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Procurement Law

Adjudication — a fast-track dispute resolution process used in construction contracts where an independent
adjudicator makes a binding decision. Related terms: dispute resolution, adjudicator, adjudication notice.
Example: A contractor submits a payment claim and the employer disputes it; adjudication can resolve the
payment issue within 28 days. Challenge: Ensuring parties comply with the adjudicator’s decision and
managing costs if the dispute escalates to litigation.

Agreement — the legally binding contract that sets out the rights and obligations of parties in a construction
procurement. Related terms: Contract, terms, conditions. Example: A design-build agreement combines
design and construction services under one contract. Challenge: Drafting clear scope clauses to avoid
ambiguities that may lead to change-order disputes.

Alternative Dispute Resolution (ADR) — mechanisms such as mediation, arbitration and conciliation used to
settle construction disputes without court proceedings. Related terms: Mediation, arbitration, conciliation.
Example: Parties may include an arbitration clause specifying the London Court of International Arbitration
as the forum. Challenge: Selecting an ADR method that balances speed, confidentiality and enforceability.

Award - the formal decision by a procuring entity to contract with a selected supplier or contractor. Related
terms: Tender award, contract award. Example: After evaluating bids, the client issues an award letter to the
lowest responsive bidder. Challenge: Managing potential protest from unsuccessful bidders under the UK
Public Contracts Regulations 2015.

Bid — a written proposal submitted by a supplier in response to a tender invitation, detailing price and
technical approach. Related terms: Tender, offer, proposal. Example: A subcontractor submits a bid for
electrical works, including a unit price schedule. Challenge: Ensuring bid compliance with mandatory
specifications to avoid disqualification.

Bidder — any individual or organisation that submits a bid for a construction contract. Related terms:
Tenderer, proposer. Example: A small-scale contractor competes for a niche refurbishment project.
Challenge: Meeting pre-qualification criteria while remaining competitive on price.

Bid Evaluation — the systematic assessment of submitted bids against the selection criteria set out in the
tender documents. Related terms: Evaluation matrix, scoring, award criteria. Example: The evaluation panel
uses a weighted scoring system of 70% price and 30% technical capability. Challenge: Maintaining
transparency and avoiding bias, especially when subjective criteria are involved.

Bond - a financial guarantee, often a performance or payment bond, issued by a surety to ensure the
contractor fulfills contractual obligations. Related terms: Surety, guarantee, retention. Example: A contractor
provides a 10% performance bond to protect the client against non-completion. Challenge: Assessing the
creditworthiness of the surety and the impact of bond claims on project cash flow.
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Breakdown Clause — a contractual provision that allows a party to terminate the agreement if certain
conditions, such as prolonged force majeure, occur. Related terms: Termination clause, force majeure.
Example: A breakdown clause may be triggered if the project is delayed beyond 180 days due to a
pandemic. Challenge: Interpreting the clause’s scope and allocating risks fairly.

Build-Operate-Transfer (BOT) — a procurement model where a private entity designs, builds, and operates a
facility for a set period before transferring ownership to the public sector. Related terms: PPP, concession,
public-private partnership. Example: A BOT contract for a toll road allows the private partner to collect
revenues for 30 years. Challenge: Structuring revenue risk and ensuring compliance with UK procurement
regulations.

Change Order — a written amendment to the original construction contract that alters scope, price or
schedule. Related terms: Variation, amendment, scope change. Example: The client requests additional
facade work, resulting in a change order that increases the contract sum. Challenge: Managing cumulative
impact of numerous change orders on project profitability.

Clarification — a formal request by a prospective bidder seeking additional information about the tender
documents before submission. Related terms: Enquiry, query, amendment. Example: A bidder asks for
clarification on the required fire-rating of structural steel. Challenge: Providing uniform answers to all
bidders to avoid claims of unfair advantage.

Contract Administration — the process of managing the contractual relationship throughout the project
lifecycle, including monitoring performance, payments and compliance. Related terms: Contract
management, project controls. Example: The contract administrator issues interim payment certificates
based on measured work. Challenge: Balancing strict compliance with flexibility to accommodate inevitable
variations.

Contractor — the party engaged to perform construction works under a contract. Related terms: Prime
contractor, main contractor, subcontractor. Example: A general contractor leads a multi-disciplinary team to
deliver a hospital building. Challenge: Coordinating subcontractors and managing supply-chain risks.

Cost-Plus Contract — a procurement contract where the contractor is reimbursed for actual costs plus a fee
or percentage profit. Related terms: Reimbursable contract, target cost. Example: A cost-plus contract may
be used for a research facility where exact scope is uncertain. Challenge: Controlling cost overruns and
ensuring transparent cost reporting.

Counter-Offer — a response to an initial offer that modifies the terms, creating a new negotiation point.
Related terms: Negotiation, offer, acceptance. Example: After receiving a tender invitation, a bidder submits
a counter-offer with a lower price but altered delivery dates. Challenge: Managing negotiation dynamics
while adhering to procurement timetables.

