must therefore be spread out or phased 
over the life of the project with inflation being taken into account for projects spread over a 
number of years. 
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The starting point for expenditure phasing is the proposed project plan. The project manager 
may then estimate the likely value of work done at various stages through the plan and make 
additions for inflation. Again this can be conveniently carried out using a computer 
spreadsheet. 

When these stages of estimating have been carried out, the cost estimate is ready for the 
project approval paper (See 3.6 below and Procedure 002 section 2.2.5) 

3.6 PREPARE PROJECT APPROVAL PAPER 

When the team is satisfied that the project is adequately developed and that it meets NEPA 
objectives, a Project Approval Paper should be prepared for submission to the appropriate 
Approval Authority. The appropriate level of Approval Authority that is required depends on 
the value of the project and is specified in the NEPA Finance Policy Guidelines. 

The Project Approval Paper should be in standard format and cover the following topics: 

BackgroundIReason for the scheme 

System design issues 

Technical scope of proposed works 

Risk Analysis -description of risk and proposals for risk management 

* Proposed contract strategy . Estimated Outtum Cost 

Cost versus budget analysis - any differences with budget should be identified and 
discussed/justified. 

Analysis of financial impact on NEPA and ability to fund 

Environmental and planning issues. 
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4 Tender Develo~ment and Contract Award 

Tender development includes preparation of the tender and the selection of bidders. Both 
these activities may take place in parallel. 

4.1 WHAT IS A CONTRACT? 

Projects will normally be executed through contracts with competent contractors to provide 
goods and services at a time, to a quality and at a price agreed in the contract Projects may 
consist of one contract or many interacting contracts. 

A contract is a legally enforceable promise. If either party breaches the contract, the law 
provides remedies for the injured party or allows the contract to be rescinded. 

A contract defines the rights and obligations of both parties and requires four elements to be 
legally enforceable: 

Competent parties -both parties must be capable of fulfilling their obligations under 
the contract 

Proper and legal subject matter-the contract must relate to lawful activities 
* Agreement behveen the parties - there must be mutual consent by means of an Offer 

by one party and Acceptance by the other 

Consideration - the contract must contain details of the exchange of something of 
value (payment) in return for goods and services provided. 

4.2 CONFIRMATION OF CONTRACT STRATEGY 

Contract strategy has an effect on cost and so a proposed strategy must be produced in the 
development phase of the project. If some time has elapsed since management approval of the 
project the project team must review the contract strategy before proceeding further. Changes 
to the proposed contract strategy may be required due to: 

Change of technical scope 

Change of system requirements. 

Requirement to change programme 

4.3 SELECTION OF BIDDERS 

The tender list must be approved by the appropriate Approval Authority as set out in the 
NEPA Financial Guidelines and as described in procedure 003 section 1. This section of the 
manual deals with methods for the selection of bidders. 

4.3.1 Who Should be invitedto Tender? 

There may be large numbers of contractors vying for NEPA business. I~~espective of whether 
the contract will be single source or competitive, it is imperative that only competent 
contractors are chosen. 
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There are many ways of dealing with the question of who to put on the tender list and AEPA 
may wish to use some of the following as a basis for selection for the tender list: 

Contractors of International Repute 

International reputation does not necessarily mean that they will do a goad job in 
Nigeria. Ideally some form of pre-qualification should be used to demonstrate 
competence and suitability for the particular type of project (see prequalification 
section 4.3.3 below) 

People who have previously worked satisfactorily for NEPA 

A good way of choosing contractors as it is easy to demonstrate that they are suitable. 
This method is the basis of an Approved Contractor database (see 4.3.2 below) 

Approved Contractors Database (see 4.3.2 below) 

Advertising nationally andlor internationally to seek expressions of interest from 
contractors who might be interested in working for NEPA 

Pre-qualification to check competence and performance is needed for contractors who 
have never worked for NEPA previously. 

4.3.2 Approved Contractor Database 

A good way of dealing with "who to invite to tender" is for the company to maintain a 
database of Approved Contractors. An Approved Contractor is one who has already shown 
competence and satisfactory performance in the particular type of work. Therefore the project 
manager may have confidence that, in choosing a contractor from the database, he will be 
choosing a contractor with a track record of satisfactory performance in working for NEPA. 
Hence, such a database is a useful tool in selecting contractors. 

NEPA's Corporate Procurement Department should keep this database of competent 
contractors for all project managers to use and regularly update the information in it. An 
important part of contract closure is for the project manager to report on the contractor 
performance so that the database can be updated. Companies who receive adverse reports 
should be warned and, if performance does not improve, they should be removed from the 
approved list. (Note: Maintenance of the Approved Contractor database is a timeconsuming 
activity but well worth it) 

A database may be started at any time by collecting nominations as Approved Contractors 
from project managers from among those contractors already working for NEPA. Future 
additions to the database would be made through a prequalification process (see section 4.3.3 
below) 

The Approved Contractor database records the following information: . Name of Contractor 
,- 

Date of approval 

Scope of work for which approval is relevant 

Contractors are approved for the types of work for which they have pre-qualified or 
demonstrated competence. For example a contractor who is on the database approved 
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to cany out general building work would not be allowed to tender for work 
rehabilitating a steam turbine 

Contract value up to which a contractor would be considered 
' Date of last contract awarded 
* Performance on last contract, based on project managers assessment 

* Any other relevant comments. 

The existence of an Approved Contractor databasedoes not preclude another contractor from 
working for NEPA. In the case of a uon-Approved Contractor they can apply to be included 
on the list at any time and be required to go through a pre-qualification process. If they 
demonstrate appropriate skill and experience they can be included on the database and invited 
to tender in the future 

If an Approved Contractor database does not exist, the pre-qualification process should be 
followed to identify suitable candidates for inclusion in the tender list 

4.3.3 Pre-Qualification 

Pre-qualification of contractors may be a formal requirement if the contract value is above a 
specified threshold or in the following circumstances: . There are no suitable bidders for the type of work on the Approved Contractor 

Database 

The Project Team wish to introduce new bidders to broaden the contractor base for a 
particular type of work 

A new contractor applies to work for NEPA. 

Pre-qualification may be project specific and occur during the project process. Pre- 
qualification may also take place at other times to broaden the base of contractors on the 
Approved Contractor database. 

Companies invited to pre-qualify should be identified in accordance wiih section 4.3.1 

The purpose of pre-qualification is to ensure that contractors working for NEPA are 
competent. Pre-qualification is a lengthy process and time should be allowed in the project 
programme for the pre-qualification of contractors. Contractors will be assessed against 
defined pre-qualification criteria, including: 

Financial Standing 

Bonding capacity 

= Past performance 

Workload .P. 

- Current 
- Projected 

Resources committed to project: 
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Labour compatibility - Union issues 

Health & Safety records . Environmental record 

* Court cases -prosecutions pending 

Claims record -do they have a history of bidding low and making claims? 

4.3.4 Tender List Approval 

The tender list will be subject to management approval. If the tender list is not approved the 
project team must evaluate how to proceed. Rejection by management of the tender list 
should, however, be a rare occurrence and can only be on the grounds that the team: 

evaluated a contractor's capability incorrectly or 

did not open the list sufficiently to competition, e.g. by not advertising the 
forthcoming tender nationally or internationally or by not having enough bidders on 
the list. 

4.4 TENDER PREPARATION 

Tender preparation usually takes place at the same time as the tender list is being prepared, as 
these are not series activities. The project manager should allocate the task of preparing each 
part of the tender to the relevant specialist(s) along with a target date for completion that 
meets the agreed programme. Tender documents should include: 

Scope of Work: The scope of work should be described as fully as possible starling 
with a description of the site, whether it be existing or not, and any special condition. 
pertaining to the site. The scope of works itself should be described in terms that 
ensure that the contractor understands what he is required to do but, at the same time, 
should not be so prescriptive that it stifles contractor innovation and the possibility of 
alternative offers. As far as possible, it is recommended that NEPA produce a so- 
called "performance specification" that clearly sets out the overall objectives and 
standards, but allows innovation and optimisation on the part of the contractor. A 
scope that describes the work down to the last detail leaves ,unnecessary risk with 
NEPA and leaves the door open to claims at a later stage for little things that were 
missed. 

The scope should also include any targets, performance criteria like health and safety 
or environmental, an expected schedule and a clear, unambiguous definition of the 
responsibilities of both the contractor and NEPA. 

= Technical Specifications and Standards: The technical specifications should identify 
equipment performance criteria. Internationally recognised standards should be used 
where possible as this reduces the number of 'WEPA specials" and allows maximum 
contractor participation. Some contractors will not bid if it means deviating from the 
standard equipment that is supplied throughout the world 

* Relevant drawings 

a Proposal letter - standard form 

Quantities schedule and format for pricing 
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Data request forms - Request for Payment proposals 

= Proposed Incentives: Incentives take two forms, bonuses and penalties and should be 
linked to performance that is important to NEPA. 

The first question to be asked is why would NEPA include an incentive. If there are 
large penalties in the contract the bids will tend to be higher to offset some of the 
penalty. If there was no benefit to NEPA in including large penalties then why do so? 

The same applies to bonuses. Bonuses should only be offered where excellent 
performance allows NEPA to recoup in excess of the bonus offered. Bonuses should 
be commensurate with the risks involved and with the contractor's expected level of 
profit for the contract. The contractor will bid a price that gives him adequate return 
for the s e ~ c e s  provided and huge bonuses cannot be justified on reasonable 
commercial grounds. 

Evaluation criteria (optional): Evaluation criteria may be declared if the project 
team believe that this is beneficial. For instance, if the cheapest compliant tender will 
be accepted, it does not hurt NEPA's interests to say so. 

= Terms and Conditions of Contract including any special conditions: Standard 
commercial terms and conditions should normally be used for every contract. Non- 
standard terms and conditions may be used but these should be subjected to 
management review and approval prior to tender issue 

4.5 BID PROCESS 

4.5.1 Tender Review and Issue 

Following completion of the documentation a technical review is undellaken by the project 
manager to ensure that the specification meets the contract requirements and appropriate 
standards. Clearly the project manager may call upon experts to assist him with this review. 

When the project manager is satisfied with the Technical Specification along with the Terms 
and Conditions, the documents are collated to form a tender enquiry document Tenders may 
then be sought from bidders. Tenders are normally sought in writing but modem 
communications like the Internet are beginning to be used. 

The tender documents should be sent with a covering letter inviting tenders. The letter should 
make clear how to respond, when to respond and to whom. It should also identify how points 
of clarification will be dealt with and any arrangements for site visits during the tender period. 
Once the invitation to tender has been issued, the bid process is a very formal period during 
which there should be no unauthorised contact with bidders. As stated above, the tender 
documents should spell out whom the bidder should contact if he has any queries. The process 
needs to be managed very carefully by the Commercial Team member on behalf of the project 
manager to protect confidentiality and show probity in dealing with all bidders. 

4.5.2 Pre-Bid Clarification Meeting 

In the case of a complex contract it is often beneficial to have a pre-bid clarification meeting. 
NEPA may offer this in the tender document covering letter or one or more bidders may 
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request such a meeting. If several bidders request a pre-bid clarification meeting then NEPA 
may consider a single meeting with all bidders. This is acceptable because all bidders have the 
right to know what questions are being asked and what the answers were, and a meeting of 
this sort is often the most efficient way of communicating this information. 

It should be made clear at the outset of the meeting that verbal comments made in the meeting 
do not change the tender document. If any changes or clarifications to the document are 
necessary, NEPA will issue these in writing immediately following the meeting. 

The purpose of the pre-bid meeting is to: 

Ensure the fullest understanding of the scope of the contract 

To answer bidders' questions relating to the bid, the scope of work and technical 
specification. (see "Bidders' Questions") . Give bidders an opportunity to acquaint themselves with the site and examine the 
conditions. 

Where the contract is for refurbishment contracts or extensions to an existing site, the pre-bid 
meeting should take place at the site. In these cases it is common for the bid document to pre- 
empt the questions and to offer a site visit for bidders to get an appreciation of the state of the 
plant and equipment. It is the bidders responsibility to fully inform himself of the existing site 
conditions, and failure to do so does not relieve the bidder of the responsibility to put in a 
properly considered bid. Once a bid is received NEPA has the right to assume that the bidder 
has taken site conditions into account. However, Project Managers should look very carefully 
at tenders received where the bidder bas not taken the opportunity to visit sits as it is likely 
that the bid will have missed something. If the bid is very low then alarm bells should ring!! 

4.5.3 Bidders' Questions 

Bidders' questions may be raised at the pre-bid clarification meeting or in writing at any time 
before the bid is due. They should be answered as fully as possible, and all bidders should be 
advised of the questions raised and the answers given. All queries and answers should be in 
writing, as they become part of the fmal contract document. 

4.5.4 Extension to Time for Bid 

Sometinles individual bidders request an extension to the bid period. Each case should be 
considered on its merit initially by reference to the project programme. Issues to be 
considered prior to granting extension of time: 

How many bidders have requested an extension? 
= If only one has requested an extension, what is special about them? Were they just 

inefficient or did they not take your invitation to tender seriously? 

Does the extension impact on the project or is there float in the schedule? 

If there is no impact.b'n the schedule, does it suit NEPA's objectives to encourage this 
bidder and maintain the maximum competition? 

What is the bidder's track record on tenders? Are they normally on time and 
competitive or are they always late? 
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= Did the tender schedule expect too much? i.e. was too little time given for preparing a 
bid? - How much extra time do they want? Is the time extension significant? 

Having considered these points, if an extension can be granted with only minor impact on the 
overall project programme and it is considered to be in NEPA's best interests then it may suit 
the project team to grant the extension. 

However, if only one bidder has requested an extension, the extension affects the successful 
outcome of the project and the project team has confidence that the other bidders will meet 
the programme, then serious consideration should be given to saying no. Remember that 
NEPA controls the process at this stage; if the project team is convinced that the Company 
objectives are best served by continuing with possibly fewer bidders then that is what should 
be done. Also remember that a bidder who has asked for an extension may still put in a bid on 
time even if you have turned down the extension. At the end of the day he wants to work for 
NEPA if he thinks that he can make a good profit!! 

4.6 TENDER RECEIPT 

For large works or complex items of equipment purchased through advertised international or 
national competitive bidding, the bids should be received by the team member commercial 
who should convene a tender opening panel, preferably on the day of receipt but certainly 
within one week of the date of receipt of tenders. All bids should remain sealed and be stored 
in a locked cabinet until the tender opening panel convenes. 

Similarly, for procurement of spare parts, equipment and consumables thmugh limited 
competitive bidding, tenders should be received by the relevant procurement department and 
treated in exactly the same way. 

4.6.1 Late Bids 
Tender opening should take place at the appointed time. If tender opening takes place later 
than this then any bid that arrives before tender opening may be considered. Any bid that 
arrives after tender opening should be returned without opening. 

4.6.2 Tender Opening 

The team member commercial should convene a tender opening panel normally arranging the 
time and place on the day set for the receipt of tenders. The tender opening panel should 
consist of: 

= Project Manager . Team member commercial . Internal Audit. 

A tender opening panel is rgquired to demonstrate a transparent and fair bidding process. 
Each bid should be opened by the panel and brief details recorded, including the name of the 
bidder and unevaluated cost. Note should be made of any declared deviation from the 
specification and details of alternative bids should also be recorded. Using a tender opening 
panel produces an audit trail and reduces opportunities for malpractice in the bidding process. 
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The tender opening panel may operate in two ways: 

Bids may be opened in Public with all bidders invited to attend. 

Bids may be opened in a closed room where confidential matters may be displayed 
and discussed. 

Bid opening in public reduces the opportunity for malpractice in bidding as it is a totally open 
process but it is costly for all parties concerned. However all bidders are able to see for 
themselves that they have been treated fairly and this may have advantages for future dealins 
with contractors. 

Through this process an initial assessment and ranking may be made. For large, complex 
projects it may not be possible or desirable to evaluate all the bids and this ranking is 
important for choosing the bids to be fully evaluated. This does not preclude you returning to 
a tender later if the detailed evaluation of one of the chosen bids shows that it is seriously 
non-compliant or the headline price has increased through the evaluation. 

Following opening and registration of the bids, the Commercial Team member should take all 
copies of the bids and place them in a locked cabinet. 

4.7 TENDER CLARIFICATION 

4.7.1 Bid Confidentiality 

Bids are highly commercially confidential and the management of bids in this period is very 
important. The Commercial Team member should manage the bid documents on behalf of the 
project manager. There will normally be multiple copies of each bid; all copies should be kept 
in a locked cabinet under the control of the Commercial team member. An unpriced copy 
may be issued to a team member who is evaluating only part of the tender but this issue 
should also be strictly controlled. 

All bid documents should remain in the building and be locked away at all times when the 
team member is away from his desk. 

4.7.2 Bid Clarification 

Tenders should first be reviewed to check whether they are technically and commercially 
compliant To simplify this task it is good practice to ask bidders in the Invitation To Bid to 
identify areas of deviation from specification. All deviations should be recorded in an 
evaluation schedule for future reference. 

For all deviations and other points of clarification, the team should produce a series of 
questions for the bidder in an attempt to understand why the bidder has not complied fully 
with the specification and whether the bidder is prepared to make his bid compliant and at 
what cost. 

,- 
The team should be careful not to allow any bidder make a new cost proposal, especially a 
cost reduction, for the project during this period of bid clarification. Any cost change should 
only be in proportion to the change necessary to make the bid compliant Any other, non- 
proportionate cost reduction is suspect and should be rejected as a late bid. 
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4.7.3 Bid Clarification Meeting 

Where bids are very complex NEPA may seek a bid clarification meeting with one or more 
bidders. NEPA should prepare thoroughly for this meeting, making an exhaustive list of 
issues to be raised and areas of non-compliance, as you do not want to repeat the exercise 
with any of the bidders. This meeting should be held early enough to enable the bidder to 
respond formally to any issue raised that cannot be cleared at the meeting. 

A bid clarification meeting is not intended to be a negotiation but may develop into one. 
NEPA staff at the meeting should be aware of their limits of authority should some form of 
negotiation occur. The principles of negotiation are discussed in section 8 of this manual and 
in Procedure 011. NEPA staff should ensure that they do not enter into any negotiation 
without the appropriate preparation; it is better to withdraw and reconvene the meeting later 
rather than to continue and put NEPA into an unconsidered position. 

The aim of the meeting is to get all bids onto a level footing so that bid evaluation may take 
place fairly. In general the format of the meeting is that NEPA should ask questions and the 
contractor should answer. Discussion of technical points may be held to aid clarity. It is 
however a two way process and information given by NEPA at this meeting may cause the 
contractor to think again. However, if the contractor believes, after the meeting, that they 
cannot stand by their bid, the only recourse is to withdraw their offer. A rebid is not 
acceptable. 

4.8 BID EVALUATION 

The Commercial Team member should manage this "post tender clarification" on behalf of 
the project manager. All questions prepared by the team experts should be put in writing to 
the Commercial Team member for despatch to the bidder. This can be an intense period of 
activity - it is important to prepare the questions allowing enough time for a reasonable 
response from the bidder, remembering that any answer may raise further questions. 

All responses to questions have the same status as the original bid in that they are 
"commercially confidential" and should be treated in exactly the same way. The Commercial 
Team member should record the receipt of all responses from Bidders, lock them away in a 
cabinet and control access to the responses. 

4.8.1 Compliance 

Following exhaustion of possible questions, the team will need to decide which bids are 
compliant with the tender and which are not and what to do with a non-compliant bid. To do 
this they have to consider the nature of the non-compliance, which can be either technical or 
commercial. There are a number of possibilities.. 

A bid may have a number of minor deviations from the specification. You should not 
anive at this point with major differences, as these should have been ironed out in the 
bid clarification s t ap .  However you may still have minor differences because the 
bidder has absolutely refused to make his bid compliant in these respects. In this case 
a non-compliant bid may be accepted if that is a positive decision by the team. 
However, the team must consider whether being non-compliant still adequately meets 
NEPA's objectives. The real question is, "is the non-compliant bid really the 
bestkheapest?" 



= A bid may be non-compliant because the bidder has thought very carefully and either 
offered new technology that does the job better or innovation that meets the 
performance requirements of the specification but in a different way to that envisaged 
by the project manager. In this case the team may evaluate the non-compliant bid 
further if they believe that it is in the best interests of NEPA. 

A bid may be non-compliant because the bidder has overlooked something or made a 
very bad job of the bid. In this case, the team should not consider the incompetent bid 
further. 

4.8.2 Evaluation Criteria 

All bids should be evaluated against criteria set at the start of the process, preferably before 
the tenders are sent out. There is no standard set of evaluation criteria and the evaluation 
criteria for each contract should be considered in relation to the NEPA's policies or objectives 
at that time. 

Criteria to be considered include: 

Cost: It is valid to consider only cost and take the cheapest compliant bid no matter 
what. It is also valid to declare to bidders that the policy will be that the cheapest 
evaluated bid will win. Life cycle cost is extremely important, and the benefib of 
lower operating costs or better performance may exceed the extra capital cost. 

Cash Flow: If cash flow may be a problem then the bidder expecting later payments 
may have some advantage. 

* Performance: The specification will specify a performance level but the evaluation 
may allow greater weighting if proven performance exceeds the specification. 
Examples are for power plant where greater efficiency will lead to reduced fuel costs 
and overall lower costs for NEPA 

Reliability: Long term, proven reliability may also be a factor if you are buying base 
load type plant and equipment. 

Obsolescence: Old technology may receive a lower weighting if there are fears for the 
long term support of the equipment by the manufacturer. This is especially the case 
where new technology at similar cost is available. 

SourceIQuality: Certain countries or 'factories have a long term history of quality 
6roblems. Bidders may be asked to indicate the source of major equipment, and NEPA 
may apply a lower weighting on bids that include equipment hom sources know to be 
of poor quality. 

Maintenance periods and ease of maintenance: For base load plant and equipment, 
NEPA may apply greater weighting to bids that include equipment with significantly 
longer periods behveen routine maintenance and shorter outage times. 

When setting the evaluation criteria, NEPA will have decided what criteria are "must have" 
and what are desirable. ~ny'tenders that after clarification still do not meet the "must have" 
criteria should be disqualified. Each of the "desirable" criteria, including price, will have a 
weighting; the bids will be evaluated against each criterion and a weighted score derived. The 
sum total will be used to determine the bid ranking. 
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For large, complex contracts some form of negotiation may need to take place to arrive at a 
compliant bid with an evaluated cost. Negotiation principles are set out in procedure Oi I and 
in this manual section 8. 

Following evaluation, and negotiation where necessary, ranking of the bids and selection of a 
preferred bid may be completed. The contract may then be placed remembering that it is 
important to place the contract when you said it would be placed. Late placement of contract 
may impact on the contractor's ability to meet the end date and the contract starts off in crisis. 

4.8.3 Bid Negotiation 

The first question to be asked is what is the purpose of negotiation. If NEPA have received 
bids that are technically and commercially compliant and they are at the expected cost then 
there are no real issues for negotiation. 

Examples of areas where NEPA may wish to open negotiations would be: 

Terms of payment 

Incentives proposed by contractors 

New technology guarantees 
s Alternative offers 

(Refer to manual section 8 and procedure 01 1 for negotiation methods and procedures) 

4.9 CONTWCT AWARD 

The contract must be awarded to the bidder whose proposal is adjudged to be reasonable and 
the best overall value for NEPA. After the team has agreed on the best bid, the project 
manager should prepare a contract recommendation for approval by management according to 
the NEPA delegated authority schedule. The project manager should brief the relevant 
management authority and discuss the recommendation and any issues in advance to ensure 
that it will be approved. 

