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Cambridge NEC contract 
managed online
PAUL WILKINSON 
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Davis Langdon recently worked with BIW 
Technologies to develop an online solution to 
support its NEC contract administration role 
on a £9.75 million city centre redevelopment in 
Cambridge. 

In 2004, Davis Langdon was appointed to 
provide project and cost management, including 
contract administration services, on a project for 
St John’s College, Cambridge. The ‘Triangle Site’ 
project involved conversion of two properties into 

a medical centre and refurbishment of 12 listed 
buildings to provide ground-floor commercial 
space with residential accommodation for stu-
dents in the floors above.

The client was happy to use the NEC despite 
a lack of familiarity with the contract among the 
project team. Davis Langdon was also keen to find 
an alternative to the paper-based system and email 
as a communication medium but, wary of adopt-
ing a ‘one-size-fits-all’ approach due to previous 
experience of similar systems, was looking for a 
solution that was flexible enough to meet the spe-
cific project requirements. 

The firm therefore collaborated with BIW 

Technologies to develop a comprehensive suite 
of standard forms and documented procedures 
which met all of the NEC process requirements. 
Approximately six months after works started on 
site, BIW’s contract administration module was 
adopted and trialled alongside the current proc-
esses.

Over 100 compensation events
In the first four months, over 100 compensation 

events were issued. Since each of these then gen-
erated further processes (for example contractor’s 
quotations and project manager’s assessments), 
strong management procedures were needed 
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The UK Office of Government 
Commerce (OGC) launched its 
Guide to best ‘Fair Payment’ 
practices in July 2007. It was 
subsequently endorsed by the 
Public Sector Construction 
Clients’ Forum and bodies rep-

resenting the construction industry.
From the beginning of 1 January 2008, every 

public sector construction procurer and all mem-
bers of the delivery team are now expected to sign 
a ‘fair-payment charter’. This states, ‘Fair and trans-
parent payment practices are an essential underpin-
ning to achieving successful integrated working on 
construction projects.’ 

The charter applies to all public-sector projects 
coming on stream in the UK. 

Project bank accounts
Most of the OGC’s new guide is devoted to 

project bank accounts, on which it states, ‘There 
is very good alignment between the mechanism 
of Project Bank Accounts and the principles of 
‘Fair Payment’, and it is recommended that public 
sector clients should progressively specify use of 

project bank accounts where practicable and cost 
effective.’

The guide identifies a number of advantages of 
having project bank accounts, including

■	 transparent measurement of cash flow
■	 reduction in financing charges across the  

supply chain
■	 reduction in payment abuse
■	 elimination of disruption caused by insolvency 

of a supply chain member
■	 reinforcement of team working.

Most importantly, the guide indicates that at 
least £750 million savings to the taxpayer could be 
achieved if project bank accounts and fair-payment 
practices were applied.

Interest from private sector
Although the OGC guide is directed at the pub-

lic sector, private-sector client organisations were 
involved in producing it and many of these have 
already indicated interest in setting up project bank 
accounts. 

Indeed, Barclays Bank and Bank of Scotland have 
now produced standard documentation for setting 
up such accounts, including bank mandates and 
instructions. 

NEC project bank option
The NEC panel has supported these develop-

ments by agreeing to publish a project bank 
account option based on the client’s guide to 
project bank accounts included in the OGC’s 
guidance. This will help re-enforce and spread the 
use of the NEC across public-sector procurement.

The project bank account concept fits in very 
well with the NEC philosophy. Like all other 
aspects of managing the construction process, 
the payment process needs to be managed effec-
tively. The collaborative intent of the NEC forms 
of contract can be frustrated by poor payment 
performance. In taking a lead on this, the NEC 
has demonstrated its flexibility in accommodating 
best practice in procurement and delivery. 