Critical Path Method (CPM) — a scheduling technique that identifies the sequence of activities that
determines the project duration. Related terms: Gantt chart, schedule, float. Example: The CPM reveals that
the structural framework is the critical path activity. Challenge: Integrating CPM data into contract
milestones and payment schedules.
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Dispute — a disagreement between parties arising from contract interpretation, performance or payment
issues. Related terms: Claim, contention, litigation. Example: A subcontractor claims additional costs due to
unforeseen ground conditions. Challenge: Resolving disputes efficiently to avoid project delays and cost
escalation.

Dispute Resolution Clause — a contractual provision that outlines the mechanisms for handling disputes,
such as adjudication, arbitration or litigation. Related terms: ADR clause, escalation procedure. Example: The
clause may require parties to attempt mediation before proceeding to arbitration. Challenge: Drafting a
clause that complies with the Housing Grants, Construction and Regeneration Act 1996.

Electronic Procurement (e-Procurement) — the use of digital platforms to publish tender notices, receive
bids and manage contract award processes. Related terms: Online tendering, digital procurement. Example:
The Crown Commercial Service uses an e-procurement portal for public works contracts. Challenge:
Ensuring cybersecurity and accessibility for all potential bidders.

Employer — the party that commissions the construction work, typically the client or project owner. Related
terms: Client, principal, owner. Example: A local authority acting as employer for a school construction
project. Challenge: Balancing cost control with quality and statutory obligations.

Environmental Impact Assessment (EIA) — a statutory process that evaluates the potential environmental
effects of a proposed construction project. Related terms: Sustainability, green procurement. Example: An
EIA may be required before awarding a contract for a coastal development. Challenge: Incorporating EIA
findings into procurement criteria without breaching nondiscrimination rules.

Escalation Clause — a provision that allows price adjustments in response to changes in defined cost indices,
such as material price inflation. Related terms: Price adjustment, indexation. Example: A contract includes an
escalation clause tied to the British Steel Index. Challenge: Defining trigger events and protecting both
parties from excessive price volatility.

Exclusion — a statutory restriction that prevents certain entities, such as those convicted of fraud, from
participating in public procurement. Related terms: Disqualification, ineligibility. Example: A firm is excluded
under the Public Contracts Regulations 2015 for previous corruption. Challenge: Verifying eligibility and
managing the risk of inadvertent award to an excluded party.

Expression of Interest (EQI) — a preliminary request issued by a client to gauge market capability and
interest before formal tendering. Related terms: Pre-qualification questionnaire (PQQ), market sounding.
Example: An EOl is circulated to identify capable contractors for a high-rise tower. Challenge: Designing the
EOI to attract sufficient competition without revealing sensitive project details.

Framework Agreement — a long-term arrangement setting out terms and conditions under which individual
contracts (call-offs) may be awarded. Related terms: Umbrella contract, dynamic purchasing system.
Example: A public sector framework for civil engineering services allows agencies to procure works on an
as-needed basis. Challenge: Managing the transition from framework to specific call-off contracts while
maintaining compliance.
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Force Majeure — an event beyond the parties’ control (e.G., War, natural disaster) that may excuse
performance under the contract. Related terms: Impossibility, frustration. Example: A pandemic triggers a
force majeure clause, suspending construction activities. Challenge: Interpreting the clause’s scope and
allocating associated costs.

Guarantee — a promise by a third party to fulfill the obligations of a contractor if the contractor fails to
perform. Related terms: Bond, surety, warranty. Example: A parent company provides a guarantee for its
subsidiary’s performance on a contract. Challenge: Assessing the guarantor’s financial strength and the
enforceability of the guarantee.

Health and Safety at Work Act 1974 (HSWA) — primary legislation governing occupational health and safety
in construction. Related terms: CDM Regulations, risk assessment. Example: The client must ensure a
construction phase plan is prepared under CDM 2015. Challenge: Aligning procurement specifications with
statutory health-and-safety duties.

Indemnity — a contractual promise to compensate the other party for loss or damage arising from specified
events. Related terms: Hold-harmless, liability. Example: A subcontractor indemnifies the main contractor
against third-party claims for defective work. Challenge: Negotiating the scope of indemnity to avoid
unlimited liability.

Information and Communications Technology (ICT) Procurement — the process of acquiring hardware,
software and services required for construction project management. Related terms: E-procurement, digital
tools. Example: Procuring a BIM execution platform through a competitive tender. Challenge: Ensuring
interoperability and compliance with data protection regulations.

Joint Venture (JV) — a collaborative arrangement where two or more parties pool resources to undertake a
specific construction project. Related terms: Partnership, consortium. Example: A JV between a structural
engineer and a specialist contractor to deliver a complex facade. Challenge: Allocating risks and profits
among JV members while maintaining a clear governance structure.

Key Performance Indicator (KPI) — measurable criteria used to assess contractor performance against
contractual obligations. Related terms: Performance metrics, service level agreement. Example: A KPI may
require 95% on-time delivery of material shipments. Challenge: Selecting KPIs that are realistic, verifiable
and aligned with project objectives.