A recommendation to award the contract to any bidder other than thk lowest needs special 
attention and should be submitted to a higher management authority. 

Award bf the contract to the successful bidder must be in writing. It is also necessary to 
inform unsuccessful bidders in writing and to thank them for their time and effort in preparing 
the bid. 

4.10 LETTERS OF INTENT 

Letters of Intent are an emergency measure used when delay in placing the contract will delay 
the end date for the project. Projects should be planned with adequate time for evaluating and 
placing contracts but it sho.uld be recognised that sometimes processes are delayed and a 
Letter of Intent may be appropriate. 



ContraclMana~ernent Manual bi iul&xl 
IweDa:e:16DEcemba2an 

The following issues should be borne in mind when placing a letter of intent: 

Choice of Contractor: Normal rigorous tender evaluation must be carried out and the 
Letter of Intent issued to the contractor with the best evaluated bid. 

The Letter of Intent isn't a blank cheque for the contractor. It should state exactly what 
work is to be done under the Letter of Intent, when that work should start and the 
value of that work. This value is the only commitment being made by the Letter of 
Intent. If the contractor carries out any other work then it is at his risk. 

* Once a Letter of Intent is placed, the contractor sees himself as having a much 
stronger hand if negotiations are not complete. So BE PREPARED TO LVAL.K 
AWAY and place the contract with an alternative supplier. This means "lost cost" but 
it may be the best option in the long run. 
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5 Contract Execution 

5.1 CONTRACT MANAGEMENT AND MONITORING 

The primary purpose of contract monitoring is to protect NEPA's interests; there is no other 
reason for doing it. 

Contract monitoring is carried out on a daily basis through reports, personal checking of 
report validity, inspection, testing and certification. Monitoring should protect NEPA's 
interests adequately but not be so intrusive as to delay the contractor or cause nuisance. 

Contract Management and Monitoring must be appropriate to the type of contract. There are 
several different types of contract in NEPA and all the monitoring activities described in this 
manual and in procedure 006 are not necessarily appropriate to every contract 

NEPA contracts may be classified broadly as: 

* Contracts involving the creation of new or refurbished NEPA assets, for example, 
Conslruction new build, Extension to generationltransmission~distribution system, 
O&M, Rehabilitation, IPP. For all these contracts NEPA will pay the contractor for 
the equipment and services provided and NEPA will own all or part of the equipment 
at the end of the contract. 

= Contracts not involving the creation of new NEPA owned assets, for example, WP 
and EPP (where NEPA only has Power Purchase agreement), Revenue Collection 
(RCM). 

Irrespective of the type of contract, the contract manager must carry out common initial tasks 
to set up the appropriate monitoring of the contract and a relationship with the contractor. 
These tasks are described in detail in Procedure 006 section 2.1. 

The contract manager may then choose the monitoring tasks that are appropriate to his 
contract and proceed. In general, for any contract that includes progress type payments for 
work completed, the contract manager needs to set up systems for monitoring the following: 

Manufacturing quality 
= Manufacturing and site installation progress 

Financial forecasting 

Cash Management / payments 

Health and Safety performance 

= Environmental performance 

Customer and third p@y complaints. 

For other types of contracts where NEPA is paying, for instance, an IPP owner for energy 
delivered or a revenue collector for senices based on performance, the contract manager must 
set up systems to collect appropriate information against which to judge the contractor 
performance to ensure that the correct payments are made. 
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5.2 SITE INSTALLATION 

The purpose of monitoring site installation is to: 

Check progress against plan. At this stage of the project progress monitoring and 
verification becomes much easier because you can see the equipment and gauge the 
installation progress made. 

= Check quality of installation and materials 

Check compliance with Safety and Environmental standards and legislation. 

Monitoring may be continuous by having a permanent site presence or random by carrying 
out unannounced spot checks. Obviously the purpose is to safeguard NEPA's interests so the 
important thing is that monitoring should be adequate and appropriate to the type and phase of 
the contract. 

The contract allows NEPA to witness activities specified by the project manager. The project 
manager should mark up the con~c to r ' s  plan and identify activities that he wants his 
representative to witness. The contractor is obliged to give the project manager's 
representative adequate notice of these activities but is not obliged to delay the activities if the 
representative does not turn up having been given adequate notice. 

Prior to the start of site installation the project manager must hold a site inaugural meeting 
with the contractor to set up arrangements for: . Site Monitoring of installation 

Site Safety requirements 

Commissioning and Testing procedures 

Besides the specific witnessing activities identified by the project manager, the site 
representative has other general quality and safety responsibilities necessary to meet NEPA's 
objectives for monitoring. In particular attention should be paid to: 

= Satisfactory storage of equipment delivered to site 

= State of equipment prior to erection - has it been stored correctly or is it already 
deteriorating 

Use of correct fixings 

Quality of workmanship on site 

* Site cleanliness. A rubbish strewn site is an unsafe workplace 
= Safe construction of and use of scaffolding and access equipment 

site hazards clearly marked 

Correct certification of lifting and handling equipment 

* Correct use of perso&l protective equipment. 

NEPA's site representative should maintain a site diary and perhaps a photographic record of 
site progress, as this could be invaluable in any claim sitnation. 
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5.3 CO-ORDINATION WITH OTHER CONTRACTORS 

For contracts including site installation, co-ordination with other contractors is an important 
part of site management and one that can cause more complaints and disputes than anything 
else. 

It is possible that N E P A  will have more than one contractor working on a site at any time. If 
this is so then N E P A  should ensure that the contract advises the contractor that there may be 
other contractors on site and that it places an obligation on the contractor to work with the 
other contractors to the benefit of all parties. 

Clearly, if the other contractors are sub-contractors of the main contractor, then the main 
contractor has the obligation to manage their activities and ensure that they do not interfere 
with other works. However, if there are other contnctors working on other N E P A  contracts, 
N E P A  will have to manage the interface between the contractors. This is a risk to all projects 
on the site but should have been discussed at the contract strategy stage. 

If N E P A  has decided on a multi-contract strategy it must manage the contractor interfaces 
itself. In this case, the project manager should set up a site co-ordination fommlmeeting 
chaired by his site representative. This should meet as often as necessary and even daily if the 
works are at a critical stage. 

Contractors should bring their daily work schedules to the meetings and the meeting should 
identify any interface issues. The N E P A  site representative must treat each contractor fairly 
and try to eliminate interface problems such as two contractors trying to work in the same 
confined workspace or trying to use the same piece of N E P A  provided equipment. h T P A  
should also recognise that this process is likely to lead to claims for lost time and delay at 
some stage. The site representative's task is to manage the process and miniimise or eliminate 
all possibilities of claims. 

5.4 TESTING AND COMMISSIONING 

The contractor is responsible for testing plant and equipment to prove that it is fit for purpose. 
The project manager may request that his representative witnesses certain of tests; the 
notification of tests is dealt with above. The presence of the project manager's site 
representative does not take away the contractor's responsibility; the site representative is 
there o d y  to witness the tests and make a report to the project manager. 

When initial testing has been satisfactorily completed it is necessary to commission the new 
equipment onto the live system. This is a complex task that requires detailed planning of 
switching programmes; it is therefore necessary to involve N E P A  Operations staff. Note that 
it is neyer too early to set up the commissioning panel and start the process of planning for 
commissioning. 

Although the contractor retains the responsibility to commission his new equipment, N E P A  
operational staff is best p~a<ed to produce the switching programmes. The commissioning 
schedule must therefore be a joint effort between contractor and N E P A .  



Contrad Manwemen1 Manual kw Nu*. 1 

LnueDa?e: 16D-XO2 

5.5 CONTRACT COMPLETION 

Almost inevitably there will be some outstanding work remaining when the plant is 
commissioned. This will include items such as: 

= minor equipment defects 

updating drawings and provision of manuals 

provision of as-built drawings 

grouting 

= paintwork not complete . etc. 

These items should be compiled on a schedule of outstanding works, sometimes known as a 
punchlist or snagging list, and agreed with the contractor. The schedule of outstanding works 
becomes part of the taking over certificate that is given to the contractor on satisfactory 
completion of the commissioning tests. The taking over certificate signals the start of the 
Warranty period. 

THE CONTRACT IS NOT COMPLETE, AND MONEY MAY BE RETAINED, UNTIL 
THIS SCHEDULE OR LIST IS CLEARED. 

5.6 POST PROJECT REVIEW 
The project manager should hold an internal team meeting as soon as possible after 
commissioning to review the project, in particular: 
m What went well 

What went badly 

= Major problems encountered 

Contractor performance . Outturn cost against budget 

= Any lessons learned for the future. 

There shbuld be a formal process in NEPA for circulating "Lessons Learned" so that other 
contract managers may learn from the experience. 
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6 Manaaement of Contract Chanaes 

The ideal situation for both parties is that there are no changes to a project once contracts have 
been let but this is not realistic for projects spanning several years or where scope is not 
clearly defined. It must be accepted that change will happen and the important thing for 
NEPA is to manage that change and remain in control. Procedure 009: Procedure for the 
Management of Contract Changes explains in detail how contract changes should be managed 
by NEPA. 

Change can be initiated by the client (NEPA) or by the contractor. 

6.1 CLIENT-GENERATED CHANGE 

Client led change is normally driven by a change of technical specification, addition of 
unforeseen work or changed programme requirements. Sometimes the Contract Manager 
expected the change at the time of placing the contract and provisional sums may have been 
included in the Contract Authorisation, but not the contract price, to allow for this change. 
This contract authorisation allows the Contract Manager to proceed by instmcting the 
contractor and making any necessary amendments to the master contract 

Other client led change may be totally unexpected and, as well as requiring a change to the 
contract may require additional contract authorisation prior to the Contract Manager 
proceeding. This type of change should be related to the original scope of work and is 
normally unforeseen work discovered as the contract proceeds. Contract Managers should be 
very careful not to initiate unrelated work as a change to contract as this could be seen as 
single source tendering for new work under the guise of a contract change. 

6.2 CONTRACTOR-GENERATED CHANGE 

Contractor led change can be almost anything that the contractor perceives is not in the 
specification and, therefore by definition, not in his offer. Examples leading to contractor- 
generated change are unclear or incomplete specification. The -project team have a 
responsibility to make the specification as good as possible to minimise the opportunity for 
contractor-generated change. 

The coitractor may identify what hiperceives to be a contract change at one of the regular 
monthly meetings but must formally request the change in writing. The NEPA Contract 
Manager must then follow the process set out in procedure 009 in dealing with the change 
request. 

If the Contract Manager rejects a contractor's change request then it may be resubmitted it as 
a claim. This is dealt with under section 7 of this manual and procedure 010. 

Contract Managers should remember that their contract is authorised at a specific contract 
price. The contract authorisation should include provisional sums for foreseen extras. The 
Conttact Manager must understand his delegated authority and the procedure for obtaining 
authority to instruct change within the contract authorisation. 



GmfradMan~ement Manual Lauel i~nhxl  

L a u e D a e : 1 6 ~ m  

Any unforeseen change will require additional contract authorisation from the original 
Approval Authority. Procedure 010 describes the procedure for obtaining additional contract 
authorisation. 

Contract Managers should not agree changes with contractors until the appropriate wnhact 
authorisation is in place. 

However the change is generated, the project manager must verify that the change is valid and 
manage the change through the project change procedure. All changes need to be documented 
using standard forms and a register of changes should also be kept 
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7 Claims and Disputes 

7.1 CLAIMS 

The definition of a claim is: 

"A claim is a demand by the contractor for time andlor money which arises from a contract 
change or a contractor's perception of entitlement for something that the contractor believes 
to constitute a compensable change" 

Examples of situations leading to contractor claims are: 

Impact from Contract Manager instruction to change - cost and schedule effect on 
unchanged work 

Unforeseen changes to work not instructed by Contract Manager, but necessitated by 
work itself 

Late supply of master drawings or information by NEPA 

Late instructions to change requiring rework 

Delays, interruptions or interference by NEPA or other contractors - this is why 
management of interface between contractors is so important . Unduly strict inspection or delay to contractor awaiting NEPA representative 
witnessing activities 

= Interference by NEPA with contractor's methods or manner of performing the contract 
works 

Failure by NEPA to disclose certain information 

Late approval of contractor's designs or work methods 

Unforeseen below ground conditions 
= Almost anything else (especially if the bid was very low or the contractor is losing 

money!). 

Contractors are required to give notice that they intend to submit a claim, normally at the time 
that the claim situation arises. They are also required to provide a full documented 
explanation and supporting evidence for any claim. This explanation should include: 

Description of work performed, delayed or impacted 

Gost and schedule quantification . Contractual Basis for claim. 

NEPA staff should seek to adoid any claim situation arising by: 

Identifying potential claim situations and taking management action to mitigate the 
possible effects 
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Develop relationships or have discussions with contractors that discourage spurious 
claims 

Prompt resolution of acknowledged claims. 

7.2 CLAIM ASSESSMENT 

Any claim is a negotiation and should be treated as such. This Manual section 8 and 
procedure 01 1 deal with negotiation methods and procedures and as described there, it is 
useless to try to resolve a claim without adequate knowledge of all the facts. Careful 
preparation is required before making any response to a claim. There are three main steps 
needed at this stage to resolve a claim: 

1. to determine whether there is technical basis for the claim - the technical validity 

2. to assess whether the contractor is entitled to a claim - entitlement 

3. to quantify the value of the claim - quantification 

7.2.1 Technical Validity 

NEPA must examine every element of the claim to assess whether the claim is valid, i.e. 
whether there has been a material change to the work carried out under the contract f i s  
examination covers the scope of work, delay or impact claimed, the estimated resources 
necessarily involved, extra materials, extra engineering, etc to ensure there is a technical basis 
for the claim. 

7.2.2 Entitlement 

NEPA must make an assessment as to the contactor's contractual entitlement to a claim. This 
means that the Contract Manager must: 

Read and study all relevant parts of the contract to become fully familiar with the 
contractual position. 

Determine the facts using information from all relevant sources. Most claims are 
based on some facts; it is essential to understand all the true facis thoroughly to enable 
an assessment of entitlement to be made. 

a Examine the documents presented by the contractor. Look for inconsistencies in 
approach or missing facts that might discredit the claim. Require the contractor to 
prove a cause and effect relationship. 

This is independent of determining the value of the claim; that comes afier determining 
validity and entitlement. There is no point in wasting time assessing the value of a claim if the 
contractor is not entitled to anything. 

7.2.3 Quantification 

Having established the technical and contractual validity of the claim, NEPA must make their 
own assessment of the value of the claim. 
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Remember that the contractor is probably expecting to have the claim settled at less than he 
has submitted so has probably allowed for this in the claim. Therefore seek p m f  of 
expenditure and detailed calculation of the claim. 

Submit the claim to independent audit if feasible or cost effective to do so. 

7.2.4 Claim Response 
After preparing thoroughly the Contract Manager is in a position to proceed with a response 
to the contractor. Appropriate responses are: 
= Complete rejection of the claim - Agreement to the claim validity but not the value 

= Agreement to the claim 

7.2.4.f Complete Rejection o f  the Claim 
The Contract Manager should prepare a letter rejecting the claim and explaining the basis of 
his decision. The Contract Manager should recognise that the contractor may pursue this 
claim further leading to negotiation and possible dispute. 

7.2.4.2 Agreement to the Claim Validify but nof the Value 

The Contract Manager should prepare a letter acknowledging the validity of the calim but 
rejecting the value. The basis of his decision should be set out in the letter. Again, the 
Contract Manager must recognise that the contractor may take this further through 
negotiation. 

7.2.4.3 Agreement to the Claim 
The contractor should write to the contractor agreeing the basis and value of the claim 

If any claim is agreed either in writing or later through negotiation, the Contract Manager 
should prepare a Variation to Contract as described in procedure 010. 

7.3 CLAIM DEFENCE 

Successful defence against a claim, like any negotiation, depends on good preparation. There 
are tw6 types of defence: 

7.3.1 Factual Defence 
Dispute the facts: use every opportunity to fmd inconsistencies in the contractors approach. 
NEPA needs their own evidence for this and a good documentation system will help here 
(Manual section 10) 

Dispute damages: require the contractorto prove the level of damages that he alleges that he 
.I 

has suffered. 

Both Parties a t  fault: Try to establish some blame on the part of the contractor and a basis 
for appoffioning cost. 
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Mitigation: The contractor has a duty to mitigate any loss. Use evidence to show what actions 
he could have taken, but did not, to mitigate his losses. 

7.3.2 Contractual Defence 

Check whether the contractor has followed the provisions of the contract. Use any breach of 
contract to make a counterclaim or reduce the effect of the claim. Seek legal opinion where 
necessaiy. 

7.4 DISPUTES 

Most contracts include a process for settling contractual disputes. A claim and negotiation is 
the first step in the process of dispute resolution. Occasionally a claim cannot be resolved 
through a reasonable period of negotiation and further steps will be invoked. Initiating the 
dispute procedure indicates a breakdown of the relationship behveen the Project Manager and 
the Contractor. 

The principles in dealing with disputes are similar to the principles of negotiation. The main 
difference is that you cannot walk away from a claim - IT MUST BE RESOLVED. 

It should be NEPA's aim to settle disputes at the lowest level possible by negotiation behveen 
the parties with the most knowledge of the facts and circumstances. Reference to arbitration 
or the courts is costly and causes long delays. Although there will eventually be a resolution, 
it normally produces nothing but acrimony. 



8 Negotiation 

Negotiation is a process that may be used at any time in the contract cycle, possibly before 
contract award to sort out details of the contract but also during the contract to sort out details 
of changes to contract or finally, at the end, to sort out any contrachlal disputes. Negotiation is 
a communication between parties to reach a mutually beneficial outcome. 

The objective of negotiation is not simply to prove that the other party is wrong, it is not a 
competition with winners and losers. The objective of negotiation is to fmd a combination of 
issues and costs that the parties fmd acceptable and can agree on. A successful negotiation is 
concluded with both parties believing that the outcome is beneficial i.e. a win-win outcome. 

The key principles for successful negotiation are: 

Preparation: Know the issues and each party's needs. 

InternalAgreement: Ensure that your team are all agreed on the negotiating 
strategy before entering negotiations. 

. Confidence: Let the other party know that you are comfortable with your 
company's position and your grasp of the issues. 

= Composure: Take issues seriously but not personally. Do not dtow 
irritation or lose your temper, ensure that your team remains 
controlled at all times. 

Receptiveness: Be fair, reasonable and honest - it puts pressure on the other 
party to do the same. 

Flexibility: Be willing to compromise on an issue that is important for the 
other party to win, even if they are not right, if it is likely to 
yield long term benefits to your company. 

Negotiation by coercion is not usually effective and is often counterproductive as the other 
party is likely to take a more entrenched position. 

8.1 LEAD NEGOTIATOR 

In a negotiation NEPA should appoint a Lead Negotiator for the project team. The Lead 
I Negotiator should have suff~cient experience and capabilily to match the likely complexily of 

the negotiations and have adequate authority within NEPA to allow him to conduct 
negotiations. The Lead Negotiator should, where applicable, be knowledgeable about NEPA 
business policies and objectives. For a specific negotiation the Lead Negotiator should have a 
good working knowledge pf the contract, the issues for negotiation and have previous 
negotiating experience. . '  
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8.2 PREPARATION 

The key to successful negotiation is adequate preparation before the negotiation meeting. The 
team that does the best job of analysing the issues and preparing their company's position will 
normally benefit most from the negotiation. Good preparation means the following: 

8.2.1 Choose the Negotiating Team 
The Negotiating team should include only those people from the contract team with a valid 
contribution to preparing for the negotiation. For the negotiations themselves a Lead and 
Back-Up Negotiator should be nominated from the team, but there should be only one 
authorised spokesperson. The negotiating team should be the minimum number of people 
possible; this reduces the chances of damaging casual remarks or unguarded talk at lunch! 

8.2.2 Define NEPA Objectives 

The Negotiating Team must defme their objectives when developing a negotiating strategy. 
The strategy must consider the relative strengths and weaknesses of both parties' cases and 
establish NEPA's backstop position on each issue beyond which they are not prepared to go. 
When this has been done the Lead Negotiator must prepare a negotiating position brief which 
includes a statement of the worst position that NEPA are prepared to accept on each issue up 
for negotiation. This brief should be agreed with senior management. Formal approval of the 
company's position, by the relevant delegated authority, gives the Lead Negotiator the tools 

, to negotiate 

The negotiating brief must clearly identify: 

What can be compromised 

What cannot be compromised 

What is expected to be compromised. 

The Negotiating team must be realistic in setting these objectives and anticipate that the other 
party will also have done this. 

8.2.3 Anticipate the Other Parties' Objectives 

It is important to anticipate the other parties' negotiating position. This will help your team to 
understand their negotiating objectives. Many factors affect their attitude to the negotiations, 
for example: - If you are negotiating a new contract, what do you think their order book is like? If 

they have lots of work they are less likely to want to give too much away. If their 
order book is empty, they may be desperate for this order and conduct the negotiation 
differently 

Do you think that they made a loss on the contract? If so, they will negotiate the 
claims very hard and,be looking for a high settlement. 

Does the other have cash flow problems? If so, they may want a quick 
settlement. This may give you the edge in negotiation. 
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8.2.4 Assemble All Relevant DatdDocurnentation 

All relevant documents should be readily available in the master filing system (See section 
10). The Lead Negotiator should assemble all the documents pertaining to the negotiation. In 
the case of a claim situation he should prepare a statement ofthe facts with cross-references to 
the relevant documents. This will aid preparation of the claims meeting agenda and his 
presentation or discussion in such meetings. 

In a claims situation, preparation may include detailed analysis of the progress and execution 
of the contract. It is important that this is done before relevant site personnel are dispersed to 
other jobs. 

8.3 NEGOTIATION MEETING 

Prior to the meeting there are a few basic guidelines to remember: 

Where are you negotiating? NEPA's offices give you home ground advantage. AH 
your resources are nearby and you are comfortable. Also, you haven't spent the last 
two hours getting frustrated at the airport or in traffic. As the client, NEPA ought to be 
able to insist on home ground. 

Prepare a written agenda and issue it to the contractor at least one week before the 
meeting. It is preferable to issue a draft agenda earlier than this and seek mutual 
agreement on the items for discussion. (Section 9 of this manual talks a bit more about 
control of meetings). 

Once you are face to face with the bidder, negotiation is a matter of personal style and 
depends a lot on experience. There are no golden rules on how to proceed or "magic formulae 
for success" but the following points might help in conducting such meetings: 

Agree who will chair the meeting. As the client this should be NEPA's representative 

Provide a congenial atmosphere, make everyone feel comfortable 

Schedule breaks to review what has been discussed and agreed. Also refreshment 
breaks, nobody reacts well to being hungry or thirsty. 

Stick to the agreed agenda. Do not allow any other business items, these should be 
deferred to another day to allow you time to think about i t  

= Avoid unnecessary intemptions. If you are negotiating in NEPA's offices allocate 
time and ensure that you are not disturbed - messages can wait, and switch off all 
mobile phones 

? 
. Avoid taking hard positions that you may need to retreat from later. 