Guide to best ‘Fair Payment’ practices can be 
downloaded from the OGC’s website at www.
ogc.gov.uk/ppm_documents_construction.
asp#Fairpayment. OGC is also supporting an 
afternoon conference on project bank accounts 
in early 2008, contact Victoria Back at Rider 
Levett Bucknall at victoria.back@uk.rlb.com ●

For further information please contact the author 

on +44 20 7313 4920 or email ahewitt@hvca.org.uk

NEC takes lead on payment

Left How project bank accounts work – there 
will soon be an NEC option for this
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>  Contractor submits 
payment application to 
client together with 
breakdown of supply 
chain’s payments

>  Client authorises 
application

>  Client releases funds to 
bank via BACS

PROJECT 
BANK 
ACCOUNT

The project bank 
account is given 
trust status – if 
contractor goes 
into insolvency, the 
monies due to the 
supply chain are 
protected

>  Client and contractor 
provide bank with details 
of payments due to 
contractor and each 
supply chain member

>  On deposit of funds, 
bank releases all 
payments simultaneously 
to each supply chain 
member
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David Orr, who became 143rd president of the 
Institution of Civil Engineers (ICE) on 6 November 
2007, has put NEC and procurement at the heart of 
ICE’s policy for 2008.

He said in his presidential address that excellence 
in procurement was going to be one of the four key 
themes of his presidential year, along with deliver-
ing public works of real value, protecting the public 
and promoting the profession.

NEC makes strongest contribution
‘ICE’s strongest contribution to excellence in pro-

curement is in the NEC contract, the third edition 
of which (NEC3) has been endorsed by the Office 
of Government Commerce as upholding the princi-
ples of ‘achieving excellence’,’ he said. 

‘It is widely used in the UK and across the world. 
NEC3 is helping the construction industry to deliver 
on time and on budget, and with closer coopera-
tion – integrated working across the construction 
team. It provides transparency and incentives for 
innovation and good performance. When things 
do go wrong, its ‘no surprises’ culture provides an 
early-warning process, allowing everyone to focus 
on getting things back on course. 

Northern Ireland projects
Orr is also an experienced NEC user in his cur-

rent role of director of central procurement in 
the Northern Ireland Civil Service. ‘The Toome 
Bypass on the strategic route between Belfast 
and the north west of Ireland was my first experi-
ence of using NEC. When it was opened in 2004, 
it was six weeks early and some 5% under the 
target cost.’

He has since used NEC3 on the new 14 km, £86 
million A1/N1 between Newry in Northern Ireland 
and Dundalk in the Republic of Ireland, which 
opened in August 2007, four months ahead of 
schedule. 

Principles for successful procurement
Orr said that from a client’s perspective there 

were six key principles for the successful procure-
ment and delivery of civil engineering projects

■	 the informed client
■	 crucial first steps
■	 consider the impacts
■	 long-term financial planning
■	 good design
■	 managing risk.

‘These are not new, and some are fairly obvious, 
but it is surprising how often they are forgotten, 
usually with serious results,’ he said. ‘So let us stand 
up for excellence in procurement. Let us work in 
partnerships and make full use of the talents and 
the capacities of ICE and its members. There is 
no better way to deliver projects and delight our 
clients.’ 

The full text of David Orr’s presidential address 
is available on the ICE website at www.ice.org.uk/
downloads//printedversion.pdf ●
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Contract at core of ICE policy

to maintain control of the project. In addition to 
the NEC processes, the contractor’s request-for-
information process was also added to the BIW 
module. 

Having a single repository for all project com-
munications proved invaluable, said project 
manager Chris Akers. ‘The BIW system allows you 
quickly to search any type of communication and 
identify, say, all of the compensation events for 
which a quotation has not yet been received, or 
identify all of the early warnings which are open at 
that time. The system also allows you to explore 
the history of an issue quickly and easily due to 
the in-built audit trail and links to associated docu-
ments. A further benefit is being able to bring 
information to team meetings, by filtering and 
exporting the information into spreadsheets and 
reports.’ ●

For further information please contact the author on 

+44 20 8858 1104 or email paul.wilkinson@biwtech.com
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which NEC processes 
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