* Keep detailed records of the discussions. NEPA, as the client, should produce the 
formal record, which will need to be agreed with the contractor prior to issue 

Approach the negoti3tion in a professional manner 

Try to avoid apportioning blame 

Try to avoid making the other party look incompetent 

Try to avoid making the other party look unreasonable 



ConlraclManagemenl Manual IswreHlmba.1 
LssueDde: 16Cem&i2m2 

= Do not show impatience, saying, for instance, that your time is short or valuable - so 
is theirs 

Do not lose your temper or show anger 
= Try to show that you are pleased when progress is being made. 

Finally, negotiation is a process for resolving a difference of opinion. If the negotiation is the 
result of a claim, the negotiation is a means of avoiding a long acrimonious dispute through 
the courts. This is seldom satisfactory for either party whose best interests are served by a 
thorough, professional negotiation leading to a resolution of the dispute from which both 
parties may take some satisfaction. 
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9 Conduct of Meetinas 

NEPA is the client or employer and NEPA's needs will be best served if NEPA takes control 
of meetings with contractors. Meetings with contractors take a number of forms: 
= Information meetings - examples are pre-bid clarification, tender clarification, 

Inaugural contract meeting, monthly review meetings 

Technical meetings - examples are testing and commissioning meeting 

Negotiations - examples are claims, disputes, pre-award meetings. 

The most important part of any meeting is the preparation beforehand. The contractor will be 
well prepared so NEPA must be also. 

Irrespective of the type of meeting there are a number of ways in which control can be 
exerted, by setting the agenda, choosing the venue where the meeting is to take place, chairing 
the meeting and writing the minutes. 

9.1 SET THE AGENDA 
The first control mechanism is to set the meeting agenda. In this way NEPA ensures that the 
discussion centres on what NEPA has prepared and wants to talk about. 

Agenda should always be agreed with the contractor and hence should be prepared at least 10 
days in advance of the meeting so that comments can be made and a final agenda distributed 
abbut a week in advance. ~h'im~ortant thing is that by starting the agenda off NEPA have 
the opportunity to put what they want discussed at the head of the agenda and it won't be 
forgotten. 

There is nothing wrong with using standard agenda as long as NEPA issue it. 

9.1.1 Any Other Business 

The most dangerous item on any agenda. This is where the contractor has the oppofitunity to 
table something that NEPA participants ha./e.not prepared for. Consider not including Any 
Other Business in the agenda. If the contractor tables "Any Other Business" at the meeting, 
do not be afraid to simply note the topic and defer discussion to the next meeting. 

Remember that if an "Any Other Business" item was really important it should have been put 
on the agenda that was agreed and distributed a week before the meeting. If something has 
occurred in the time after.distributing the agenda that makes an item a contractor priority, a 
supplem~ntary meeting can always be arranged within a few days, this delay gives NEPA 
time to prepare properly 

Z 

9.2 SETTHEVENUE ~' 

As the client, NEPA has the right to set the meeting venue, which should normally be in 
NEPA headquarters. If a site visit is needed then it is valid to have a meeting on site but if this 
is not a benefit, why travel? 
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Some of the reasons affecting the choice of venue are: 
= NEPA staff do not have to travel so they are fresh for the meeting. Anyone travelling a 

considerable distance may be tired and frustrated before the meeting staris. 
* NEPA office is familiar and all the relevant files and experts are on hand if needed. 

9.3 CHAIR THE MEETING 

Chairing the meeting allows NEPA to: 

Control the pace of the meeting 

Control the length of discussion on particular topics 

= Ensure that what NEPA thinks is important is dealt with properly 

Control "Any Other Business" i.e. defer it to a later meeting more easily. 

9.4 WRITE THE MINUTES 

The final control mechanism - if NEPA writes the minutes it ensures that anything that NEPA 
think is important is included. 

The minutes must be a factual record of what was said, and must he circulated for comment 
and agreement by the contractor before final distribution but, like the agenda, if NEPA write 
the minutes initially then it has control of the interpretation of what was said. 
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10 Control of Documentation 

10.1 WHY KEEP DOCUMENTS? 

Documentation, including a system for monitoring thereceipt of documents and action taken 
on receipt provide a date stamped record of contract activity. Documentation is therefore of 
crucial importance to successful contract management and the maintenance of good records 
throughout the life of the contract will assist in the resolution of any disputes, as they provide 
evidence of what occurred. 

10.2 FILING SYSTEM 

Having established that a good documentation system is essential, the contract manager 
should set up a filing system at the earliest opportunity to enable control of the documentation 
and easy retrieval of information. The Contract Manager should keep one master set of files. 
Other team members may keep copies of documents but all original documents should be kept 
in the master set. 

As a minimum, the filing system should keep the following records: 

INDEX OF FILES 

B. CONTRACT 

B.l Conformed copy of contract 

B.2 Change Notice LogIChange Notices 

B.3 Change Orders 

B.4 Insurance and Bond Certificates 

C. CORRESPONDENCE 

C. 1 Correspondence Register 

C.2 Communications to Contractor (Letters, Facsimiles, e-mails') 

C.3 Communications fiom Contractor 

C.4 Minutes of Internal Meetings 

C.5 Minutes of Meetings with Contractor 

D.l Design Submissions 

' Be aware that e-mails may help understanding of some of the issues. but are generally nM admiaible as fwnal 
communication between the parties 
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D.2 Drawing Index 

D.3 Drawing Transmittals 

E. REPORTS 

E. 1 Contractor Progress Report 

E.2 Inspection/Quality Reports 

E.3 Site Reports 

E.4 Accident Reports 

F. CONTRACTOR PROCEDURES 

F.l Health and Safety Procedures/Performance 

F.2 Site Security 

F.3 Environmental Procedures/T'erformance 

G. FINANCIAL MATTERS 

G.l Contractor Invoices/Application for Payment 

G.2 Progress Verification Certificates 

G.3 CasMow Forecast 

G.4 Value of Work Done Profile 

H. ACCEPTANCE AND CONTRACT CLOSEOUT 

H.l Final Inspection Reports 

H.2 Taking Over CertificatefDefects on Taking O V ~ I  

H.3 Maintenance Certificates 

4 Final Acceptance 

I. CLAIMS 

1.1 Contractor ~ 6 i r n s  

A contract may generate many hundreds ofdrawings. It is not essential fw the project manager to keep lhac 
in his oflice. it is good practice to keep drawings in a central drawing registry, but the drawing index and good 
control enable them to be retrieved quickly. 
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L2 Claims Analysiflegotiating Brief 

1.3 Claims Correspondence 

1.4 Minutes of Claims Meetings 

1.5 Claims Reports to Management 

1.6 Claims Agreements 

J. CONTRACT CLOSURE 

J.l Contract Closure Report 

J.2 Contractor Performance Report 

It would be useful if NEPA adopted a common file numbering system for each type of file as 
this would make it easier to retrieve particular types of information and to help sfaff 
transferring between contracts. 

10.3 CORRESPONDENCE 

As described in 10.1 above, written communication is very important in contract management 
and it is essential that the contract manager puts effort into contml of the contract 
correspondence. The purpose of controlling correspondence is to ensure that: 

All correspondence to and from the contractor is accounted for, i.e. the contraft 
manager knows where it is 

* Required replies are sent and responses received 

Correspondence can easily be identified and retrieved 
= The responsible team member can be identified and any action taken recorded. 

Formal communication behveen NEPA and a contractor must be in yriting by letter behveen 
the responsible persons nominated in the contract or nominated subsequently at a meeting and 
recorded in the minutes. Verbal communication and agreements have no validity until 
confimied in writing because verbal communication cannot be reproduced in any contractual 
dispute. 

To be effective, all communication with the contractor should be clear and unambiguous to 
reduce the possibility of misunderstanding. Separate letters should address separate topics, 
this aids understanding by making letters shorter. It also aids the response time because 
simple topics do not need to wait for more complicated issues to be resolved before a 
response is made. Clearly, several questions on the same topic may be in one letter. 

Preferably the contract ma%ager or person nominated in the contract, if that is not the contract 
manager, should sign all letters. This makes control of outgoing correspondence easier. All 
letters should contain the following: - Clear statement of the subject matter 

Date 



Reference number; all correspondence should have a unique reference 
= Clear identification of any enclosures 

Specify expected date for response p u t  be reasonable!!) 

Other ~ l e s  for letters are: 

Keep to the point and be objective and factual 

Do not use inflammatory language - remember that all written exchanges may be used 
as evidence by the contractor as well as NEPA. 

A correspondence control system consists of a correspondence incoming register and 
correspondence outgoing register (Standard Forms MMP- 001, MMP-002 anached to this 
manual should be used for this purpose). 

All incoming correspondence from the contractor should be logged in the register along with 
the name of the team member allocated to produce a response. The date of the outgoing 
response should also be logged. The use of this log at internal meetings allows the conhct  
manager to follow up actions and ensure that responses are being prepared. 

In the same way, correspondence initiated by NEPA should be logged in the outgoing 
correspondence register. This register may be used at regular meetings with the contractor to 
pursue late responses. 

Original copies of all correspondence should be put in the appropriate master files. 



11 Miscellaneous 

11.1 MANAGEMENT CONTROL AND PROJECT AUDITABILITY 

11.1.1 Management control 

Management control is exercised in a variety of different ways: 

= issuing project guidelines (including procedures) 

* reporting 

decision points. 

Project guidelines are issued to guide the development and execution of a project, and include 
the project management procedures. 

Project Managers and Contract Managers must report regularly to management throughout 
the life of a project. The key is "no surprises", i.e. management must be continually aware of 
what is going on. 

There are many decision points during a project, where management formally exercises 
control by making decisions, for example approving recommendations (or not). Decision 
points are listed in the following table. 

Table I -Management Decision Points 

Documentation Management Decision 
Project justification and smping papers whether to proceed wilh projed development 
Project approval paper whether to proceed wilh pmjed 
Tender list whether to appmve list of companies to be invited to tender 
Tender documents none required 
Tender evalualion criteria criteria must be in line with pmject guidelines, objectives and 

wnstrainls 
Conlract recommendation whether to appmve conlrad award . 
Nmotiatina brief whether lo appmve neqolialing approach and negokiting limits 
~ G t i n ~  minutes 
Reportsand briefing 
Change Notice 

review and action - 
review and action 
vvhether to approve change 

Management decisions are recorded by approval signatures on document andlor by 
management committee minutes. 

11.1.2 Accountability, Transparency and Auditability 

Accountability: Project Managers and Contract Managers are accountable to management for 
discharging their roles in pcordance with guidelines, procedures and objectives and for 
providing management wiih adequate information to make decisions. Management can be 
held accountable since their record of decision-making, etc. is open to third-patty scrutiny. 
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Transparency: Contractors and third parties should recognise that decision-making is 
managed according to a defined, planned process and that dealings are conducted fairly and 
openly. 

Auditability: Requirements by the procedures for key decisions to be properly justified and 
documented, combined with effective document management, enable decisions to be readily 
audited. Other project documentation of all kinds is also auditable: correspondence, meeting 
minutes, reports, forms, test results and certificates, etc. 

The following charts indicate where management decision points occur, and list several 
documents that are useful in establishing an audit trail in addition to the recorded management 
decisions: 

Project Justification Paper 

Project Scooping Document 

Project Approval Paper . Tender List 

Tender documents, including contract terms and conditions and evaluation criteria 
= Bid clarification - queries and formal responses 

Contract Recommendation 

Contract management documentation 

= Final Completion Report 
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11.2 INSURANCE 

Every contract requires the contractor to provide insurance cover for risks encountered whilst 
carrying out the contract works. The insurance requirements must be specified in the contract 
and must be appropriate to the type of work. Examples of insurance requirements are: 

Commercial General Liability: this insures the contractor for its liability to third parties 
arising fmm the performance of its duties. It covers injury to third parties, like NEPA staff, 
and for damage to existing buildings and property. 

Builder's Risk Insurance: This insurance provides cover for physical loss or damage to the 
new equipment under construction. It normally covers for loss or damage whilst in storage or 
in transit by road or rail to the construction site. The insurance should cover the full 
constructed cost of the plant and equipment and may need to be amended if there are any 
contract changes. 

Marine Cargo Insurance: This insurance covers the plant and equipment for loss or damage 
whilst in transit by air or sea and normally applies from warehouse to warehouse. 

Delays in Completion Insurance: This insurance covers the contractor for the payment of 
debt service in the event that the project is completed late due to loss or damage to the 
materials in transit. The actual materials damage is covered by Builder's Risk or Marine cargo 
insurance. 

Professional Liability Insurance: This covers the contractor against liabilities incurred due 
to mistakes or errors in providing his professional services. 

11.3 BONDS 

The contract normally requires the contractor to furnish NEPA with bonds. Common types of 
bonds are as follows: 

Bid Bonds: These ensure that the selected bidder will honour its bid or forfeit the bond. Bid 
bonds are usually for 5 - 10% of the total bid price. 

Performance Bonds: Performance Bonds are required to ensure that the contractor completes 
his obligations under the contract, including those that extend beyond final acceptance, for 
example, Warranty. 

Payment Bonds: Payment Bonds ensure that the contractor's suppliers and subcontractors are 
paid for the work that they have carried out. 



11.4 USE OF CONSULTANTS 

Consultants have a number of purposes: 

m To provide a source of expertise or experience not available within the company 

To provide extra resource where insufficient resource is available within the company. 

It is not wrong to use consultants, for example, a company may have a problem that needs a 
particular skill to solve. It may not be cost effective to permanently employ this skill and a 
short-term consultant is the best solution. Consultants are also often able to complete tasks 
more quickly due to their unique experience or due to the fact that they are employed for one 
task and are not easily diverted by pressing daily matters. 

Consultants are contractors and will cany out whatever tasks are specified for them. It is 
important, when employing consultants, to get the specification correct and to ensure that the 
consultant knows his scope of work and, particularly, whom he is responsible to. With this in 
mind, it is perfectly reasonable to employ a consultant to manage a project or represent a 
project manager at a meeting with a contractor. The important thing is for NEPA to ensure, by 
briefmg the consultant in advance, that the consultant fully understands his role and reports 
back to the person in NEPA who manages his contract. The consultant must also understand 
the limits of his responsibility and in what circumstances he must refer back to NEPA. 

Consultants should be considered as part of NEPA's team and not as outsiders. If NEPA want 
the best results from the consultant, they must include the consultant in team meetings and 
decision making whilst retaining control of their activities. As with any other contractor, 
NEPA should insist on regular meetings and reports form the consultant, this helps to forge 
good working relationships and will ensure that NEPA obtain the best value from the 
consultant's services. 
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11.5 MANAGEMENT OF POWER PURCHASE AGREEMENTS (PPAS) 

11.5.1 Introduction 

It has been recommended that a contract team approach be applied to the management of all 
contracts. This approach has been outlined in papers presented to NEPA and detailed in the 
contract management procedures. 

With regard to the PPAs, it has been recommended that the contract management should be 
the responsibility of the Corporate Planning & Strategy Department. This recommendation 
should he implemented by appointing the AGM (Business Development and Contract 
Management) as chairman of the PPA Implementation Committee to manage all PPA 
contracts. This responsibility runs from inception to closure, including both construction and 
operational phases. The Committee should be managed as a contract team, as described in the 
contract management procedures. 

11.5.2 Team Constitution 

The Chairman is the only permanent member of the PPA Implementation Committee, and his 
job is to manage the activities of the committee and its members. The Executive Director of 
Corporate Planning should nominate the Chairman in writing. The letter of appointment 
should include the Chairman's specific delegated level of authority for the contract. ?he 
specific delegation should be sufficient to allow the Chairman to manage the contract 
effectively. 

The Chairman should identify the team members necessary at various stages of the contract 
and seek nominations from relevant departments. Nominations may be full or part time 
depending on the time requirement identified by the Chairman and the phase of the project. 
Committee members should be nominated in writing; nomination commits the department 
and the individual concerned to allocate the time requested by the Chairman. 

Typically a generation project will take from 2 - 3 years to construct and commission, 
following which the IPP generator produces power to the Grid as despatched by NEPA. As 
far as the constitution of the PPA Implementation Committee is concerned, the project may be 
split into four phases. This is shown diagrammatically below along with expected PPA 
Implementation Committee membership: 
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Phase 3 starts about one year prior to the commissioning of the generator and includes 
preparation for plant commissioning, testing and handover. At this stage it is essential to 
include a nomination from National Control to ensure that commissioning of the plant onto 
the NEPA grid and performance testing proceed smoothly. 

Post commissioning, the committee's role becomes primarily one of checking plant 
performance, calculating the payments due and ensuring that the payments are made. 

11.5.3 Team Member Responsibilities 

The Chairman of the PPA Implementation Committee fulfils the role of Contract Manager 
and has authority to direct team members to cany out tasks within their experience and 
expertise. 

11.5.3.1 General Team Member Responsibilities 

All nominated team members have a responsibility to read and understand the 
contract. 

Any team member may be directed by the Chairman to respond to particular 
Contractor queries. 

11.5.3.2 Chairman (Permanent) 

On behalf of the Executive Director - Corporate Planning and Strategy, to chair the 
committee and make appropriate decisions within the delegated powers set out in 
writing. 

To meet the contractor on a regular basis, with appropriate team members, to discuss 
matters and issues arising on the contract. .. 

The Chairman should be supported by a numerate and computer-literate assistant, who would 
normally be a permanent member of the Corporate Planning and Strategy Deparbnent. 
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11.5.3.3 Team Member- Generation (Permanent during construction phase) 

On behalf of the committee chairman: 

= To witness performance tests and review results 

= To check progress on the installation of generation equipment against the plan and to 
advise the committee of any delays. 

11.5.3.4 Team Member-Transmission (or Disfribution) (Permanent during construction phasep 

On behalf of the committee chairman: 

= To review proposed transmission equipment compliance with standards and 
specification 

= To deal with any contractor queries concerning the transmission equipment supplied 
under the contract 

To check compliance of the transmission and generator equipment with the contact 
and relevant transmission standards and grid code 

= To check progress on the installation of transmission equipment against the plan and 
to advise the committee of any delays 

To chair the commissioning panel that is constituted with the PPA contactor. The 
commissioning panel has to agree that the equipment is fit to be connected to the Grid 
and plans the switching programme for connection and the necessary load tests. 

11.5.3.5 Team Member- Operations (National Control) (Permanent during Phase 3) 

On behalf of the committee chairman: 

= To be a member of the commissioning panel 
= In conjunction with the contractor, to write the commissioning switching pmgramme. 
= To liaise with National Control during the commissioning process. 

11.5.3.6 Team Member- Legal (not permanent team member) 

On behalf of the committee chairman: 

To prepare any non-standard Terms and Conditions 

To interpret complex contaclual clauses. 

11.5.3.7 Team Member- Finance (not permanent team member) 

On behalf of the committee chairman: 

= To confim that invoices are compliant with contractual terms of payment 

* To keep cashflow forecasts up to date 

To ensure that finadial provision is made for impending invoices 
= To assist with budget predictions and formulation of annual budgets. 

' It k expcled that mcht PPA mlrklr w l d  mMect to Um Trammiuim Sy%lem. W e  U. o x m d n  h io h Dhkrbikm syslem. 
Wis wrxlld be a Team Memte- Diilribulion. 
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11.5.3.8 Team Member - Commercial (not permanent team member) 

On behalf of the committee chairman: 

To prepareheview commercial terms and conditions of contract 

To interpret complex contractual clauses. 
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FORMS AND STANDARD DOCUMENTS 
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Appendix 1: Numbering of Project Management Procedures 

Table 2 - Project Management Procedures 
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Reference: 

This procedure sets out a frame\vork for project management and the responsibilities 

i 
of various NEPA officers. It should be read in conjunction with the more detailed 

i procedures that are referenced below and the Manual for the Management of Rojects. 

SCOPE AND APPLICATION 

This procedure, the associated procedures and the Manual for tbe Management of 
Projects describe the principles and processes of succersfd project management. It 
will apply to all projects undeaaken by NEPA with a value in excess of N[lO.O]m 
([Ten Million] Naira). **(See note) 

**Note: The principles set out in these procedures apply to all projects irrespective of 
value. The project manager should use his discretion over the amount of resource to be 
expended on monitomg projects with a value less than N10.0m but the principles of 
bidding. award of contracts and authorisation of invoices should still beripjdly adhered 

Manual 2.3, 
11.5 

to. will reinforce good practice and ensure that the requirements of the Budget 
Monitoring and Price Intelligence Unit (BMPI) are met 

1 RESPONSIBILITIES 1 
1.1 EXECUTIVE DIRECTORS 
To be project sponsor for Projects within the Executive Director's sector as set out in 
Appendix 1. To appoint a Project Manager and to ensure that NEPA's overall 
objectives are met by creating the environment and idiaslructure required for 
successful project delivery. 

To approve projects within the Executive Director's sector that are within delegated 
level of authority. 

1.2 PROJECT MANAGER 1 
To manage a multi disciplinary project team and be responsible through the team for 
all aspects of the execution of the projects for \vbich be is appointed as manager. 

1.3 MULTI-DISCIPLINARY TEAM MEMBER 
To work within a team and be responsible to the project manager for allocated tasks 
within the scope of their professional expertise and experience. 1 
Multi disciplinary team members normally include the following but tbere may be 
others required where the scope or phase of the project requires it: 

Z 
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1.3.1 Project Engineer I 
The project engineer is responsible to the project manager for the technical engineering 
effort. Examples of the project engineer's responsibility are the preparation of the 
project scope of work, production of an engineering plan, project design, drawings and 
specifications, advice on site build issues and technical bid evaluation. 

On small projects, the project manager may takethe role of project engineer. I 
1 . 3  Legal 

The legal team member is responsible to the project manager for advising on points of 
law and the legality of contracts. He also assists in the resolution of contractual 
disputes and other legal problems for example, planning permission issues. 

1.3.3 Commercial 

The commercial team member is responsible for drawing up standard commercial 
terms of contract for the tender documents. He is also responsible for managing the bid 
process on behalf of the project manager and for placing necessary contracts 

1.3.4 Finance 

The finance team member is responsible for establishing and updating the financial 
monitoring system for the project, for checking invoices and arranging contract 
payments and preparing fmancial reports and forecasts. 

1.4 APPROVAL AUTHORITY 

The Approval Authority is the body that gives approval for a project or contract to 
proceed. The Approval Authority is de£hed in NEPA financial guidelines and, 
depending on the value of the project or contract, may be the project manager's 
immediate manager, an Executive Director, the Managing Director or the Minister of 
Steel and Power. 

2 PROCEDURE 

Successful project management is achieved through team working under a project 
manager. The team consists of specialists appointed to assist the project manager as 
specified &om time to time throughout the project life. 

A project consists of a number of main activities, each of which needs to be carefullv 
managed to a conclitsion before the next step can be commenced. These main activities 
and their associated procedures have been set out diagrammatically below: 
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Scope 

Reference: 

This procedure describes the principles and processes for Project Initiation and 
Development. 

This procedure assumes that the project has been defined in outline form 
through a business planning process and that NEPA has taken a corporate 
decision to proceed with the project subject to a satisfactory outcome of the 
project initiation and development process. It is not the purpose of this 
procedure to define a business planning procedure because the start of project 
management assumes that a project has already been defined in outline and that 
preliminary budget approval bas been given to the sponsor to proceed to the 
Project Initiation and Development stage of the project 

Procedure I 
1 Project Initiation - Decision to Proceed 

The business planning process and method for making a decision to proceed 
with a project is outlined in general terms in section 2 of the Manual for the 
Management of Projects. 

The appointment of the project manager will be made in writing on a standard / Form 002- 
letter, the format of which is set out in Form 002-01. As well as making the 01 
appointment, the appointment letter sets out the project manager's 1 

responsibilities and delegated powers specific to that project. Standard 
delegations are set out in the NEPA financial guidelines but Executive 
Directors may, within their limits of authority, change those delegations on a 
project specific basis. 

Manual 
section 2.1 

1.1 APPOINTMENT OF PROJECT MNAGER 

As soon as budgetary approval is given and the decision to proceed with a 
project is made, the project sponsor must appoint a Project Manager. 

1.2 ISSUE PROJECT GUIDELINES 

The project sponsor must issue a Project Scope Report (Form 002-02) to the 
project manager with a project outline that includes: 

Project objectives 

Any known constraints 
i 

Expected budget 

Outline scope of work . Outline schedule 

Manual 
section 2.2 
Proc 001 
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I Reference: 

1.3 FORMATION OF PROJECT TEAM 

If the Project Scope Report is not available, the Project Manager will produce 
one, after discussion with the project sponsor, and confirm the details with the 
project sponsor to ensure that he understands the known detajl of the project. 
This should be an exceptional circumstance and normally, the project sponsor 
should ensure that the project manager is adequately briefed. 

Project management is based on management by multi functional teams. Once 
the project scope is agreed with the project sponsor, the Project Manager will 
identify the resources necessary to assist him with the further development o f ,  
the project, and the time required for each resource. 

Manual 
section 2.3 

The Project Manager will then approach relevant functional managers seeking Form 002 - 
sufficiently experienced staff for his team. Nominated team members will be 03 
recorded on the Project Team List (Form 002-03), which will be reviewed and Manual 
updated whenever a team member is changed. section 3 

2 Project Development 

The pllrpose of project development is to: 

Develop the technical scope of the project 

Develop a realistic project plan 

Develop a contract strategy 

= Identify project risks 

Produce a robust project cost estimate both for plant and equipment 
and/or s e ~ c e s  purchased and the internal lesources required to manage 
the project 

Obtain Management Approval for developed project ! 

I 

Section 3 of the Manual for the Management of Projects gives more detail on ' 
each of these activities 

2.1 INITIAL TEAM MEETING I 

Once all team members have been nominated the Project Manager must call the 
initial team meeting and invite all nominated team members. 

All team members must attend the initial team meeting, which will cover the Form 002 - 
following issues and have a standardagenda (Form 002-04): 

Known scope of project 
/ 

Identification of tasks necessary to develop project further 



I 
Allocation of tasks to team members according to their specialism ' 

Schedule for further development of projec"c1uding date for seeking 
management approval r Team member agreement to their tasks and plan 

r - Following the meeting, the Project Manager will produce meeting minutes that 
record the agreed allocation of responsibilities, project development plan and 

\ an action log (Form 002-05) for distribution to team members. The Project 

r -  
Manager will maintain and update the action log throughout the project. 

2.2 DEVELOP DETAILED SCOPE 

Reference: 

Form 002- 
05 

1 Team members should keep their own notes of their actions because some time 
inevitably elapses before the issue of meeting minutes and this should not be 
allowed to delay the carrying out of actions. The Project Manager should, 

! however, endeavour to issue the minutes within one week of the date of the 

Manual 
section 3.1 

Once the scope is detailed a project schedule may be prepared. A computer 
based sofhvare package may be used for this purpose as it allows modifications 
to be made quickly as the scope and consiraints are identified. If computer 
software is not available, a schedule may be drawn out on paper. 

meeting. 

Following the first meeting, the technical members of the team must l l l y  

I 
develop the detailed scope of work for the project. This is done by reference to 
the system design, project requirements, condition assessment of existing main 
and auxiliary plant, fault reports and any other available relevant information. 

Manual 
section 3.2 

2.3 PRODUCE PROJECT SCHEDULE 

The project schedule may be refined throughout the development process and 
will be approved as part of the management approval. The tender 
documentation will identify project milestones. 

2.4 CARRY OUT RISK ANALYSIS 

Each identified risk must be includdin a Risk Register (Form 002 - 06). The 
risk register will identify the team member allocated to manage the risk and the 
action taken. This will be reviewed and updated by the Project Manager at each 
project team meeting throughout the life cycle of the project 

Manual 
section3.3 

As the technical scope of the project is developed the project team will identify 
risks to the project. This may be done individually by technical experts in the 
normal course of their work or at team meetings, perhaps by "brainstoming". 

Form 002- 
06 

Any team member who identifies a potential risk to the project is duty bound to 
advise the Project Manager. 

I 



I Reference: 

2.5 PREPARE CONTRACT STRATEGY I Manual 
section 3.4 

The project team is responsible for proposing a contract strategy for the project, 
which becomes part of the project proposal. There are a number of contract 
options to be considered and these options are d e s c n i  in more detail in the 
Manual for the Management of Projects section 3.4. The main decisions to be 
made may be summarised as follows: 

Single or competitive tender I 
Contract type I 
- By level of Risk 
- By Scope 
- By Cost 

The proposed contract strategy will be described in the Project Approval Paper 
(Section 2.7 below) and will be approved by the Approval Authority. 

If there is a significant delay between project approval and commencement of 
tender development (Procedure 003), the project team must reexamine the 
contract strategy approved by the Approval Authority to check that nothing, 
that would affect their decision has changed since the strategy was first 
proposed. 

Any change to contract strategy must be documented and approved by the 
Approval Authority. 

2.6 PREPARE COST ESTIMATE 

The project team must produce a cost estimate for the overall project for 
comparison with the approved budget and for final financial approval for the 
project to proceed. Details on how to produce a cost estimate and the tools to be. 
used are described in the Manual for Project Management section 3.5. 

2.7 PREPAREPROJECT APPROVAL PAPER. 

Manual 
section 3.5 

Manual 
section 3.6 

When the team is satisfied that sufticient work has been carried out to Form 002- 
adequately scope the project such that the costs, risks and schedule are well / 07 
understood, they should prepare a Project Approval Paper for authorisation by 
the Approval Authority. The Project Approval Paper should be on the standard 
form 002-07 appinded to this procedure. 

The content of the Project Approval Paper is d e s c n i  in the Manual for the Manual 
Management of Projects, section 3.6;'- section 3.6 
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1 3 Management Decisions 

Reference: 

i ' 3.1 MANAGEMENT RMEW I 
The Project team must establish what the Management Approval process is and 
then ensure that the Project Approval Paper is submitted to meet these 

1 requirements. Adequate time for the approval process must be factored into the 
project development schedule agreed at the Initial Team Meeting. 

! 
I 

On receipt of the Project Approval Paper, the Approval Authority must check 
the following: 

Proposal meets Company Objectives 1 
* Project Scope is as expected I 

Proposal has an approved budget 
= Funding for the project is still available 

Project Risks are manageable 

It may be necessary for the project manager to present the project to the 
Approval Authority and to enter into the debate over the projects merits. For 
large and complex projects this is almost certainly necessary. 

3.2 MANAGEMENT APPROVAL i 
After Management Review the Approval Authority must inform the Project 
Manager whether the project has management approval or not. 

3.2.1 Project has Management Approval i 
When the project is approved the project manager will proceed to the tender 
development phase of the project. The appropriate Approval Authority should 
sign the Project Approval Paper and return it to the project manager as early as 
possible with any comments made during discussion at the approval board (this 
may be done through issue of an appropriate meeting minute). 

3.2.2 Not Approved 1 
: If the project is not approved the Approval Authority should return the Project 

Approval Paper to the project manager with an explanation of the reason or 
reasons why it was not approved, and with instructions for how to proceed. 

Z 



There are then two possible courses of action: I 
= Further development of the project to clear up issues raised by the 

Approval Authority 

Abort project 

4 Associated Documents I 
Manual for the Management of Projects I 
Procedure 003 -Tender Development 1 
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I 
PROJECT MANAGER APPOINTMENT LETTER 

r From: (Name) 

Date: 

i Subject:: ADDointment as Proiect Manager 

I am pleased to inform you that you have been appointed as project manager for the 

r following project: 

i 
<Project Number> 
<Project N a m e  

This project has budge- approval and you should commence your duties on 
immediately. I attach the project scope report giving outline details of the scope of 
the project, project schedule and approved budget. 

Your project specific financial delegations are as follows: 

1. You may approve orders to the value of: <XXX Naira> 
2. You may approve contract variations to the value of: <YYY Naira> 
3. You may approve plant disposals to the value of: <ZZZ Naira> 

Signature: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 
Executive Director - (Department) 

Form 00242 



National Electric Power Authority 

Project Scope Report 

Project tocation I Description of the project, including the project objectives 

Form 002-02 

15 

1 
Approx. Completion Date: Estimated Project Cost% 

General Plant 
Requirements: 
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PROJECTTEAM MEMBER LIST 

Project Number: I I Project Approval Date: 1 
Location of work: I I Completion Date: I 
Description of 1 

Department 1 Responsibility I Name 

I I 

Form 002-03 
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Project: <NAME> 

INITIAL TEAM MEETING AGENDA 

Meeting Date: CDATD 

Meeting Venue: 

1. Introductions / Team Roles and Responsibilities 

2. Background to Project 

3. System Design Requirements 

4. Outline Scope of Project 

4.1 Description 
4.2 Technical Issues for Resolution 
4.3 Expected Risks 
4.4 Expected Environmental Issues 
4.5 Outline Project Schedule 

5. Financial Matters 

5.1 Approved Budget 
5.2 Availability of Finance 

6. Schedule for Development of Project 

6.1 Team Workload Issues 
6.2 Proposed Date for Management Approval 

7. Review of Agreed Actions 

  ate of Next Meeting 
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* Risk types are categorised as: 
Technical (T), Safety (S), Commercial (Corn), Environmental (En), Corporate (Cor), E x t d  @q 

r- 

Form OMOG 
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I .  

PROJECT APPROVAL PAPER 
' r NEPA Confidential 

Scheme: < N W  r 

Date: <DATD 

1 (Project Approval Paper by <PROJECT MANAGER>) 

r 1 SUMMARY 

I 
1.1 This paper seeks approval from the <Approval Authority> for the 6 i i g l e  sentence describiig 

r - project>. The project is required to <Single sentence describing reason for the project>. 

1 1.2 Approval is sought for financial commitment of <XXX Million Naira> at outtum prices. This 
project was included in the <Year 200- Approved Budget> at an outline value of 

i. <YYY Million Naira> 

2 BACKGROUNDIREASON FOR SCHEME 

j Describe Purpose of Project 
Any System Design Issues 
How it meets NEPA Objectives 
Fault History 
Condition Assessment 
Reasons for the scheme and why alternatives have beer1 rejected 
Why do i f  now 

3 SCHEME DESCRIPTION 

Dexribe Main Detail of WorWTechnical Scope 

4 RISK ANALYSIS 

Describe Main Project Risks and how they will be Managed/Mitigated 

5 PROPOSEDCONTRACTSTRATEGY 

~escribe   propose^ contract strategy 
Proposed type of contract 
Why this contract sfralegy is proposed 

i 
6 ENVIRONMENTAL I PLANNING ISSUES 

Describe any special environmental orplanningpennissionproblems identifed and how they will be 
dealt with. Also whether these problems ~ i g h t  have impact on theproject schedule. 



7 FINANCIAUBUDGET 

Describe estimated cost ofproject with any addition/reduction due to analysed ~ k s  

Show phased Estimated Cost and compare to ApprovedBudget in fabuhrfonn: 

Comment on reasons for any variation between estimated cost and approved budget 

Describe any issues overfunding availability 

8 PROPOSER'S SIGNATURE 

(Outtum Prices) 
Naira (million) 
Appmved Budget 

Estimated Cost 

Signed.. ........................................ Date ........... 

2002/03 

<NAME> Project Manager 

2003104 

9 DECISION OF TBE APPROVAL AUTHORITY 

2005106 2004105 

I AUTHORISE the project manager to proceed with the project described in this Project Approval 
Paper, with the financial commitment as set out in the paper. 

.......................................... Signed Date .......... 

2006107 ToBI 
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Scope 

Reference: 

The preceding procedure describes the processes of Project Initiation and 
Development This procedure takes the process forward and describes the 
principles and processes for Tender List Approval and for the Preparation of 
Tenders. 

PROCEDURE 1 
I 

This procedure consists of two sections, one describing the process of selection 
and approval of companies to be invited to bid and the other describing the 
process of tender preparation. 1 

1 

1 Tender List Approval ! 
1.1 CONFIRM CONTRACT STRATEGY 1 
If a long time has elapsed since approval was given for the project to proceed, Manual 
the project team should confirm that the contract strategy is still appropriate, section 4.2 
and seek management approval for any changes that they propose. 

1.2 SELECTION OF BIDDERS Manual 
section 4.3 

The project team must decide which companies to include in the tender list. It is 
important that only companies that can be proven to be competent are chosen. 

Assuming that competitive bidding has been decided upon, the team must also ' 
decide how many bids they will seek. Normally, to ensure healthy competition 
whilst minimising the work necessary to assess the bids, a minimum of 4 and 
maximum of 6 tender enquiries should be sent out. 

1.2.1 Prequalification i 

The project team must identify contractors who may be interested in bidding for Form 003- 
? the particular project and prepate a prequalification questionnaire (Pre- 01 

qualification for& 003 - 01). Before sending out the prequalification 
questionnaire it may be sensible to discuss with the company whether it would 
be interested in bidding for the project 

r- 

If the project team determines that there are no suitable contractors already 
known to them 05. if they wish to introduce new contractors for a particular type 
of work or if the project is above a specified value, then they should staa a pre- 

Manual 
section 
4.3.3 

qualification process to select bidders for the tender list. 
I 
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' P 1.2.2 Pre-qualification Returns 

Reference: 

, 
1.3 PREPARE TENDER LIST 

, 
On receipt of the pre-qualification returns, the team must set up an assessment 
panel and scrutinise the returns in a similar way to evaluating a tender. Contract 
Management Manual section 4.3.3 identifies the criteria against which the 
returns should be judged 

On completion of the assessments, contractors who have been assessed as 
competent to carry out the work under the proposed tender may be included on 

Manual 
section 
4.3.3 

I In particular, the Tender List Approval must justify the decision to include each . 
bidder on the list. Justifications will be either: 

r the tender list. I 

. . 
When the team have selected their proposed bidders, the tender Sit must be 
approved by the appropriate Approval Authority as defined in the NEPA 
Financial Guidelines. Standard document 003 - 02 Tender List Approval must 

r be used for the purpose and submitted for approval. 
! 

* that the bidder is on the Approved Contractor Database and continues to 
perform satisfactorily 

Form 003- 
02 

or that the bidder has passed the pre-qualification pmcess 

The Tender List Approval should also list companies tbat did not pass the pre- 
qualification process and the reasons for their exclusion. 

1.4 SUBMIT TO MANAGEMENT I 
After completion by the project team, the Tender List Approval form is 
submitted to the appropriate Approval Authority for consideration. After 
consideration the Approval Authority either appmves the proposed tender list 
or returns it to the team with comments and reasons for not approving. 

The project manager will allocate responsibility for each portion of the tender Manual 
to team members according to their expertise and experience. In particular the section 4.4 
tender should cover: 

. 

If the tender list 'has been rejected, the pmject team must take note of 
management comments and resubmit a revised tender list for approval. 

Manual 
section 
4.3.4 

2 Tender Preparation 

2.1 PREPARE SPECIFICATION, TERMS AN0 CONDlTlONS 
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s 
2.1.1 Technical Specification ' 

Technical scope of work and required completion date 

I Reference: 

r- Technical specifications - relevant International or NEPA specifications 

I and standards should be quoted along with the order of precedence 
. . 

.. .~ .~ . Relevant drawings - normally a site layout drawing and a schedule of all 

[ relevant drawings available that the bidder may call upon either in the 
course of producing the tender or during the contract. 

. - 
I 2.1.2 Terms and conditions (Draft Contract) I 

Internationally recognised terms and conditions should preferably be 
used and standardised as far as possible 

2.1.3 Other Tender Documents 

Standard Invitation to Tender Letter (Form 004-01) ! Form 004- 
01 

The Manual for the Management of Projects section 4.4 provides more detail Manual 
on the contents of each section of the tender along with other matters that may section 4.4 
be included. 

2.2 TECHNICAL AND COMMERCIAL REVIEW 

When the technical specification and the Terms and Conditions are complete, 
they must be reviewed. The project manager may carry this out himself if he 
has sufficient competence or he may ask an expert or experts to carry out the 
review. If the review identifies deficiencies or errors, these must be corrected 
before the tender is issued. 

As stated in 2.1.2 above, standard terms and conditions should be used 
wherever possible. Any deviations from standard should be subjected to 
management review and approval. This may be done by an Addendum to the 
original Project Approval Paper and signed by the original Approval Authority. 

The project team should develop the,.evaluation criteria at this stage. Criteria 
must align with NEPA company andproject objectives. 

When the project manager is satisfied that the technical and commercial parts 
of the tender are satisfactory, the complete tender document is assembled with 

: the covering letter (Form 004-01) ready for issue to potential bidders. 

2.4 PREPARE EVALUATION CRITERIA 

Form 004- 
01 



Reference: 
3 Associated Documents 

Manual for the Management of Projects I 
Procedure 002: Procedure for Project Initiation and Development I 
Procedure 004: Procedure for the Bidding Process and the Receipt of 
Tenders 
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PRE-QUALIFICATION QUESTIONNAIRE 

1. GENERAL INFORMATION 

NAMEOF COMPANY (Full Legal N m )  

RE0ISTEP.E.D ADDRESS 

A. T w  ofBurinw: I[ ] CORWRATION 2[ 1 S U B S ~ ~ A R Y  3[ 1 DIVISION 4[ 1 PARTNERSHIP 
(Chcskbox or boxed 
Enter the m e  and 
laa!ion of Parent Company 

TELEPHONE 

If a Division, m l a m e m d  laation 
ofCorponlc Headquannr 

FACSrrmLE 

I 8. T of i n :  I[] MANUFACNRW 2[] CONSTRUCTION 3[1 ARCEUECIIENGNEER q ]  TECtNiCAL 
(Check box or box-) FABRICATOR SERVICE I 

I 

I [ I  GENERAL SERVICE [ I  OMU(-SPECIFY I 
C. Dare Bvrinerr Founded I D. Under -1 O m m h i p S i m :  

1 E. NmnbkrdEmplo~s r  (All Fasilitier): Manwl Nowhtmmul I 
2. FINANCIAL INFORMATION This Section Must be Completed for Consideration) 

Attach latest Annual RepoR or Certified Copy ofyour Financial S t a l m m L  (T%k bfonnntion tr Canfldcnlbl) 

A. P m m t  Net Wonh: S 

B. AMuI W Vdw (Imn 3 Yean): 1. 20- 5 2. 20 S 3.20- S . 

C. Badsing Referne . C o n m  PhmeNo. 

May NEPA ZD-h wur bank- for a rcramccl Ye. I 1 No I 1 

D. Can YouFmish a P a f o r m ~ e  Bond'? Y u  [ ]  No [ I  UYes  lndiarcaDhLhai!3 [ I  lofU0,MK) [ 1 mSSM).MK) I 

I 
C. Rcduaion Manager ( F.CmmurtimMungr 

! 

Form 00501 

Surrry: Agent:. E4c.c No: 

3. Personnel (For This Location - Fill in names only where applicable) 
A. Resident ,- D.Ul@-rinpMunyrr 

B. Sa l e  Manager I E Q W ~  



I I I 
5. BIDDING INTEREST AND QUALIFICATIONS 

h d i u l e  gmgraphi~l ues(r) (CountryISBlJPm-) in which you hrr md uc qurfi6cd !o w k  Kame mblbose in akb you hm 
1 

hldrignifi-1 uperience. 

4. Labour Relations - Shop and Field ~ata&.ar -~rm.-pbbr- .~  l t c b a h i r a -  

CRAFT 

I IS09001 [ I  Yes []No 
Other (1 Yes []NO 

B. Indicate awpriarc contmctdoll~iangcmth(n which you prefer and am arctlyabk lo bii 9 tg SZS0,W 1oSl.W.W) 
S U, s 

Far your pmgramme4s) attach table ofconfcoU from relevant m ~ u l l ( s )  or, on additional pages, d - i  ihe -id 
and level of compliance standarb 

I 
6. PROFESSIONAL LICENCES indicate the worksatcgon)w u e  li-cd fmudths y r )  

inwhishywbold w h .  A w h  a d d i t i d  mxes ifnecsurrv 

EXPIRATION DATE 

C. Lirr ryp ofwork you normallyr&anuacI lo others: 

i Type of lidence I Typeofliceoca - 1  

CRAFT 1 EXPlRATlOlY DATE 

0. Indicalc Industry Aubhoriutim 
(AS- APL TEMh C b  o I ~ S P m p , c l S )  

E Are you certified lo perform work requiring a quality arsuramcpmgvmme? 

A hdisatc fields ofs+alisarion by your fum ( i r  chanicrlmgineains hybobgy, wlopy,  us 

, ' 
I I I 

7. ENGINEEIUNG, ARCHITECTURAL AND OTHERTECHNICAL SERVICES 
CONTRACTORSISPECIFIC DATA LISTINGS 



B. Lit P e ~ n n c l  by Discipline (Number ofS1.1B) 

Adm*hmti"e E * D * I I b  Alc&c'3 

m h m n  Chmiul Fag- G e 0 b d . W  

conrmtion W I r n  s-m W k  Ddknm 

L u r h p c h n r h i ~ ~  S W m d E q k m  b- 

MeWul  Ens&- Sm.Wm - 
O h  

8. SAFETY EXPERIENCE (mmplen nmhed HeaHh and S&ry Rcmrd) 

9. WORK HISTORY (complete m c h d  Expsrirnsc rutment) 

SIGNANFS 

, NAME (Block Capitals) 

I 
! 

TllLE ! 
I 

DATE 
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HEALTH AND SAFETY RECORD 
( 1. Injuries and Illness 

( 1.1 List your Companies Injuries and 1llnesRateior the lastthrecprsand total horn  worked: I 
Injuries and Illness (Hours) 

Hours Worked (Hours) 

2. SAFETY PERFORMANCE 

2.1 List Safety performance incident rates for the last three yean: 

20- 20- 20- 

I Statutory Recordable Incident Rate 

I Lost Workday Incident Rate 
- - 

2.2 Record the following for the last three years: 
20- 20- 20- 

Number of lost Workdays 

Number of Restricted Workdays 

Number of cases with Med~cal Attention only 

Number of Fatalities 

3. Identify your company's Type of Work: (Check in brackets) 

[ ] Non- residential building 
[ I  Heavy(non-highway construction) 
[ ] Mechanical 
[ ] Electrical 
[ ] Other (Please specify) 

j 4. Safety Management 

1 4.1 Are Accident Repons sent to the following and how often? 

No Yer Monthly Quarterly A n n d l y  

Project Superintendent I Site Manager [ 1  [ ] [ 1  [ 1  [ 1 

Vice President I Manager of Construction [ ] [ j, [ 1 [ 1  [ 1  
Safety Director [ I  [:I [ 1 [ I  ' [ 1  
President I Managing Director [ I  1 1  [ 1  [ 1  1 1  

j 4 2  Doyou hold site safety meetings for field employees both Manual and Non-Manual? 

N o [ ]  y - [ I  
How often ? 

Weekly [ ] Fortnightly [ ] Monthly [ f  
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4.3 Does your company carry out project safety inspetions? 
N o I I  Y - [ I  I 

If yes, who eanies out this inspection? 
TInE Howoh? 

( 4.4 How are accident records and accident summaries kept? How often are they reponed7 I 
No Yes Monthly Quarterly Annually 

4.4.1 Accidents totalled for entire company [ I  [ 1  [ 1  [ 1  [ 1  
4.42 Accidents totalled by project 1 1  1 1  [ I  [ 1  [ 1  

4.4.1 Subtotalled by Site Manager [ 1  [ 1  [ I  [ 1  11  

I 4.4.2 Subtotalled by Foreman [ 1  [ 1  I 1 [ 1  [ 1  I 1 4.5 How are the costs of individual accidents kept? How often are they reported? I 
No Yes Monthly Quarterly Annually 

4.4.1 Costs totalled for entire company [ 1 11 [ 1 [ 1 1 1 
4.4.2 Costs totalled by project [ 1  [ 1  [ 1  I 1  [ 1  

4.4.1 Subtotalled by SiteManager [ ] 1 1  I 1  [ 1 [ 1  
4.4.2 Subtotalled by Foreman [ 1  [ 1  I I  [ I  [ 1  

4.6 List the key Health and Safety personnel planned for this project. Please list name, expeeted pasition and 
safetv wtformance on the last three ~roiects fRewrdable Incidents and Lost workday incident rat&. \%%en a - .  
proj;ct has not been specified, listkey company personnel 

NAME POSITION PROJECT RECORDABLE LOST WORKDAYS 

4.7 Does your company have a written rafetyprogram? 

Y e s [ ]  N O [ ]  ,. 

If Yes, Submit a copy for evaluation 

to; .  
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4.8 Does your company have a safety fainingprogramme for new employees? 

Y e s [ ]  N o f l  

If Yes, Submit a copy for evaluation. Does it include instruction on the following? 

a. Head Protection 
b. Eye protection 
c. Hearing Protection 
d. Respiratory Protection 
e. Safety Belts and Lifeline 
f. Scaffolding 
g. Perimeter Guarding 
h. Housekeeping 

Yes NO 
i. Fire Prolection 
j. First Aid Facilities 

[ I  [ I  
[ I  [ I  

k. Emergency P r d w e s  [ 1 [ 1 
1. Toxic Substances [ I  [ I  
m. Trenching and excavation [ 1 [ J 
n. Signs, barricades flagging [ 1 [ 1 
o. Electrical safety [ I  [ I  
p. Rigging and crane safety [ ] [ 1 

4.9 Dws your company have a safety training pmgnmme for newly hired or promoted foranen? 

Y e s [ ]  N o [ ]  

If Yes, Submit a copy for evaluation. Does it include instruction on the following? 

Yes No Yes No 

a Safe Work Practices [ I  f l  e. Accident Investigation [ 1 [ 1 
b. Safety Supervision [ I  [ I  f Fire Proteclion & Prevention [ ] [ ] 

c. Emergency Procedures [ ] [ ] g. New Worker Training [ I  1 1  
d. First Aid Procedures [ I  [ I  

1 4. 10 Does your Company have a written Data sheets for the handling ofhazardous w toxic materials? 

; Y e s [ ]  N o [ ]  

j If Yes, explain field procedure fat informingmanual staffabout potential h-&: 
I 
i 

- - -  

, 4.1 I L~athreeclient references that couldverifythe quality and management wmmibnent of your company 
1 safety programme 
i ' Name Address PhoneNo 

Fam W1 



r TENDER LIST APPROVAL 

(i)lssue of Enquiry: 

(ii) Reeeipt ofTendar: 

(iii) Contract ~ e i c a w :  

(State reasondjustificatian for inclusion of each tsnderer) 

Name: .................................................... Signed ............................................... 
Title: Team Member Commercial Date ........................ .. ..................... 

................................. ............... Signed 
Data .... ., ............................................. 

Name: .................................................... Signed .................................................. 
Title: Execulive Director Date ............... .. ............................... 

I 
Name: ................................................. Signed .................................................. 
Title: Managing Director Date ................ .. ........................... I 

i 

Form 003-02 
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Scope 
Reference: 

Procedure 003 describes the processes of Tender Development. This procedure 
takes the process forward and describes the principles and processes for the 
Bidding Process and the Receipt of Tenders 

PROCEDURE I 

The invitation to bid must under the cover of a standard letter (Form 004-01) Form 004- 
signed by the Executive Director responsible for the project. 101 

1 Bidding 

1.1 INVITATION TO BID 

Following the technical review of the specification and management approval 

The Invitation To Bid must identify: 

Arrangements for tender site visit 

The contact details in NEPA for bidders during the bid period. This 
contact should be via the Commercial Team member. 

Details for return of completed Tender 

Manual 
section 4.5 

1.2 SITE VISlTlPRE BID MEETING 

of any variations to the standard Terms and Conditions (Procedure 003). the ' 
tender document may be completed and invitations to bid issued to bidders on 
the approved tender list. 

For projects where there will be work on existing equipment, for instance, Manual 
Rehabilitation, Operation and Maintenance and some instances of IPP, the section 
tender should specify arrangements for a site visit andlor pre bid clarification 4.5.1 
meeting. Where this is not offered in the tender, a bidder might request a visit 
or meeting to examine existing conditions or to clarify points in the tender 
documentation. , 

The project manager must ensure that be makes every facility available to the 
bidder to enable him to put together his best bid, but the project manager should 
note that these visitslmeetings are not negotiations. The purpose is merely to 
clarify and increase understanding on the part of the bidder. 

Standard Agenda (Form 004-02) should be issued by the project manager and Form 004- 
used for the pre bid meeting 

r' 02 



PROCESS 

-.. 

TENDER RECEIPT & BID OPENING 

receipt and opening of tenders for thedate that 
tenders are due. A Tender Opening Panel is 
required; lhis can be Project Manager plus 
commercial team member, but may include others. 
The team should Rnd out why potential bidders 

The Tender Opening Register indudes details of 
initial assessment. 

I The initial assessment is based on cosf but includes 
note of any alternative offen. This Is important 
because deddons need to be made on which bids I 
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I Reference: 

1.3 DEALING WITH BIDDER QUERIES 

1.3.1 Bidders Submit Queries 

As indicated in section 1.1, all contact with NEPA during the Bid period should 
be through the team member Commercial. AU queries must be in writing, 
telephone queries are not acceptable. 

1.3.2 Allocate Query to Team Member 
I 
f 
I 

1.1 

On receipt of a query, the team member Commercial should number the query 
and record the receipt of the enquiry and the date it was received. (Form 004 - 
03 Bid Query Register). The team member Commercial then informs the 

The project manager then allocates the query to a team member who has the 
relevant expertise and experience to answer it, and specifies when the response 1 
should be completed. I 

Form 004- 
03 

1.3.3 Prepare Response 1 

project manager of the receipt and nature of the enquity. 

The team member who has been allocated a bidder query must prepare a ' 
response and return the response to the project manager. The project manager 
reviews the response and, if he agrees that the response is correct and 
appropriate, returns the response to the Commercial team member for despatch 
to the bidder. 

1.3.4 inform All Bidders 

2 Tender ~kce ip t  and Bid Opening Manual 
section 4.6 

After the response has been prepared and agreed, the Commercial team member Form 004- 
informs &I bidders of the nature of the question and NEPA's response. If the ( 04 

2.1 PREPARE FOR RECEIPT OF BIDS I 

query was for an extension of time and this was agreed then the new date. for 
return of bids should be sent to all bidders. Standard form 004-04 should be 
used for all responses to bidders. The date that the response was made to 
bidders must be entered in the bid query register. 

The team member Commercial must make provision for the secure receipt and 
storage of tenders. 

Form 004- 
03 

All bids received should be stamped and stored unopened in a locked cabinet 
until the tender opening panel is convened. The tender box should have two 
keys, one of which is kept by the auditor and the second key by the team 
member Commercial. 



[- Procedure Numbsc 004 laueNm*er.l 
lauaDate:16D-ZmZ 

r -  

1 \ Reference: 

- The team member Commercial must also organise the membership of the 
'i 
I 

tender opening panel and arrange a time and place for the tender opening. 

A few days before the date set for submission of tenders, the team member 
r - Commercial should enquire whether bidders intend to submit.bids by the due 
I 
I date. This is an informal approach and may be done by telephone. If any bids 

are expected to be late, the project manager should be informed and a decision 
made on whether the tender openhg should be delayed. 

i 
w: the date for submission of bids is the original date in the tender document 

I or any extended date agreed by the project manager. 
i 

2.2 TENDER OPENING PANEL 

The tender opening panel should normally convene to open the tenders on the 
date set for the submission of tenders. At the appointed time for tender opening, 
the team member Commercial should remove the tenders from the secure 
storage and take them to the place set aside for tender opening. 

If no bids or insufficient bids for competition are received, the team member 
Commercial should ascertain from potential bidders why they declined to bid 
and the project team may need to review the project in the light of the 
information received 

Manual 
section 
4.6.2 

2.3 BID REGISTRATION 

Each tender is opened in turn and the name of the bidder and the basic Manual 
(uuevaluated) bid price is entered in the tender opening register (Standard form section 
004 - 05). The register must also record any alternative bids offered by the 4.6.2; Form 
bidder and the basic price of the alternative bid. 004-05 

2.4 PRELIMINARY ASSESSMENT 

The tender opening panel makes a preliminary assessment of the bids based on 
price that leads to a preliminary ranking of the bids. The panel should also note 
any particular odnditions or comments made in the bid, for example any 
declared non-compliance in the tender. 

Manual 
section 
4.62 

On the basis of the prelimiiary ranking, the project team may then decide 
which bids should be evaluated further. If the bids are large and complex, the 

i team may only wish to proceed with the evaluation of, for instance, the two or 
three leading tenders. 
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1 -  2.5 CONTROL OF DOCUMENTS I 

When a team member has completed his assessment he should return the bid 
documents to the team member commercial for safekeeping 

1 At the end of the tender opening and preliminary assessment, the team member 
Commercial must collect all the documents and place them in safe custody. The 
team member commercial must now take responsibility for the control of the I bid documents on behalf of the project manager. 

r The project manager allocates tender evaluation tasks to team members 
according to their expertise and experience. The team member Commercial 

L 
issues copies of the documents to relevant team members so that they may 

r carry out their allotted assessment tasks. Team members should treat the 
I documents as highly confidential. This means that they should not take tender 

documents out of the building, and should place them in a locked cabinet 
wbenever they leave their desks. 

3 Associated Documents I 

Manual 
section 
4.6.2 

Manual for the Management of Projects I 
Procedure 003: Procedure for Tender Development Process I 
Procedure 005: Procedure for Tender Evaluation and Contract Award I 
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I 
! Dear Sirs 

The National Electric Power Authority invites you to tender for the above work in accordance with the 

enclosed tender documents. 

i A pre tender site visit has been for arranged for < D A T E > _ ,  commencing at 

Please advise the names of your representatives who are likely to attend by mid-day on 

- <DATE>-. 
Please note that tenderers are required to obtain NEPKs prior written consent before engaging in any 

publicity relating to this enquiry. 

Please direct any questions you may have with regard to this enquj.  in writing to 

<NAME> - . Tlis may be by means of fax on < F A X  

NUMBER> 

Your tender must be forwarded, in secure packaging clearly marked as a tender with the contract 

reference --=TITLE; CONTRACT REFERENCD- on the outer packaging, to be delivered not 

later than mid-day on < D A Y > ,  - <DATE>- at -<ADDRESS>, marked for the 

attention of <PERSON>-. No extension beyond this date will be considered 

Please acknowledge receipt of this letter and confinn that your tender will be submitted by the 

required date. . . 
Yours faithfully 

i - <SIGNATURE> 

<NAME> 

-=TITLE> 

Encs 
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r copies to: 

!-- 
! <NAME- Project Manager 

<NAME, Team Member Commercial 
1- 
1 
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[- Contract: <NAMD 

- .  Meeting Date: <DATD 
! 
- .  

Meeting Venue: 

1. Introductions of Participants - NEPAlContractor 

1.1 Role of Participants 
1.2 Bidding Process 
1.3 Confirmation of point of contact during Bidding Period 
1.4 Target award date for contract 
1.5 Contract evaluation criteria 

2. Review of Contract Requirements 

2.1 Overview of scope of contract 
2.2 Interfaces with other conwacts I contractors 
2.3 Contractor I NEPA responsibilities 
2.4 Contract schedule / Milestone Dates 
2.5 Reporting Requirements 

3. Site Arragements 

3.1 Access to site and work areas 
3.2 Site Facilities available to contractors 
3.3 Safety Arrangements 
3.4 Labour Relations 

4. Any Further Points of Cl~f ica t ion  
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r. BID QUERY RESPONSE L m E R  

f -  Dear Sirs 

i 
- <NAME OF CONTRACD-<CONTRACT REFERENCE2_ 

i 
! -=QUERY No> - 

i 
With reference to the tender document issued to you on <DA'lE=-, the National Electric POWR 

. . Authority informs you that it has received the following query relating to this tender: 

! Query: 

Answer: 

The National Electric Power Authority also informs you that this query and answer will 
form part of the final contract documentation. Please acknowledge receipt of this letter 

Yours faiffilly 

Copies to: 
.,. 

<NAME> Project Manager 
<NAME> Team Member Commercial 
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TENDER OPENING REGISTER 

Contract: < T I T L E ;  CONTRACT REFERENCE>- Scope of Work: - <Brief Description> 

Location: -<PLACES Budget Estimate: % 

Date: - <DATE> Time: < T I W  

Witnesses: 
Tender Panel Chairman - <NAME> 

Panel Member 1 - <NAME> 

Pnnel Member 2 - RIAME> 

Tender Panel Comments 

- ~~~ .. 
~~ ~ 

No 
- 

1. 
- 

2. 
-~- 

3. 

4. 

5. 

6.  

Signature: 

Signature: 

Signature: 

Alternative Bids 

ppp 

pppp 

-~ ~ - ~ p - ~  

Bidder Remarks 

. . 
~ ~~ 

Bidder Name 
. . 

*. 
pp~ 

~ 

Unevaluated 
Price 

. (and currency) 

-- - ~ 
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Scope 
;. 

Reference: 

! Procedure 004 describes the processes of Receiving and Opening bids. ?his 
procedure takes the process forward and describes the principles and processes 

r- for the Evaluation of Tenders and Contract Award. 
i 

PROCEDURE I 
1 Tender Evaluation 

, 
i 1.1 ASSESS BIDS I 

The project manager allocates assessment tasks to team members who assess 
the bids to check that the equipment offered and the commercial terms comply 
with the requirements of the specification. 

1.2 POST TENDER CLARIFICATION I 

All communication with bidders must be in writing through the team member 
Commercial, who will manage the post tender clarification process on behalf o f ,  Form 005- 
the project manager. Standard Tender Questionnaire Form 005-01 should be 01 
used for communication with bidders. 

Team members must record any points of clarification needed to complete the 
assessment of each bid. Team members should provide these points to the team 
member Commercial in the form of questions to be despatched to the relevant 
bidder. 

All questions and answers must be treated with the same degree of commercial Manual 
confidentiality as the original tender for they become part of the final contract section 
document. 4.7.1 

Manual 
section 
4.7.2 

1.2.1 Bid Clarification Meeting 'Manual 
section 
4.7.3 

In complex tenders or where written questions have not resolved the queries, a Form 005- 
bid clarification meeting may be required with one or more bidders. The team 02 
member commercial should write to the bidder and seek a bid clarif~cation 
meeting, Standard lener and agenda (Form 005-02) should be used for this 
purpose. 

The bid clarification meeting is not intended to be a negotiation, but could 
develop into one, in which case the principles described in Procedure 011 
Negotiation and section 8 of the Manu?] for the Management of Projects apply. 
The project team should not proceed with a negotiation until they have prepared 
and agreed a negotiating brief. 

P m  011 1 
Manual 
section 8 
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f - 
I 1.3 COMPLIANCE WITH SPECIFICATION 

Reference: 

C 1.4 QUERY NON-COMPLIANCE I 

All bids that are compliant in every way with the specification may be assessed 
and ranked ready for contract award. However it is unlikely that all bids, if any, 
are fully compliant, and team members must deal with this. 

i 
Noncompliance queries am m t e d  in the same way as post tender clarification Manual 
questions. Team members must record areas where the tenders are non- 1 section 

Manual 
section 
4.7.2 

i compliant and provide questions to the team member commercial for despatch 4.7.2 
to the bidder. Questions should be sent on Tender Questionnaire form 005-01. I 
When a contractor receives a query relating to compliance of his bid he has two 
options, to change the bid to make it compliant or not to do so 

I Contractor changes tender 1 
. . , . 

The contractor may change his tender to make it compliant, although this may Manual 
have schedule or cost implications. If the contractor changes his offer to make it section 

Team members must be careful not to let the bidder rebid his offer at this time. 
Any change of cost should only be in proportion to changes made. 

compliant then his bid may go forward for final ranking. Team members must 
note any change to schedule or cost caused by this change to the tender and 
ensure that this is taken into account in the h a 1  ranking. 

1.4.2 Accept non-compliance I 

4.7.4 

1.4.3 Reject Bid 

Alternatively the contractor may refuse to change his offer. In this case NEPA 
team members must consider the effect of the non-compliance and whether to 
accept it or not. Acceptance of non-compliant bids needs to be managed very 
carefully to ensure that the bid meets all of NEPA's objectives and criteria 

If NEPA cannot accept the nature of the non-compliance then the team must 
reject the bid and the reason for rejection must be recorded in the assessment 

i schedule. 

Manual 
section 
4.7.4 

(refer to Manual for the Management of Projects section 4.7.4 for fuaher ' 
details). If the Project Manager agrees to accept a non-compliant bid, then it 
may go forward for ranking 



P d u r e  Number: W5 L n u e N W I  
tisue Dale: 16 kxnte 2032 

I Reference: 

1.5 ASSESSMENT AND RANKING I 

Following completion of the assessment period, the project manager should call 
a team meeting to carry out the final ranking of bids and discuss any 
outstanding issues raised by team members. 

Acceptable bids must be evaluated against the evaluation criteria.developed 
before the Invitation To Bid was issued. The evaluation will take the form of a 
score against each of the evaluation criteria (including price). .A weighting is 
then applied to each criterion to determine the h a 1  evaluated score. Bids must 
then be ranked in order of final evaluated score, and the best selected. 

The team should review the assessment schedule and ensure that bidders have 
satisfactorily answered all questions The team should identify any outstanding 
issues that may be the subject of future negotiations and record these. 

Manual 
section 
4.7.4 

1.6 SELECT BEST EVALUATED BID 1 
On completion of the ranking process, the team will have selected the best- 
evaluated bid. This bid may then go forward for contract award. If, however, 

4 
there are outstanding issues or there are two very similar evaluated bids, the 
team may choose to open contract negotiations with one or more bidders 

2 Contract Award i 

If negotiations take place, the principles of procedure 01 1 should be employed 
in dealing with the contractor and in the conduct of the negotiations. Following 
conclusion of negotiations, the final ranking of bids and selection of the best- 
evaluated bid can be made and it is possible to proceed to contract award. 

Pmc 01 1 

2.1 PRODUCE CONTRACT RECOMMENDATION I 

Contract award is reached either directly following tender evaluation or 
following the conclusion of negotiations with the best-evaluated bidder, and 
requires management approval, as described below. 

The project manager must produce a formal Contract Recommendation. This 
reviews the tender evaluation and negotiations if applicable. It identifies the 
best-evaluated bid and reasons for selecting that bid over the others. It finally 
recommends placing the contract with the selected bidder. I 

Manual 
,section 4.8 

The Contract Recommendation is made on standard form 005 - 03. 

2.2 MANAGEMENT APPROVAL . -* 

Form 005- I 03 
The Contract Recommendation is submitted to the appropriate management 
Approval Authority defined in the NEPA Financial Guidelines. 
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If the recommendation is not approved, the project manager needs to 
T understand the grounds for not approving his recommendation and must review 
1 his process and recommendation. 

i '  2.3 PREPARE AND SEND OFFER LEllER 
i 

When the management have approved the contract recommendation, the team 
member Commercial prepares the contract offer letter on standard form 005 - 
04 along with a copy of the complete contract plus all questions and answers. 

The letter must be signed by the appropriate officer identified in the NEPA 
Financial guidelines. 

Inform unsuccessful bidders 

The team member commercial despatches the signed offer letter and contract to 
the successful bidder. 

At the same time the team member commercial must despatch letters to 
unsuccessful bidders informing them that their bids were not successful. 

3 Associated Documents 

Manual for the Management of Projects 

Procedure 004: Procedure for Bidding and Receipt of Tenders 

Procedure 006: Procedure for Contract Management and Monitoring 

Manual 
section 4.9 
Form 005- 
04 

Form OOS- 
05 
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FORMS AND STANDARD DOCUMENTS 



TENDER QUESTIONNAIRE I 

Tender: -<TITLE; CONTRACT REFERENCD- Site: 

QUESTION NO: SUBJECT: 

QUESTION: 
DATE: 

REPLY: 
DATE: 

Z 

PRICE IMPLICATION: $ 

Form 00501 
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BID CLARIFICATION LE'llER 

<NAME OF CONTRACTOR> 
<ADDRESS OF CONTRACTOR> 

Dear Sirs 

Subject: Bid Clarification 

With reference to my telephone conversation concerning the recent bid submitted by yourselves, the 

National Electric Power Authority has a number of outstanding questions that would be best clarified 

by meeting your team to discuss the points. You are therefore invited to a Bid Clarification meeting, 

which I c o n t h  this has been arranged for < D A T E > -  commencing at -<TIME>- at 

<LOCATION>-. 

As agreed, I have attached an agenda of points to be discussed 

Please reconfirm your attendance and the names of your representatives at the meeting. 

Youn faithfully 

C S I G N A W  

<NAME> 

GITLE > 

Copies to: 

<NAME2 Project Manager 
<NAME> Team Member Commercial 



BID CLARIFICATION MEETING AGENDA 

Contract: <NAMD 

Meeting Date: <DATE, 

Meeting Venue: <PLACE> 

1. Introductions of Participants - NEPAIContractor 

2. TechnicaVEngineering Matters 

2.1 <Points for Discussion> 
2.2 
2.3 

3. Commercial Matters 

3.1 <Points for Discussion> 
3.2 
3.3 

4. Review of Actions placed at meeting 

5. Minutes to be issued by NEPA 

Fam mSm 



TENDER EVALUATION AND CONTRACT APPROVAL 

1.4 Location and Description of Work: 

1.5 Tender(s) Received From: 

1.6 Tenden not receivedireceived latddeclined: 

1.7 Technical/Commercial Evaluation of Tenders: 

1.8 Recommended Contractor .................................................................................. 

Total Price Definite Work 

Disclosed Prime Cost/Provisional Sums 

Contract Price , ' 

Undisclosed Provisional Sums 

Contract Risk Margin 

Recommended Contract Sum 
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r TENDER EVALUATION AND CONTRACT APPROVAL (CONT.) 

f 
Financial provision for this Contract was made in the approved budget, and that finance remains available: 

r 
r 
j 

............................. ................... j Date: ... 

Title: Team Member Commercial 

Name: .................................................. 

Title: Project Manager 

Title: Executive Director <DEPARTMENT, 

.................................................. Datc. 

Distribution when signed: Original w Contract Maner File 
Copy to Pmjst Manager 

Date: ............................................... 

Date: ................................................... 

Date: ................................................. 

Date: ........................ .. ...................... 

Fam a)5M 
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I CONTRACT OFFER LEllER 

r 
i. Date: I-- I 
1. 

r ; 
<SUCCESSFUL BIDDER N W  
<ADDRESS> 

Dear Sirs 

CONTRACT 

1. We have pleasure in informing you that, subject as hereinafter mentioned, The Natiooal Electric 
Power Authority accepts your tender (dated ) and covering letter 
dated . as amendedlclarifiedlrevised by your 
letter(s) dated and fax messagqs) dated 

- submitted in response to NEPAs enqniq dated 
(and) letter(s) dated and fax message(s) dated 

and notes of the pre-tender meeting held on 
for the WorWlant specified there& 

2. In the event that your own or your sub-contractors' designs do not comply with NEPA standards 
they should be submitted to Mr - cNAMD , at this address for 
approval. 

r- 
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I- 3. The Contract Price is $ made up as follows: 

i Tender as submitted 
i 

The Contract Plice includes provisional sums amounting to $ 
made up as follows: 

r Item l 6 

Item 2 S 

Item 3 % 

j 
Work which is to be charged against the provisional sum(s), except for [multicore cables], shall not be 
commenced until written instructions have been received from the Engineer. 

The price(s) of item($ 

isfare subject to negotiation and agreement between yourselves and NEPA 

The prices contained in this contracUprice of item($ 
idare fm. 

The price(s) of item(s)/foreign content of islare 
based on a cunency exchange rate of S US Dollars and the effect on your 
price@) of any variation in thidthese exchange rate(s), shall be subject to agreement betwm NEPA 
and yourselves/adjustment as stated in your letter dated 

4. The Conditions of Connact shall be the <STATE NAME OF TERMS & CONDITIONS (tiom 
Tender)> as modified in Tender Document (and) Your 
letter(s) dated (and) NEPA's letter(s) dated 

except for your/NEPA's proposed amendments to 
Clause(s) which shall be subject to the outcome of discussions between 
NEPA and yourselves. 

Your attention is draw to your insurance obligations under the Conditions of Contract \Ye 
require evidence from your insurers that you comply with these obligations within twenty- 
eight days of the date of this letter. 

5. Any publicity associated with this Conhact is prohibited except with the prior written consent of 
NEPA. 

6. Your particular attention is directed-fo the Clo~~(es of the Conditions of Comoct dealiig with 
safety precautions. At the Inaugural Site Meeting, NEPA's policy on 'SAFJXY will be fully 
explained and copies of all relevant documentation, current at the time, will be handed over to 
your site representatives for implementation under the contract. 
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Any work carried out in the vicinity of live apparatus shall be undertaken in conformity with 
NEPA's Rules and Regulations relating to the issue of "Permits for Work". 

0- 

I 7. The commencement date (is the date of this letteslwas the ) and the 
Time for Complelion of the Works shall he in 
accordance with of Tender Document 

/a programme to be agreed with the Engineer. 

8. Arrangements for access to site shall be made with, and advice notes shall be sent to, 
m- <NAME> , Project Manager, at this address. 

f ' 
9. All matters concerning plant production control, progress reporting and quality assurance shall be 

! in accordance with NEPA quality policy, latesf issue as dejned in the Tender Document. 

10. Claims for progress payments shall be sent to the Financial Manager at this address, bearing the 
contract reference. 

11. Drawings are to be submitted, in [sextuplicate], to M r < N A M D -  
Project Manager, at this address, for comment and he will give you the necessary clearance. 

12. Please send your acknowledgement of this letter to the undersigned, at this address, wnfinning 
your acceptance of the Contract on the terms set out herein. 

Correspondence in connection with the execution of the Contract, excqt  as provided above, shall be 
addressed to Mr - <NAME> , Project Manager, at this address. 

All correspondence shall hear the Contract reference 

Yours faithfully, 

- <NAME> 

i Executive Director 

Copies to: 

Contract Master File 
Project Manager 



<UNSUCCESSFUL BIDDER N W  
. ~ <ADDRESS> 

Dear Sirs 

CONTRACT 

We thank you for your tender dated <DATD for the above works. On this occasion. 
however, we have to advise you that your tender was unsuccessful. We appreciate your co-operation 
and effort in preparing your proposal and advise that you will be considered as a possible bidder for 
future work 

Yours faithfully 

Executive Director 



NIGERIA ELECTRIC POWER AUTHORIN 

PROCEDURE No: 006 

PROCEDURE FOR CONTRACT MANAGEMENT AND MONITORING 

Approved for Issue by: 
Engr. Makoju 
Managing Director 
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Issue Date: 30 November 2002 

I Procedure 005 describes the process of Contract Award. This procedure takes the 
process forward from the point immediately after contract award and describes 
the principles and processes for the Management and Monitoring of Contracts. 

F'ROCEDW 

Reference: 

I 
Contract Management and Monitoring takes the form of a number of parallel I 
activities described diagrammatically on page 5 of this procedure. The 
monitoring activities must be appropriate to the type of contract as described in 
the Manual for the Management of Projects. section 8.1 

This procedure outlines initial tasks (section 1 below) that must be carried out Section 
immediately after contract award to prepare for the management and monitoring 
of the contract. It then identifies two main areas of monitoring, which occur 
concurrently throughout the period wvhen the contract is valid. These main areas 
may be broken down into sub-processes, some or all of which are appropriate to 
each contract. The main areas of monitoring are: 

Contract Performance Monitoring (section 2 below) 
Financial Monitoring (section 3 below) 

Section 2 
Section 3 

1. Contract Management - Initial Tasks 

1.1 Confirm Contract Team 

Following the award of the contract, the Executive Director responsible for 
the project should confirm the appointment of the Contract Manager. If the 
contract manager is unchanged then nothing needs to be done in this respect 
as the original appointment is valid but: i 

If the contract manager is changed 
OR 

If contract management is commencing from the point of award of 
contract, for example an IPP contract negotiated outside  PA 

i If the Contract Manager is changed, now or at a later date, a &I1 documented 
handover of the contract from the original Contract Manager to the new one 
must take place. This handover should include a full briefing on the 
background to the project, the current status including copy of the contract, 
any dealings with the contractor, details of outstanding risks, schedule, and 
financial status 

then the appointment of Conkact Manager should be made in writing (Form 
002-01 should be used) and, where applicable, the previous Contract 
Manager should be relieved of his responsibilities in writing. Form 002-01 





Procedure Number: 006 r Issue Number: 1 
Issue Date: 30 November 2002 

Following confirmation of his appointment, the Contract Manager must 
review the resource requirements for the remainder of the project and 
confirm the nominations for his contract team with functional managers in 
exactly the same way as for the project development and initiation stage. 
(Procedure 002 section 2.1.3 refers) 

When the contract team member nominations have been made, the contract 
manager must update the Project Team List (Form 002 - 03) 

Reference: 

Proc 002 
section 2.1.3 

Form 002-03 

1.3 Prepare for First Contract Meeting with Contractor 1 

1.2 Set up Documentation System 

Prior to contract award, the team member commercial, who must keep a 
master contract record, controlled all external correspondence. Following the 
award of contract the contract manager must set up a master contract filing 
system as described in the Manual for the Management of Contracts section 
7, if this has not already been done. 

1.3.1 Read the Full Contract 

Manual 
section 7 

If he does not already have the documents, the contract manager must 
obtain a complete set of contract documents including any pre-award 
correspondence and contract addenda that form part of the awarded 
contract. It is the contract manager's responsibility to ensure that he has 
read and fully understands the contract 

The team member commercial should keep and maintain the master 
contract document on behalf of the project manager 

1.3.2 List Contractual Obligations 

From the contract documentation the contract manager should identify 
and list the contractual obligations of both NEPA and the contractor. 

Depending.on the type of contract these obligations may include some or 
all of the following: 

For the contractor: 

Provision of Financial Bonds 
Insurance provisions 
Project schedule 
Design drawings z 
Contractor Health and Safety Plan 
Reporting 
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i 
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i For NEPA the obligations may include: 

Provision of site facilities 
Provision of services like turbine hall crane 
Provision of offices and equipment 
Payments for goods and services 

Issue Number. 1 
Issue Date: 30 November 2002 

Reference: 

! 1.3.3 Internal Contract Meeting I 
8 The Project Manager must organise the initial NEPA team meeting and 

invite all nominated team members. Further team meetings should take 
place on a regular basis normally as preparation for monthly meetings 
with the contractor. 

If team members have been changed since the contract award, this 
meeting will be used as a handover so both former and new team 
members should attend. 

I 

The NEPA internal team meeting will have a standard agenda (Form 006- ! 
01) and cover the following issues: Form 006-01 

Outstanding Actions from Initiation and Development or Contract 
Award Phases 
Details of contract - scope, budget, schedule 
Discussion of tasks to be completed before meeting contractor 
Allocation of tasks to team members according to their 
specialism 
Team member acceptance of their tasks 

Following the meeting, the Contract Manager will produce meeting 
minutes and an action log (Form 001-05) for distribution to team 

Form 001 -05 

members. 

(Note: an action log may already be in existence from the project 
development and contract award phase of the project, in that case the 
outstanding actions, if any, should be reviewed and the log should be 
updated at this stage). 

Team members should keep their own notes of their actions because there 
is inevitably some delay before the issue of meeting minutes and this 
delay should not delay the carrying out of actions. The Contract Manager 
should however endeavour to issue the minutes within one week of the 
date of the meeting. 

,- 
Manual 
Section 8 
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i 1.4 Inaugural Contract Meeting 
i 

Irrespective of the type of contract the contract manager should arrange to 
Y 
I meet the successful contractor as soon as possible for an inaugural contract 

meeting. This should preferably be at NEPA headquarters and should have a 

7 
standard agenda (Form 006 - 02) drawn up by the NEPA Contract Manager. 

i 
This inaugural contract meeting should cover: 

Personnel involved in contract and their responsibilities 
Thorough understanding of the scope of the contract 
Contract programme 
Future communication channels and contract administration 
Arrangements for drawing and document submission 
Frequency of future meetings 
Format and Frequency of reports 
Contract change procedure 
Management of respective obligations 

Reference: 

Form 006-02 

I 
The Contract Manager must choose the team members who will attend the i 
meeting with him. This will be decided by reference to the agenda, it is not 
necessary for all team members to attend meetings with the contractor every Form 00643 
time. Depending on what is to be discussed, the Contract Manager may 
choose different attendees on subsequent occasions. 

The NEPA Contract Manager should chair the meeting and write the 
minutes. The minutes will have a standard format (Form 006-03 should be 
used as a template) to ensure that no impo~tant issues are overlooked. 

The conditions of contract normally require monthly progress meetings. T%e 
dates of progress meetings should be agreed for three months ahead at this 
and each subsequent meeting. These meetings are an important monitoring 
mechanism as well as being a good way of forging a professional 
relationship with the contractor. 

From the follo\ving sections, the Contract Manager should only 
choose those sections appropriate to his contract. 

2. Contract Performance Monitoring 

i Contract performance monitoring can be split into two distinct areas: 

2.1 Progress Monitoring 
2.2 Inspection - which confirms progress but also measures quality, 
health and safety performance fnd environmental performance 
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2.1.1 Baseline Plan 
I- I 
1 To meet his contract obligations the contractor must produce a detailed 

manufacturing and installation plan. The Project Manager should ask for 
I- the up to date schedule at the inaugural contract meeting. The contractor 
I should provide this as soon as possible and certainly no later than the next 

monthly meeting. The plan should include proposed dates for submission 

r' of invoices to NEPA. 
! 

Reference: 

On receipt of the plan, the project manager should review it with his 
team, and confirm his agreement or otherwise to the contractor. This plan 

! should be agreed as the baseline against which monitoring takes place. 

The plan is the responsibility of the contractor and his bid has made 
assumptions that are now too late to change without contractual 
implications. The project manager should note any requirement for NEPA 
provided sewices and any interaction with existing NEPA plant and 
equipment, for example, commissioning activities that require access to 
the NEPA transmission system. 

The Contract Manager has a contractual right to inspect and witness 
activities, as required, to safeguard NEPA's interests. He should identify 

2.1.2 Contractor Progress Report 

The conditions of contract normally require the contractor to produce a 
monthly report to NEPA. This should cover: 

any activities or plan milestones that he would want his team to check or 
witness and advise the contractor accordingly. He will also monitor 
progress towards these witness points at the monthly review meetings. 
(See 2.2 Contract Monitoring- Inspection). 

Progress to date 
Health and Safety report 
Erivironmental management 
Delays, issues, problems 
Value of work done 
Dates for likely invoices 

i 

Section 2.2 

2.1.3 ~ o i t h l y  Review Meetings I 
As indicated in section 1.4, thesontract Manager and the contractor 
should agree the dates of the regular monthly meetings three months in 
advance. 

Section 





:edure Number: 006 Issue Number: 1 
Issue Date: 3 1 October 2002 

I Reference: 
The Contract Manager should choose the venue for monthly review Manual 
meetings and set the agenda in the same way as for the inaugural meeting. sect~on 9 I ' 

The purpose of these meetings is to: I 
Review the monthly report 
Review progress to date To review schedule 3 months forward 
To discuss any past, present of potential problems 

2.1.4 NEPA Verifies Contractor Progress I 
Monitoring of progress is necessary to enable NEPA to be assured that the 
project is on target and for cash flow predictions. It is not acceptable for 
the contract manager merely to accept the monthly report as written and it 
is essential that the he understands the monthly reporls and monitors 
progress to ensure that key milestones in the programme are achieved. His 
monitoring will form the basis of questions to the contractor at the 
monthly review meetings. 

2.1.5 Compare Progress with Plan I 

This monitoring may be carried out by NEPA staff or by independent 
consultants contracted to NEPA. For instance, it is probably cost effective 
to employ independent local consu1tants or inspectors to monitor the 
manufacturing process and quality of equipment being manufactured 
overseas and imported. (See also section 2.2) 

The Contract Manager should check progress against the baseline plan, 
particularly progress towards the milestones that he has identified to the 

Section 2.2 

contractor as hold or witness points. Through the monthly progress 
meetings, the contractor should advise the Contract Manager well in 
advance when the specified milestones are approaching, and agree a me* 
of giving the contract manager's representative adequate warning that he 
will be required to witness the identified activities. 

2.1.6 Inform Management of Delays 

Despite the remedies of section 2.3 and the recovery plan, if the contractor 
is unable to recover the lost time, there are provisions in the contract to 
deal with this. It is important f6r the Contract Manager to work with the 
contractor to minimise the delay to the contract and to manage any knock 
on effect to other NEPA contracts. 

If progress is not accord'mg to the plan; the Contract Manager must follow 
section 2.3 of this procedure and ask the contractor for his proposals to 
bring the project back on target. 

Section 2.3 
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Cause of delay 
Action taken to mitigate delay 
Any effect on NEPA operations 

If there is a delay to the contract, the Contract Manager should brief senior 
management about the delay at the earliest opportunity. The brief should 
cover: 

2.1.7 Is the Contract Complete? 1 

Reference: 

2.2 Contract Monitoring - Inspection 1 

If the contract is reported as complete, the Contract Manager should start 
the contract completion procedure. Normally this would not be a surprise 
if monitoring has been adequately carried out (Refer to procedure 008 - 
Contract Completion). 

bcedure  
008 

w: The Contract Manager may witness activities and tests at 
his discretion as long as he advises the contractor of his intentions. 
This applies equally to manufacturing activities in the factory as 
well as installation activities on site. 

2.2.1 Which Activities are to be monitored? 

As described in 2.1.2, the Contract Manager has a contractual right to 
inspect the works and witness tests under the contract Inspection and 
witnessing may take two forms: 

To facilitate Formal monitoring, the Contract Manager must 
advise the contractor of the activities to be witnessed by marking 
up the baseline plan and returning it to him, or verbally through 
the monthly review meetings. 

2.1.2 

Informal: The Contract Manager or his representative is entifled to 
visit the manufacturing facility or site at any time to inspect test 
records, quality of materials and installation, safety or 
environmental performance. (See also section 2.2.3 below and the 
Manual for the Management of Projects section 5.2) 

2.2.2 Contractor advises dates for specified activities 

1 2.2.3 
I Manual 
I section 5.2 

i 
The contract requires the contractor to give adequate warning to the i 

! 
Contract Manager's representative of activities to be witnessed. There is : 

no definition of adequate notice but one working week should be ! 
considered as sufficient. This-notice may be given in writing, at a meeting 1 
or by telephone. 
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2.2.3 Inspect and Witness 

Irrespective of whether the plant and equipment is in the factory or on site 
being installed, the Contract Manager's representative will inspect or 
witness activities as specified by him and provide a report or certificate 
relating to the activity. This is particularly important when the activity 
relates to a payment milestone. 

During the site installation phase the Contract Manager's representative 
also has a much more general role regarding site quality and safety. The 
Contract Management Manual section 5.2 gives more detail on how these 
activities should be carried out but generally the site representative should: 

Walk around the site daily to get a general impression of what 
work is in progress and the standard of workmanship. 
Visit the specific areas where work is in progress at least daily 

8 Witness the delivery of materials and how they are handled at 
delivery 
Inspect scaffolding and lifting equipment registers 
Receive weekly reports on progress of installation and check that 
they are correct 

Reference: 

Manual 
section 5.2 

Section 2.3 

2.2.4 Compliance with contract? I 
The Contract Manager or his representative should carry out monitoring 
and inspection, measuring the contractor's compliance with the 
specification. If a non-compliance is identified then the Contract Manager 
must follow section 2.3 of this procedure. Othewise the contract may 
continue towards completion. 

2.3 Performance Remedies 

2.3.1 Problem Identified 

Through,the process of progress monitoring, monitoring and inspection, 
NEPA may identify poor performanceby the contractor. Examples are: 

Insufficient progress 
Poor quality of materials 
Poor quality of installation 
Inadequate regard for safe working practices 
Inadequacies in dealing with the public 

Z 

The majority of cases of poor contractor performance involve poor 
materials or workmanship. These can normally be resolved by agreement 
between the contractor and the Contract Manager and may have little 
effect on the contract completion date. 
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1 :  .. In cases of serious problems, the Contract Manager has a number of 
remedies specified in the contract. These include suspension of work and r -  termination of the contract. Late completion is dealt with through 

j application of the liquidated damages provisions. Contract Managers must 

?.. 
ensure that they are fully aware of the conditions of contract in these 
respects. 

2.3.2 NEPA Response to Contractor 1 

If NEPA identifies poor performance, they must inform the contractor 
immediately. Normally the contractor would continue work under the 
contract while the problem was resolved but in some cases it may be 
necessary for NEPA to stop the work. This is particularly the case if the 
poor contractor performance reflects badly on NEPA, for example if the 
contractor is dealing badly with the public or in cases of breach of health 
and safety regulations. 

This initial action should be discussed at the monthly meeting, or 
immediately through a special meeting if that is appropriate. 

The Contract Manager must the follow up any verbal discussion with a 1 
letter outlining the problem and seeking a recovery plan from the I 
contractor. 

In the case of lack of adequate progress, the Contract Manager should 
always remember that it is the contractor's responsibility to complete the 
contract to time. The contractor will be penalised through liquidated 
damages if he completes late and the Contract Manager must be careful 
not to take any action that might result in a contractual claim later. 

2.3.3 Contractor proposes Recovery Plan I 
After receiving details of NEPA's concern, the contractor is required to 
respond promptly in writing to the Contract Manager, There are two 
possible outcomes: 

2.3.4 Agree Remedial Action 1 

Contractor agrees withNEPA's assessment and proposes a 
recovev plan (See section 2.3.4 below) 
Contractor does not agree with NEPA's assessment. In this case a 
dispute has occurred and Procedure 010 should be followed. 

If the contractor agrees with&~A's assessment that there is a problem he 1 
is required to propose remedial action to get over the problem. This may 
be done verbally and the Contract Manager may agree verbally in the 
interests of allowing pmgress with the contract. However, the contractor's 
response must be followed up in writing and the Contract Manager's 

Section 
2.3.4 

Proc 010 
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Reference: 
r 
I 'agreement must also be made in writing. 
L 

c.. 3. Financial Monitoring 
. . I 

It is possible that the Contract Manager does not agree to the remedial 
action proposed. In this case a dispute will arise and Procedure 010 should 
be followed. 

3.1 Contract Monitoring - Contract Finance I 

Proc 010 

Monitoring of contract finance means looking at the Value of Work Done by 
the contractor and producing Estimated Cost to Completion for the contract 

7 - 
! or project and comparing those to the budget. It also involves cash flow 
i forecasting and monitoring of contract progress so that cash necessary for 

payments can be made available. 
7 .  

3.1.1 Produce Baseline Value of Work Done Profile 

As soon as the contract is placed the project manager must produce the 
following baseline financial profiles: 

Value of Work Done (VOWD) profile 
Estimated Cost to Completion (ECTC) 
Cash Flow Forecast based on expected invoice dates 

These profiles should be given to the team member finance who should 
enter them onto NEPA financial monitoring system. 

3.1.2 Monthly Report &om Contractor I 

3.1.3 Verify by Inspection I 

Each month, as part of the monthly report described in 2.1.2, the 
contractor is required to provide an estimate of the VOWD to date and a 
progress update with respect to the likely date for submitting the next . 
invoice. 

This monthly report information should be verified through the 
inspections carried out under section 2.1.5 and 2.2. 

.I 3.1.4 Update VOWDIECTCICash flow Forecasts 

Section 
2.1.2 

If there is a defined change to the contract or the Contract Manager 
perceives that there might be one in the future, he must assess what effect 
that may have on the contract'finance at the earliest opportunity. 

After assessing the likely effects the Contract Manager must give the new 
VOWD I ECTC I Cash Flow forecast to the team member finance to 
update the financial monitoring system. 
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3.1.5 Is there a Payment Due? 

Issue Number: 1 
Issue Date: 30 November 2002 

Reference: 

3.2 Contract Monitoring - Payments I 

If the contractor has indicated that he intends to submit an invoice then the 
Contract Manager should be ready for it and start the payment process 
(section 3.2 below) 

The project manager should be expecting an invoice through the monitoring 
that he has been canying out and the team member Finance should have 
begun to make arrangements for payment if these are necessary. 

Section 3.2 

3.2.1 Invoice Submission 1 

The contractor will submit invoices to NEPA Finance department as 
required by the contract. As this is important to the contractor they will 
almost certainly arrive on the due date. 

3.2.2 Invoice Checking I 
I 

The Contract Manager and the team member Finance should check the 
following: 

I 
Invoice value has been calculated correctly and is as expected 
under the contract 
Appropriate retentions have been deducted 
Date of submission is as expected by the terms of the contract 
Progress on the contract justifies payment of invoice 

3.2.3 Return Invalid Invoices 

If an invoice is not in accordance with the terms of the contract or 
progress is not sufficient, the team member Finance should rehun the 
invoice with a letter stating the reasons for returning the invoice. It is 
good practice to telephone the contractor's Finance department to advise 
them that you will be returning the invoice and why. 

Reasons for returning an invoice may be: 

Invoice is earlier than date specified in contract - particularly relevant 
for progress payments 
Invoice value or arithmetic is incorrect 
Retentions have not been appropriately applied 
Progress does not justify invoice payment 
Quantities do not justify p a d e n t  
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PROCESS 

Issue Date: 30 November 2002 

yr YES 

FORMS 

invoice 'U r With regular forecasting and monitoring, the Team . 
Member Finance should have been expecting 
invoice and started to make provision for payment 
three months prior to receipt of invoice. 

should check that:: 
1. invoice value is correct 
2. Appropriate retentions, if any, are deducted 
3. Date of receipt is per terms of payment in contract 
4. Progress is verified -through contract monitoring. 
Certification of progress may be provided by 

Approval for payment of the Contractor's invoice 
may require authorisation and checking by an 
internal NEPA unif e.g. Audn, and/or an external 
author* such as the Budget Monitoring and Price 
lntellig~nce Unit ~ d e ~ u a t i  bacc-up d&umenlation 
w1.1 speed the authorisation process. 
Reasons must be aiven if an invoice is reiected. !@ 



Procedure Number: 006 Issue Number: l 
Issue Date: 30 November 2002 

1 Reference: 
312.4 Invoice Corrected 

3.2.5 Invoice for Authorisation 1 I 

If the contractor agrees that there was an error then he will correct the 
error and resubmit the invoice. If the contractor disagrees then this will 
lead to a dispute (See Procedure 01 1). 

If the invoice is correct and in accordance with the terms of payment in 
the contract, the team member Fiance should send I give the invoice to 
the Contract Manager for his approval. 

Proc 01 1 

If the Contract Manager does not have adequate delegated authority to 
authorise the payment, he should sign it to signify that he has checked and 
agreed the invoice. It should then be sent to the appropriate officer for 
authorisation for payment along with the copies of appropriate back-up 
documentation. 

The purpose of this documentation is to give the Approval Authority all 
the necessary information to allow the invoice to be authorised without 
delay and is particularly necessary for invoices that will be submitted to 
the Budget Monitoring and Price Intelligence Unit BMPI). The 
documentation may include: 

Agreed progress reports or certificates 
Test certificates 
Taking over certificate 

3.2.6 Payment is Made 

After authorisation, the invoice is returned to Fiance & Accounts for 
payment. 

3.3 Insurance and Bonds . I 
3.3.1 Insurance 

The contract requires the contractor to hold certain insumces before they 
are allowed to cany out work on any site owned NEPA 

The Contract Manager must request that the contractor provides evidence 
that appropriate insurance policies are in place. This should be provided 
as soon as possible but no later than the date of site mobilisation. Ifa 
contractor is not able to provide evidence of the existence of the 
appropriate insurance policy, tM Contract Manager must not allow the 
contractor to mobilise. 

Insurance certificates have expiry dates, and the contractor is required to 
keep his insurance up to date. The Contract Manager must monitor the 
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validity of the insurance policies; this can be done using by a monitoring 
register. (Fom 006-04). 

If the contractor allows his insurance to expire after mobiiisation, the 
Contract Manager must ensure that his staff are demobilised until the 
insurance is reinstated, at the contractors cost. 

3.3.2 Bonds 

The contractor is required to supply NEPA with evidence that the 
Financial Bonds specified in the contract have been put in place. The 
Contract Manager ask for this evidence as soon as possible and no later 
than the Inaugural Contract Meeting 

Reference: 

Form 006-04 
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' FORMS AND STANDARD DOCUMENTS 



f 
I- 

Project: <NAME> 
I hitial Contract Team Meeting Agenda 

Meeting Date: <DATB 

r Meeting Venue: <PLACE> 

: ~ 1. Introductions I Team Roles and Responsibilities 

I 2. Review of Outstanding Actions 

i . 3. Background to Contract 
! 

4. Description of Contract 

3.1 Scope of Works 
3.2 NEPA's Obligations Under Contract 
3.3 Contractor's Obligations under Contract 
3.4 Contract Schedule 
3.5 Interfaces with other contracts 

4 Financial Matters 

4.1 Contract Price 
4.2 Provisional Sums and Arrangements for Commitment 
4.3 Projected Payment Schedule 

5 ~rran~ements  for Inaugural Meeting with Contractor 

6 Review of Agreed Actions 

7 Date of Next Meeting 

,. 

Form 006-01 



r Project: < N W  

I 
Inaugural Contract Meeting Agenda 

r Meeting Date: <DATE, 

Meeting Venue: I <PLACD 
, - 

1. Introductions 

2. Personnel and Responsibilities 

3. Commercial Matters and Contract Administration 

4. Safety, Health and Environment 

5. Quality 

6. Technical 

7. Meetings 

8. Date and Time of Next Meeting 

Form 006-02 
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Example Minutes 

National Electric Power Authority 
r 
I PROJECT NUMBER: CONTRACT NUMBER: 

f MINUTES 
of 

INAUGURAL CONTRACT MEETING 
r- 
I 
I HELD AT (location) : 

ON (date) : 

I 

CONTRACT TITLE: 

BRIEF DESCRIPTION OF WORKS: 

! PRESENT: 

Mr NEPA (Meeting Chairman) 
Mr 
Mr 

DISTRIBUTION: 

To all the above plus: 

... > ,  

:Or) !IT;. :.:iiio .i i i i : ,  ,, P[t5'c?s, the Corri~.ncr ;t,ftrrrc~ger slloiiiti rtsc . ~ ~ ~ i . r ! < ~ r r i  

: ,r-l-)~~o,vri:::~, ;:> !I[.,, co~rfrocf. T \ I~  E . X ( I I I ~ ~ / C >  i\fitzz~tc,s (I/.C> ( I ~ / - ~ > I I I ~ ) I . ; I : : ~ : I ~  - .'/ 

; i ~ : r l  i: i.5 / t [ ; i  c.\,ic.;':cc! [hat the nri~rrcie~ skorrlci nc?cessr~/.iiv i1zc111:ic 
c.?r,i.r): :ice-lioir; 

,- 
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1. INTRODUCTION AND PURPOSE 
r 
1 The Chairman welcomed members to the meeting and stated that it was held to discuss the 

management of the contract and to establish the framework for further meetings over the 

I- contract duration. 
I 

2. PERSONNEL & RESPONSIBILITIES 

i' 2.1 The Employer for this contract is National Electric Power Authority (NEPA) 

: - The Employer's address for the purpose of this contract is:- 

The Contract Manager responsible for this contract and for all NEPA personnel employed on 
the contract works is:- 

Mr Tel Fax Mob 

who will administer the contract and to whom all correspondence relating to the 
contract works should be forwarded. All correspondence relating to this 
contract should quote the contract reference number. 

The Contract Manager's Representative who shall have the duty to watch and supenise the 
site works, will be:- 

Mr Tel Fax Mob 

The Contract Manager's Representative will perform the duties of site engineer on behalf of 
the Contract Manager and will provide safety liaison with the Contractor on site. 

2.2 The Contractor is:- 

The Contractor's Manager to whom all correspondence relating to the contract should be 
addressed, is:- 

Mr. Title 
Tel. Fax Mob 

The Contractor advised the following personnel with responsibilities on the contract:- 

Mr. .- 
Mr. - Health arid Safety 
Mr. - Environment 

Form 006-03 
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2.3 Sub Contractors 
r 
I .  The following Sub-Contractors have been nominated by the Contractor and accepted by the 

Employer:- 

i: * ..................................................................................................................................... 

NIII'A Contract M;lnager to ensure that no sub-contractors p~cviously agreed are changcd, or 
that unsuitable sub-contractors are accepted. 

3.1. Contract Administration 

3.1.1 Contract Specification 

The contract will be administered and carried out in accordance with the Contract 
Specification and Conditions of Contract as defined in the contract award letter. Any 
variation will only be by formal instruction (by means of a Variation Order) fiom the Contract 
Manager in accordance with the Conditions of Contract. 

I , , ;  civil ;:i!i!.:~i::;. ii?c contr:lct may require works to he carried out in accur<l;l~r-:. it!: tilr 
Ri!! o:'()na.;iiil::. !i,u iik. ql~n~!tilirj lo bc re-ri~cabured OI! coml)lctioi~. 

3.1.2 Confidentiality 

All matters pertaining to the contract shall be regarded as confidential, and shall not be 
disclosed to any third party unless prior permission has been sought and given by the Contract 
Manager (who may seek guidance fiom the Employer's Public RelationslLegal Departments). 
This shall include photography of the works, site, or any part of the equipment, documents or 
drawings. 

3.1.3 Invoices 

Invoices (excluding civil contracts) bearing the Contract reference and detailing claims for 
: payment, shall be submitted to Finance and Administration Depattrnent, NEPA, at the above ' address. For civilscontracts all invoices shall be based on schedule rates supported by 

certified returns for measured work and time and material work. 

3.1.4 Value of Work Done (VOWDYProfde 

The Contractor agreed to provide a VOWD profile for the duration of the contract, to be 
updated on a monthly basis as appropriate. 
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3.1.5 Insurance Certificates 

! The Contractor confirmed that all of his and his subcontractor's Insurance Certificates needed 
to work on the NEPA's sites had been submitted to the Engineer (. or ,r~onld be .sr~brrrirIed h ~ :  

;-' ................................. 1 

3.2 Site Contract Administration 

3.2.1 Work Instructions (F'1ant)lSite Instructions (Civil) 

[IVorlr Ins~rrrclio~r.\ ure  crBli/imml ro the Concliliorrs i$Conlrucl und used on sire ~u.li~r~rrul/):  
j 

insrrucr rlie C<~rrrruccr~r- ro curry our incideritul work] 

During the site works the Contract Manager's Representative may be directed by the Contract 
i 
! Manager to issue a WorWSite Inshuction to the Consactors supervisor to vary the works. 

The Contractors supenisor shall, when requested, provide an estimated cost of the variation 
and record this on the WorWSite Instruction. Only such instructions in writing to the 
Contractor are valid. 

3.2.2 Time and Material Work (E'lant)lDayvorks (Civil) 

Time and Material Work (T&M)IDayworks incidental to the Contract shall only be carried 
out on written authority of the Contract Manager, usually by issue of a WorWSite Instruction 
by the Engineer's Representative. 

Detailed labour, plant and material returns, serially numbered and bearing the WorWSite 
Instruction reference, shall be submitted on a weekly basis for certification by the Contract 
Manager's Representative. Non-availability of labour and plant shall be recorded together 
with the Contractor's proposals for overcoming the deficiencies. Charges for materials over 
N20,000 value per sheet shall be supported by copy invoices. Plant shall be fully described 
by manufacturers name, type and model number and capacity. 

Certification of these time sheets is for record purposes and does not prejudice agreement of 
the price for canying out the works, which will be in accordance with the Contract as 
determined by the Contract Manager. No time sheet shall be offered for cedcat ion  more 
than seven days from the date of execution of the works. Timesheets not correctly certified 
will not subsequently be accepted. 

33.3 Measured Work 

A system for recording "Measured Work" quantities, was agreed a s  follows: 

.......................................................................................................... 

The Contractor will use the system to provide estimated quantities and for measured and work 
items. [eg. hv cables, excavation and ancillaries, overhead line rates, busbars, earthing, 
multicore cables] 

Form 006-03 



Example Minutes 

Once as-installed measured quantities can be determined, the estimated quantities will be 
replaced with actuals, certified by the Engineer's Representative who will retain a copy of the 
certified form. 

7~ 3.2.4 Financial Control (excluding civil) 
i 

The Contractor shall submit interim valuations on a monthly basis for measured work and . ~ 

j T&M work, which shall give an up-to-date projected forecast of expenditure. 

3.2.5 Financial Control (Civil) 

i 
i The Contractor shall submit interim valuations on a monthly basis along with priced and 

extended Daywork Sheets, bearing the signature of the Engineeh Representative (Original 
plus one copy to the Employer's quantity surveying service, one copy to the Engineer). 

I 

The Employer's quantity surveying service will then prepare a monthly certificate and submit 
this to the Employer's finance department to initiate payment. 

4. SAFETY, HEALTH & ENVIRONMENT 

4.1 Health & Safety - General 

NEPA, in common with all employers, has a statutory responsibility in respect of the health, 
safety and welfare of its staff, and to conduct its undertaking in such a way as to ensure, so far 
as is reasonably practical, that all persons who may be affected by its operations, are not 
exposed to risks to their health and safety. 

The Contractor noted that third Party or the Employers safety personnel may cmy out site 
safety visits or audits during the course of the Works to verify the Health and Safety 
performance of the Contractor. 

4.1.1 ~ r r a n ~ e m e n f s  for Health and Safely Reporting 

4.2 Environment 

4.2.2 Environmental Incidents 

The Contractor shall record any Environmental Incidents as they occur, or submit a nil return, 
as part of the monthly contract progress report 
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r-. 
4.2.3 Environmental Audits 

, 
j The Contractor noted that NEPA may carry out environmental audits during the 

>~ execution of the contract. 
I 

5. QUALITY 

< 
j 5.1 Main Contract Quality Plan 
i 

The Contractor agreed to submit his Main Contract Quality Plan as soon as possible, but in 
: .  any case no later than .................. ((r~serr dore, not lurer flrun 6 weeks aRcr award of 
! contract). In the event that any inadequacy and/or incorrect implementation of the Quality 

. . Plan requires the Employer to incur additional costs then such costs will be recharged to the 
Contractor. , 

I 

5.2 Manufacturing Inspection 

,I The Contractor outlined progress with manufacturing and the placement of sub-orders and 
agreed to provide a list of all sub-orders to assist the Employer's quality representative when 
visiting the manufactures. 

5.3 Audit 

The Contractor noted that the Employer reserved the right to conduct an audit on the 
execution of the contract. The Contractor also noted that the audit could extend to him and 
his systems, suppliers etc. The Contractor confirmed that he would co-operate in these audits, 
as and when they might occur. 

6. TECHNICAL 

6.1. Drawings 

6.1.1 Drawing Lists 

The Contract Manager advised arrangements for checking original drawings against site 
conditions as foliows: 
Detail arrangcmcnls here ..... 
and agreed to protide the Contractor with a list of original drawings by .............. 

A list of original drawings required by the Contractor shall then be prepared and submitted to 
the Contract Manager by .................................. 

The Contract Manager will produce a list of any particular drawings required from the 
Contractor by NEPA. 

The Contractor was reminded of the re6irement to maintain the Contract Drawing Listand to 
provide monthly updates. 

Form 006-03 



r Example Minutes 

6.1.2 Drawing Submission 
r '  
I The requisite number of drawing specified by the contract will be despatched to 

the Contract Manager at the above address. Document transmittal sheets shall 

[: require a signature (or electronic acknowledgement where appropriate) from the 
recipient to confirm receipt. 

] 6.1.3 Drawing Approval 

r -  The Contractor agreed to approve all drawings prior to issue. 

1 The Contract Manager stated that relevant drawings shall be approved and stamped "Issued 
for Construction" at least one month prior to site works commencing. The Contractors r 

I programme shall show key dates (usually on a stage by stage basis) for drawing 
production/approval to meet this requirement. It was agreed that the programme should allow 
for all drawings to be commented on by the Contract Manager prior to being issued for 
construction. 

6.1.4 Final Records 

6.1.4.1 Contract Drawings 

The drawings issued for construction shall be marked-up by the Contractor with any "as built" 
amendments. In the case of underground services the Contractor shall pay particular attention 
to the line and marking on the appropriate record drawings. It was agreed that any 
modifications required by others to the Contractor's drawings (in relation to the contract 
works) would be carried out by the Contractor. 

When the work is finished the marked-up as built drawings shall be retained by the Contract 
Manager for record purposes until fmal drawings are provided. 

A duplicate copy of the as built drawings shall be made by the Contractor for return to the 
Contractor's works so that the original drawings may be modified accordingly. 

When the Contractor has completed modifications to the original drawings in accordance with 
the marked-up drawings, two copies are to be sent to the Contract Manager for comment 

The Contractor sdall submit the final as-built drawings for each Section of the Works within 4 
weeks of receipt of the Contract Manager's comments on the marked-up dmwings. 

6.1.4.2 Final Documentation 

The Contractor shaliprovide draft Operation and Maintenance Manuals two months prior to the Time 
for Cornpietion for any part of the Works. 

Form 006-03 
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6.2 PROGRAMME 

r 6.2.  contract P w g r a m m  

The Contractor agreed to submit a contract programme, including work of Sub-Contractors, in 
[: the form and detail required by the Engineer (as specified in the conaact) for his approval, no 

later than ....................... ~ i t h i n  four wecks of conWact award 

The Contractors programme shall take into account the site working hours stated in the I 
................................................................... Contract, namely 

In exceptional circumstances the Contract Manager may authorise in writing work outside 
these hours to maintain the programme, but premium rates will not be chargeable to NEPA 
unless the Contract Manager agrees the reasons for the overtime working are outside the 
control of the Contractor. 

The Contractors programme shall show all outages and shall detail the work to be carried out 
during outages. 

The Contractors programme shall take into account any required stage by stage sequence. 

6.2.2 Key Dates 

Key programme dates given in the contract document are:- 

Any delays affecting "Key Dates" in the programme shall be notified in writing to the 
Engineer for his consideration. 

6.2.3 Site Start on  Third Party Owned Land 

Where contract work is required on land not owned by-NEPA (e.g. overhead line or tower 
work) no site wo* shall be started until access arrangements have been agreed behveen the 
Employer, the Contractor and the landowner concerned. 

6.2.4 Progress Reports 

. The Contractor agreed to submit a progress report in time for discussion at each site 
construction meeting which will show actual work done compared to the agreed programme 
for both Main and Sub-Contractors. The Contractor also agreed to provide monthly reports to 
the Engineer in the format required ipthe contract one week prior to the monthly contract 
progress meeting. 

Form 006-03 
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6.2.5 Progress Photographs 

The Contractor agreed to provide two sets of progress photographs at the site construction 
meeting. The photographs shall be taken as diiected by the Contract Manager's 

(-  Representative. 

6.3 MEETINGS 

6.3.1 Contract Progress Meetings 

r' Contract Progress Meetings shall be held as necessary (usually monthly), chaired by the 

i Contract Manager, to progress the contract works. Those meetings will take on the actions 
from this meeting and develop those and any other relevant issues. Minutes or Actions arising 

[ ' 
from those meetings will be formally recorded and circulated by the Contract Manager 

! 
6.3.3 Site Construction Meetings 

Site Construction Meetings will be held as necessary to deal with site specific issues, chaired 
by the Engineer's Representative who will prepare and issue notes of each m e e ~ g  and report 
matters as necessary to the Engineer. 

6.4 Materials 

6.4.1 General 

The Contractor is to identify delivery dateslrates of supply of specified materials, including 
details of suppliers as appropriate. If the Contractor intends to use alternative materials to 
those specitied he shall advise the Contract Manager. 

6.4.2 Control of Free Issue Material 

All material received by the Contractor's staff will be signed for and kept in a secure store. 
The Contractor will keep a log on behalf of NEPA of all fiw issue material on site. 

6.4.3 Waste Material 

Redundant, scrap or waste material and spoil shall be disposed of in accordance with statutory 
regulations to a licensed tip or arrangements made for return to store as appropriate. The 
contractor will provide evidence of the appropriate treatment of all waste removed form the 
site in accordance with the regulations. 

. 6.5 Plant Specific Issues 

To bc used as ncccssary by the Contract Manager 

7. DATE TIME AND PLACE OF NEXT MEETIh'G 

The date, time and place of the next meeting is:- 

Form 006-03 
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SCOPE 

Issue Number: 1 
Issue Date: 30 November 2002 

Procedure 006 describes the processes of Management and Monitoring of 
Contracts. This procedure takes the process fonvard and describes the principles 
and processes for the Testing and Commissioning of assets created by those 
contracts. 

I Reference: 

PROCEDURE 

i 1 Commissioning Tests 

i When the off load tests are completed satisfactorily, commissioning tests may be 
$ camed out. If the contract is a Power Purchase agreement, NEPA must still ensure 

that the equipment is fit for service before commissioning onto the system is 
commenced, and the contractor must provide evidence that this is the case. 

! I 

1.1 Set up Commissioning Panel 

In complex cases, it takes time to produce a good commissioning schedule 
and it is never too early to start. The Contract Manager and the contractor 
must agree when to set up the commissioning panel and who will sit on the 
panel. The Contract Manager nominates the chairman, for example his site 
representative or other nominated expert; NEPA operational staff and the 
contractor MUST also be represented. 

1.2 Produce Commissioning Schedule 

The contractor must advise which tests are to be carried out. The performance 
specification is part of the contract but the contractor must identify how he 
will demonstrate compliance with the specification. 

The commissioning panel must agree the sequence of commissioning and 
acceptance tests and develop a switching schedule to allow these tests to 
camed out with minimum impact on the wider system whilst ensuring safety 
both to new equipment and the wider system. 

1.3 Connect Equipment to System 1 
I 

The commissioning panel must ensure that all relevant operational staff have 
a copy of the commissioning schedule. This will normally be through the 1 
operational representative on the commissioning panel. I 
Following satisfactory completion of off load testing, the commissioning 
panel agrees a date when the equipment may be connected to the system and 
commissioning and acceptance tes9 commenced. On the agreed date, under 
instruction from the commissioning panel chairman, NEPA operational staff 
carry out necessary switching operations to c o ~ e c t  the new equipment to the 
system. 
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1.4 Contractor Carries out Commissioning Tests I 
The contractor carries out the specified commissioning and acceptance tests 
in line with the agreed commissioning schedule and switching programme. 
The commissioning panel chairman should normally manage this process. 

1.5 Repairs I 
If the performance tests are not satisfactorily completed, the contractor must 
identify the cause of the failure and either repair or replace the equipment. 
After the repairs or replacement have been carried out, the equipment off 
load tests must be repeated as appropriate before commissioning can be 
recommenced. 

The time and date of any repeat tests must be agreed with NEPA operational 
staff by liaison through the commissioning panel. 
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1. SCOPE 

Issue Number 1 
Issue Date: 30 November 2002 

The preceding procedure describes the processes of Site Installation, Testing and r Commissioning. This procedure takes the pmcess forward and describes the 
principles and processes for Contract Completion 

i ' 
PROCEDURE 

1 Contract Completion 

1.1 Prepare Taking over Certificate I 
Following the satisfactory completion of commissioning tests, the contractor 
will advise the Contract Manager that, in his opinion, the contract is 
complete and ready for Taking Over. 

It is inevitable that there will be some outstanding minor works at this stage. 
Prior to preparation of the Taking Over Certificate the Contract Manager's 
site representative should inspect the plant with the contractor's site 
representative and agree a list of outstanding works. If the list of minor 
works is agreed, the Contract Manager should prepare the Taking Ovet 
Certificate, which includes the agreed list of outstanding works. 

Reference: 

Manual 5.5 

If there is any dispute, the Contract Manager should meet the contractor, 
preferably on site, to discuss and agree the contentious issues. In this case 
the Taking Over Certificate will not be prepared. This is a serious i 
contractual situation and the Contract Manager and the contractor should i 
meet promptly to resolve the situation. The meeting should take place no 
later than one month after commissioning. 

1.2 Final Invoice 

The Contract Manager should have already advised the team member 
Finance in advance when commissioning is likely to occur and when the 
final invoice islikely to arrive. 

After commissioning the Contract Manager should confirm that the contract I 
is complete by signing the Taking Over Certificate. A copy of the certificate 
should be given to Finance & Accounts @&A). This is an indication that the 
fmal invoice is imminent. F&A should not accept the fmal invoice without 
having a copy bf the Taking Over Certificate. 

If a final invoice amves and F&A does not have a copy of the Taking Over 
Certificate, then F&A should firsf check the situation with the Contract 
Manager and follow the Payment process. 

Proc 006 
section 3.2 
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r 1.3 Prepare F i a l  Completion Report 

Issue Number. 1 
Issue Date: 30 November 2002 

The Project Manager should prepare a Final Completion Report for the 
project. This should cover: 

I Reference: 

[' Description of project 
Whether the project met its objectives 
Final cost statement 
Comparison of final cost against budget 
Description of reasons for variances to budget 

The Final Completion Report should be in standard format (Form 008-02) FO, 00842 I 
1.4 Warranty Management I 

Ideally, no defects occur during the warranty period and the contract 
continues to the end of the warranty period. The Contract Manager should 
advise the team member Finance that there have been no defects and 
confim the date that the invoice for final retentions is due. 

Once the Taking Over Certificate has been signed and given to the 
contractor, the Contract Manager should handover his day-to-day 
responsibility for the new equipment to local site staff. The Contract 
Manager retains the responsibility for the Warranty on the equipment, and 
site staff should advise the Contract Manager if a defect is found during 
the Warranty period. If a defect is found then this is managed through 
section 2 of this procedure. 

1.5 Warranty Period Complete 1 Pay Final Retention 1 

2 

On receipt ofihe invoice, the project manager must check the Taking over 
certificate and verify that all outstanding works have been completed. He Proc 006 

On satisfactow completion of the warranty period (normally one year after 
the date agreed on the taking over certificate) the contractor will submit 
the invoice for retentions to the Finance department. The team member 
finance will follow procedure 006 section 3.2 for details of how to deal 
with payments. 

may then authorise the invoice in accordance with procedure 006. 1 Section 3.2.5 

Pr0c 006 
Section 3.2 

2 Warranty Period - Defects Found I 
2.1 Defect Identified - not conaactual I 
If NEPA site staff discover a defewduring the warranty period, they must 
immediately inform the Contract Manager and, if necessary, take the plant 
or equipment out of senrice. 
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L The Contract Manager must determine whether the defect is an item to 
which the warranty applies. If the defect is found to be on an item not 

Ir 
I 

covered by warranty, then this is not a contractual matter and it is not a 
matter for the project manager. The local NEPA site operational staff 
should arrange for a repair. An example would be where the contract 

r- was for extension to existing equipment and some of the existing 
/ equipment was not replaced and it was this equipment that failed. 

2.2 Notify Contractor I 
If the defect identified is within the scope of supply of the contract, the 
project manager must inform the contractor immediately. The 
conditions of contract require the contractor to make repairs during this 
period within a reasonable time period, subject to NEPA operational I 
requirements. I 

2.2.1 NEPA cany out repair 1 
Unfortunately "within a reasonable time period" is usually not 
defined. However the conditions of contract normally allow NEPA 
to cany out repairs if NEPA considers that the contractor is not 
proceeding rapidly enough. In these circumstances NEPA is entitled 
to charge the contractor for carrying out the repair. 

The Contract Manager should note that this situation will almost 
certainly lead to a dispute and he should try eveiy avenue open to 
him to ensure that the contractor l l f i ls  his warmnty obligations. 

2.2.2 Defect Rectified - Contractor carries out repair I 
Ideally, the contractor acknowledges his contractual obligations and 
cames out the necessary repairs within a reasonable period of time. 
It is important that the Contract Manager keeps records of repaits 
camed out during the warranty period because any equipment 
replaced may extend the warranty period 'for that item. The 
wamnty'conditions will be defined in the contract, and the Contract 
Manager must ensure that the contract is adhered to. 
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[: 
NATIONAL ELECTRIC POWER AUTHORITY r 'TAKING OVER CERTIFICATE/ 

*CERTIFICATE OF COMPLETION 

r Contractor's Name and Address No: 

r Date: 
! 

Our ReE 

Your Ref: 

CONTRACT 

I hereby certify that the Works described hereunder were *taken overlcompleted 
on CDATD in accordance with the Terms and Conditions of the Contract, with the 
exception of the minor items described below, and that the *maintenance 1 defects liability I 
warranty period commenced on that date. 

Description of Works: 

Exceptions: 

I also hereby certify that the following contractual requirements were completed on the dates 
shown: 

* i) All civil drawings, fixing details, loading and foundation drawings submined 

* ii) Technical Data Schedules and draft Operation and Maintenance Manuals submitted 

Z 

Signed: 
Contract Manager 



INTERNAL NOTES: 

* The Time for Completionflaking Over/Completion Date is within the Contractual Period 
including time extensions. 

* The Time for Completioflaking Over/Completion Date is weeks over the 
Contractual Period. This is not considered to be the responsibility of the Contractor. 

* The Tinre for Contpletioflaking Over/Completion Date w e e k s  over the Contractual 
Period. This appears to be the responsibility of the Contractor. 

* Delete as appropriate 

NOTE: Engineering Procedures require the above circumstances to be reported. 

Original - Contractor. Copy to Contract Manager; Manager F&A 
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r NEPA CONFIDENTIAL 

NIGERIA ELECTRIC POWER AUTHORITY 

l- <Date > 

FINAL COMPLETION REPORT 

<Project / Contract Ti t le  

(Memorandum by <PROJECT SPONSOR>) 

1. SUMMARY 

1.1 This Final Completion Report requests the approval of the < Approval Aullioriry > to 
close Project / Contract No at an outtum wst of < Naira > . 

2. BACKGROUND 

Describe why contract was placed, what were the conlpany business objectives 

3. SCEIEME DESCRIPTION 

3.1 Describe scheme and whether company objectives have been met 

3.2 The detailed costs incurred by this project / contract are set out in the attachment to 
this report and are summarised below: 

BUDGET APPROVAL: - million Naira 

OUTTURN COST: m i l l i o n  Naira 

3.3 Explanation of the Differences between budget and outtum 

< Describe reasons for dijerences - u16oreseen ground conditions, delay 
due to system requirements/max gen, contractor chinis> 

4. COMiMENTS BY THE CONTRACT MANAGER 

4.1 All commitments under this contract have been made and there are no outstanding 
claims against NEPA. 

SIGNED: 
Contract Manager 

DATE: 

Form 008 - 02 



I .  
5. COMMENTS BY MANAGER F&A 

r-' 

i ' SIGNED: DATE. 
! Manager F&A 

6. USER ACCEPTANCE 

< The Operafionai Manager > accepts responsibility for the assets created by this contract and 
detailed in the attachment to this report 

SIGNED: 
! Operational Manager 

DATE: 

7. COMMENT BY MANAGING DIRECTOR 

I note the content of this f i a l  completion report and agree to the closure of the project~contract 

SIGNED: 

MANAQaG DIRECTOR 

DATE: 

NOTE THE FINAL COMPLETION REPORT SHOULD BE 1 - 

ACCOMPANIED BY SUPPORTING DOCUMENTATION 
APPROPRIATE TO THE NATURE AND SCALE OF THE PROJECT 

Form 008 - 02 
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! 

SCOPE 

Issue Number: 1 
Issue Date: 30 November 2002 

The precedmg procedures describe the processes of project Management from / inception Lough  to completion. Tbis procedure describes the process 
necessary for the Management of Change within a project. The necessity for 
change may be identified at any time after contract award so this procedure is 

I applicable throughout the process from Contract award to completion. 

I Reference: 

i PROCEDURE 

1 Management of Contract Changes 

Changes to contract may be identified by either NEPA or the contractor. The 
change procedure for a specific contract should be identified in the contract 
document. 

It is almost inevitable that change will occur through the life of the project. Good 
project management aims to limit the need for change but it is unlikely that 
change will be eliminated altogether, especially on large complex projects. 

1.1 Change Identified 
Manual 

If the Contract Manager identifies a need for a change to the contract, he 9.1 

should inform the contractor at the earliest opportunity that there may be a 
change, and ascertain whether it is likely to affect the project completion 
date. This could be done through the monthly progress meetings. 

Manual 

If the contractor identifies the need for a change, he must inform the Manual 

Contract Manager and request a Change Notice (See 1.5 below) section 9.2 

1.2 Check Contract Authorisation 
Manual 

However the change has been identified, the Contract Manager must check ' 
9.3 

the financial authorisation for the contract and whether the proposed change 
was foreseen and therefore included in a provisional sum within the current 
contract autho;isation. 

1.3 Seek Additional Authorisation 

: If the proposed change is not included in an existing provisional sum, the 
Contract Mana'ger must seek additional contract authorisation from the 
original delegated authority. Standard Form 009-01 should be used for this I F0rm009-01 
purpose before proceeding further. 

Z 

The Additional Contract Authorisation requires an estimate of the additional 1 
finds required. The Contract Manager may estimate this himself or seek a 1 
quotation from the contractor. The Change Notice should be used to seek the Oo9-02 

quotation. (See section 1.5 below) 1 
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PROCESS 

I 
YES 

FORMS 

Change Request 

Change Notice I 1  
Quotation a 

to aroceed: e.a, orocaed immediately or not whether @ 

@!i The auotation should include price, pricing basis, &% 
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I. I Reference: 
1.4 Change Cannot Proceed 

I ' 

If the delegated authority does not approve the additional contract 
authorisation, the change cannot proceed. 

i 1.5 Contract Change Notice 

All changes should be adequately specified before instructing the 
contractor to commence work.. The Contract Manager must allocate the 
task of preparing the specification for the change to an appropriate team 
member. 

The specification for the change should be given to the team member 
commercial, who will prepare the Contract Change Notice (Standard 
Form 00942) for despatch to the contractor. The Contract Change 
Notice seeks a quotation and, depending on the terms and conditions of 
the contract and whether contract authorisation is available, may instruct 
the contractor to proceed immediately, even before the quotation is 
agreed. 

1.6 Contractor Submits Quotation 

Following receipt of the Change Notice, the contractor must prepare a 
quotation for the changed or extra work. The Contract Manager must 
then assess whether the quotation is fair and reasonable for the work to 
be done. This may be done by: 

Comparison with the original contract 
Comparison with other similar work 

In particular, the quotation should be made on the same basis as the 
original contract e.g., equipment prices and labour rates should be the 
same as originally priced. 

1.7 Adjust Contract Price and Schedule I 
If the Contract.Manager, with the assistance of the project team, judges 
that the quotation is fair and that the cost is within the conwact authorised 
value then he may instruct the contractor to proceed. The team member 
commercial should prepare a Variation to Contract (Standard Form 009 - 
03) for signature by the appropriate Approval Authority and, after 
approval, despatch to the contractor. 

The team member commercial should update the contract by attaching a 
copy of the Variation to the maste1,contract. 

Form 009-02 

Form 009-03 

The team member commercial should also copy the Contract Variation to 
the team member Finance who should update the contract value in the 
financial monitoring system and update the cash flow and Value of Work 
Done forecasts. 
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I I Reference: 

1.8 Dispute Quotation I 
If the project team does not believe that the quotation is acceptable, the 
team member commercial should prepare a letter to the contractor 
advising why the team does not accept the quotation and asking the 
contractor to requote. 

If the contractor stands by his quotation, then there is a contractual 
dispute. The t e n s  of contract may allow the Contract Manager to 
inshuct the contractor to proceed. However, the adjustment to contract 
price needs to be agreed as soon as possible. This may involve 
negotiation (Procedure 01 1) and eventually may lead to a contractual 1 dispute. (Procedure 010) 

Proc 01 1 
Proc 010 
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ADDITIONAL CONTRACT AUTHORISATION 

Contract Name. Contract fl 

ORIGINAL CONTRACT AUTHORISATION 
(INCLUDING MODIFICATIONS) 

1. Contract Price (including Disclosed Provisional Sums) 
2. Undisclosed Provisional Sums I 
3. Contract Risk Margin I 

TOTAL AUTIIORISAnON I 
4. Previous Additional Authorisation(s) (Total) f 

5. Additional Approval Now Sought I 
6. Cumulative Financial Approval E 

I confirm there are sufficient funds in the Approved Budget 

Name: ................................................... ................................... Signed 
..................................... Title: Finance Officer Date 

I recommend the above proposals: 

................................................... Name: 
Title: Contract Manager 

................................................... Name: 
Title: Executive Director 

I ................................................... I Name: 
1 Title: Managing Director 
I 
I 

Signed. .................................. 
..................................... Date 

Signed ................................... 
Date ..................................... 

I /  

................................... Signed 
..................................... Date 

............................. ................... Name: *.: Signed ................................... 
Title: Date .: ........... ........................ 

i 
Name: ................................................... Signed.. ................................. 
Title: ...................................... Date 

Distribution (when fully signed): Original: Contract Master File 
Cojiies: Manager F&A 



CONTRACT CHANGE NOTICE 

CONTRACTOR: REFERENCE: 

/ ADDRESS: CONTRACT No: 

1 CHANGE NOTICE No: 

I Page of 

This Change Notice is forwarded for your attention. Please c o n f i  receipt and that your 
quotation will follow within the period specified: 

/D&~&IoN OF CHANGE: 

1 I (Speci/ication. Standards) 

I (continue on Extra Sheets f N e c u s q )  

1 In accordance with the Conditions of Contract you are hereby inshcted : 1 
*I. To PROCEED with specified works Immediately 1 
*2. To provide Quotation and AWAIT FURTHER INSTRUCTIONS 
(*Delete as applicable) 

'3. Your fully detailed quotation should be submitted within [2a] days of receipt ofthis Instruction. i 
*4 Your quotation dated bas been received and is being examined 
(*Delete as applicable) 

*3 There is to be no effect on the contract.programme. 

*4 The permitted extension to the contract programme is days, and an extension to time 
certificate will be issued. 
(*Delete as applicable) 

Form 009-02 



VARIATION TO CONTRACT 

I Contract Change Notice:- 

Quotation Reference: 
i 
! 

Dear Sirs 

<NAME OF CONTRACT) 

The National Electric Power Authorily accepts your quotation dated with respect to 
Additional Work specified in Change Notice N u m b e r .  This Variation to Contract authorises 
you to proceed with the works specified and advises you that the Contract Price is amended.as 
follows: 

Current Contract Provisional Total Price 
Price Sums 

(Naira) (Naira) 
(Naira) 

Original Price 

Variation No 1 

Variation No 2 

Variation No 3 

This Variation 

TOTAL 

Please confum receipt of this Variation to Contract and confm,that the works specified in the Cbange 
Notice are proceediig as requested 

Yours faithfuly 

Form 009-03 
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SCOPE 

Issue Number: 1 
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Reference: 

A claim or dispute is a difference of opinion between the client W P A )  and the 
contractor, normally over money. Claims and Disputes may arise at any time Manual 

procedure detail how to deal with claims and disputes as they arise and are 

I 
after contract award. The Manual for the Management of Projects and this Section 7 

' I' applicable throughout the contract cycle. 
i 

The contract will specify the processes to be followed for disputes that cannot be : 
r resolved by the Contract Manager and contractor's representative. This 
i 
I procedure presents the requirements of a typical disputes procedure, which aims 

to resolve a dispute at the lowest possible level. Escalation of a dispute will 
! always result in extra cost, and can delay or disrupt contract execution. 
i 

PROCEDURE I 
I 

1 Claims and Disputes 

1.1 Contractor Presents Claim 
I 

The contractor will put any claim in writing to the Contract Manager. The 
initial claim letter will normally contain little detail, and may only serve as 
notice of an intention to claim. 

1.2 NEPA Assessment of Claim 1 
The Contract Manager must insist on full details of the claim along with 
supporting documentary evidence prior to starting any assessment. Manual 

Section 7.2 

The Contract Manager must establish: 
I 

Technical Validity of Claim 
Entitlement 
Value of Claim - Quantification 

1.3 Written Response 

This is described in detail in the Manual for the Management of Projects 
section 7.2 

ARer establishing the validity, entitlement and value of the claim the 
Contract Manager must respond to the contractor in writing. There are three 
available responses: 

Manual 
72 

r' 

The claim may be agreed 
The claim may be agreed in principle but not the value 
The claim may be rejected 
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YES w 

k% The clam must be assessed aaa~nst the contract. @8 

&! writina of difference of opinion. @a 

The Contract Manager must prepare adequately 
before the meeting with the Contractor, and take 
apuro~riate team members to meeting. I 
The Contract Manager may need to obtain addiiional 
approval from an appropriate level of author~ty 
before agreement can be concluded wkh the 
Contractor and the claim resolved. Follow Procedure 
009. Management of Contract Changes (2). 
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When authorisation is in place, the Contract Manager must set out the 
agreement in writing to the contractor. This may include a Contract, Form00943 
Variation (Form 009-03) 

If the claim is agreed in whole or part the Contract Manager must ensure 
that he has contract authorisation to agree the claim. If he does not have 
adequate contract authorisation then he must obtain that as described in 
procedure 009 sections 2.2 & 2.3 

1.4 Enter Changes on Master Contract i 

Reference: 

Proc 009 

I 
Any changes to the contract schedule or value as the result of a claim must i 
be fully documented and the documents added to the Master Contract. 

1.5 Claims Meeting(s) 

If the response is a rejection of the claim, the contractor has two options: 1 
Accept that the claim is rejected 
Dispute the response 

The contractor often looks upon the rejection of his claim as the first stage 
in a negotiation and is therefore very likely to dispute the Contract 
Manager's response. If the contractor disputes the response, then a Dispute 
negotiation meeting must be set up. 

The Contract Manager should approach this meeting in exactly the same 
way as any other negotiation by preparing thoroughly. The principles set out Proc 01 1 
in procedure 01 1 and the Manual for the Management of Projects section 6 Manual 
should be applied. section 6 

1.6 Refer Dispute to Senior Management 

NEPA's aim should be to resolve the dispute at the lowest level possible. If 
progress is being made towards a resolution then more meetings may be 
held until agreement is  reached. 

If it becomes obvious that the Contract Manager and the contractor cannot 
reach agreement at this first level i.e. stalemate at the meetings, they may 
agree to refer the dispute up to more senior management 

Senior Management will then agree to meet to try to resolve the dispute. The 
Contract Manager must fully brief the management official who will be 
conducting the renewed negotiations. 

Z 

If the dispute cannot be resolved at this level then it must be refemd on to 
Arbitration as described in the contract (See section 2 below) Section 2 
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2 ARBITRATION ! 

Whenever agreement is reached, the Contract Manager should document 
agreement and check the contract authorisation in the way described in 
section 1.3 above. The ageement should then be set out in writing to the 

I Contractor along with any Variation to Contract. 

The arrangements for Arbitration are set out in the contract The approach should 
be thorough preparation and a clear statement of NEPA's case. This will give the 
best chance of success. 

Section 1.3 

2.1 Appoint Independent Expert 

The Independent Expert or similar Independent Engineer is appointed as set 
out in the contract. This appointment is normally made within a few months 
of contract award by mutual agreement between NEPA and the contractor. 

2.2 Refer Dispute to Independent Expert I 
If NEPA and the contractor are unable to resolve their differences, they may 
agree to seek the opinion of the Independent Expert appointed under the 
contract. 

2.3 Adjudication by Independent Expert 

AAer due consideration, the Independent Expert will provide his opinion on 
the relative merits of each party's case. Both parties have the option of 
accepting or rejecting the Independent Expert's opinion. 

2.4 Refer Dispute to Arbitrator 

Following breakdown of negotiations between NEPA and the contractor 
senior staff and if either party rejects the opinion of the Independent Expert, 
the dispute ivieferred to the Arbitrator for a determination. The Arbitrator is 
appointed as set out in the contract. 

2.5 Arbitrator's Decision 1 

AAer due consideration of the relative merits of both party's cases, the 
Arbitrator will make a decision. The contract may require the parties to accept 
the arbitrator's decision (binding arbitration). If not, either party has the right 
to take the case further. ,- 
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t 2.6 Refer to Legal Representatives I 
I If either party rejects the Arbitrator's decision, the only recourse they have is 
! through the courts. If the case is referred up to the courts, NEPA must brief 

their Legal Representatives prior to any court submission. 

2.7 Court Decision 

After consideration of the relative merits of the cases, the court will make a 
! judgement. This is normally binding on both parties. 

t 
2.8 Enter Changes on Master Contract I 

i I 
Whenever agreement is reached, the Contract Manager should document 
agreement and check the contract authorisation in the way described in 
section 1.3 above. The agreement should then be set out in writing to the 
Contractor accompanied by a Variation to Contract as appropriate. 

Section 1.3 
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SCOPE 
I 
I Negotiation is a common process in Contract Management. It may apply to any 

situation where there is a difference of opinion between two parties and 

1 negotiation is used to resolve that difference of opinion. 
I 

This procedure describes the processes necessary for the conduct of successful Manual 
negotiations. section 8 

I 

PROCEDURE 

1 Appoint Negotiating Team 1 

2 Prepare Negotiation Brief I 
The project sponsor should nominate a Lead Negotiator who would normally be 
the existing contract manager. The lead negotiator then selects a team to assist 
him normally from the existing project team. 

blanual 
section 8.1, 
8.2.1 

The team should also assemble all relevant documentation and prepare a Manual 
statement of facts, cross-referenced to the documents, ready for use in the section 
negotiation meeting. 8.2.3,8.2.4 

The negotiating team should identify NEPA's objectives for the negotiation and 
prepare a negotiating brief for approval by senior management (2.1). This brief 

2.1 Obtain Management Approval 
I 

section 
must discuss the issues for negotiation and identify NEPA's preferred position 8.2.2 
and position of last resort 'i 

I 

If the terms to be agreed are outside the Contract Manager's or Project 
Manager's delegated authority the negotiating brief should be submitted'to 
senior management for approval. Approval by management gives the 
negotiating team authority to negotiate within the bounds of the brief. 

If the management do not approve the negotiating brief, the project team 
must take their comments into consideration and change the brief to make it 
acceptable. The changed brief should be resubmitted for approval, which 
should be obtained prior to any negotiating meeting with the bidder. 

3 Negotiation Meeting(s) Manual 
section 8.3 

As the Client, NEPA must prepare the agenda for the negotiation meeting and 
choose the venue, usually NEPA offices. If the negotiation might involve 
inspection of the work site or work records, then a meeting should take place at 
site. (Section 8.3 of the Manual for the Management of Contracts gives more 
details) 
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It is important that the Lead Negotiator and his negotiating team should not 

I exceed the authority given to them by the management approval of their 
negotiating brief 

Anything agreed in the negotiations should be carefilly recorded and NEPA 
should issue agreed minutes. 

I- It is likely that full agreement will not be reached at the first meeting, so 
j several meetings may be required. It is important to agree which points 

remain outstanding and a date or dates for subsequent meetings so that 
f - momentum may be maintained and the negotiations brought to a rapid 
I conclusion. 

4 Advise Management I 
Following each meeting the lead negotiator should provide a brief to management 
outlining: 

Overview of how negotiations are going 
Issues agreed 
Issues outstanding 

5 Take Necessary Actions 

Following conclusion of successful negotiations the Contract Manager should 
take whatever actions are necessary to implement the agreements. For example: I 

If a claim has been agreed, he should arrange to update the contract 
price and make any payments that are necessary 

If the contractor has agreed to cany out improvements, arrangemen,& 
may be made for access to site or for monitoring of the works 

If agreement c?nnot be reached when negotiating a claim, then a dispute is 
declared, and the contract specifies how to deal with this. Procedure 010 outlines 
the necessary steps in more detail. 

Pmc 010 