Litigation — the process of resolving disputes through the courts. Related terms: Claim, adjudication,
arbitration. Example: A contractor files a claim in the Technology and Construction Court for breach of
contract. Challenge: High legal costs, lengthy timelines and potential reputational damage.

Local Authority Procurement — the procurement processes used by municipal bodies for construction
projects, subject to both national regulations and local policies. Related terms: Council contracts, public
sector procurement. Example: A council follows the Public Contracts Regulations 2015 when awarding a
school rebuild. Challenge: Balancing political considerations with statutory compliance.

Margin — the difference between the contract price and the cost of performing the work, expressed as a
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percentage or absolute amount. Related terms: Profit margin, markup. Example: A contractor targets a 7%
margin on a commercial fit-out. Challenge: Accurately estimating costs to protect the margin against
unforeseen expenses.

Minority Supplier — a business owned and controlled by individuals from a minority background, often
encouraged through specific procurement policies. Related terms: Diversity, inclusion, supplier
development. Example: A public body may set a target to award 20% of contracts to minority suppliers.
Challenge: Verifying ownership and avoiding tokenism while ensuring competence.

Mitigation — actions taken to reduce the likelihood or impact of identified risks. Related terms: Risk
management, contingency. Example: Using alternative steel suppliers to mitigate supply-chain disruption.
Challenge: Allocating mitigation costs fairly between parties.

Negotiated Procedure — a procurement route that allows direct talks with selected suppliers without a full
open tender, permissible under certain thresholds. Related terms: Restricted procedure, competitive
dialogue. Example: A client uses a negotiated procedure to engage a specialist contractor for a nuclear
decommissioning project. Challenge: Demonstrating that the procedure complies with transparency and
fairness requirements.

Notice of Award — the formal communication sent to the successful bidder confirming contract award and
outlining next steps. Related terms: Award letter, contract execution. Example: The notice includes a
requirement to sign the contract within 14 days. Challenge: Managing potential protests from unsuccessful
bidders within statutory timeframes.

Notice to Proceed (NTP) — a written instruction from the employer authorising the contractor to commence
works. Related terms: Commencement, start date. Example: The NTP triggers the contractor’s entitlement to
mobilise resources and claim the first payment. Challenge: Aligning the NTP with the availability of site
access and financing.

Obligation — a duty imposed by the contract that a party must fulfill. Related terms: Liability, responsibility.
Example: The contractor’s obligation to achieve a specified fire-resistance rating. Challenge: Interpreting
vague obligations and allocating responsibility for defects.

Off-site Fabrication — manufacturing components away from the construction site, then transporting them
for assembly. Related terms: Modular construction, prefabrication. Example: Structural steel modules are
fabricated off-site to improve quality control. Challenge: Coordinating delivery logistics and ensuring
on-site integration.

On-site Supervision — the presence of qualified personnel overseeing construction activities to ensure
compliance with specifications. Related terms: Site engineer, quality control. Example: A site supervisor
monitors concrete placement to guarantee proper curing. Challenge: Balancing supervision costs with the
need for quality assurance.

Operational Risk — the risk of loss resulting from inadequate or failed internal processes, people or systems
during construction. Example: Inadequate safety training leading to accidents. Challenge: Embedding risk
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assessments into procurement specifications.

Outcome-Based Procurement — a procurement approach that defines the desired result rather than
prescribing the means of delivery. Related terms: Performance-based contract, result-oriented. Example:
Specifying a building’s energy performance rather than detailing construction methods. Challenge:
Measuring outcomes objectively and allocating responsibility for achieving them.

Overtime Clause — a provision that allows for additional payment when work is performed beyond normal
working hours. Related terms: Extended hours, premium rate. Example: The contractor may claim overtime
at 1.5 Times the standard rate for weekend work. Challenge: Controlling cost escalation due to excessive
overtime claims.

Payment Certificate — a document issued by the contract administrator confirming the amount due to the
contractor for work completed to date. Related terms: Interim payment, invoice. Example: The contractor
submits a payment application; the certificate validates the sum for the next instalment. Challenge:
Resolving disputes over measured work and ensuring timely cash flow.

Performance Bond — a type of surety bond that guarantees the contractor will complete the project
according to contract terms. Related terms: Security, guarantee. Example: A 10% performance bond is
required for a public infrastructure contract. Challenge: Managing claims if the contractor defaults and
ensuring the bond amount reflects project risk.

Performance Indicator — a metric used to evaluate how well a contractor meets contractual obligations,
often linked to KPIs. Related terms: KPI, benchmark. Example: On-time completion rate is a performance
indicator. Challenge: Selecting indicators that are meaningful and not easily manipulated.

Performance Review — a periodic assessment of contractor performance against contract requirements and
KPIs. Related terms: Performance monitoring, audit. Example: Quarterly reviews identify areas for
improvement in health-and-safety compliance. Challenge: Conducting objective reviews while maintaining a
collaborative relationship.

Pre-Qualification Questionnaire (PQQ) — a document used by procuring authorities to assess a supplier’s
capability before inviting them to tender. Related terms: EOI, capability assessment. Example: A PQQ asks
for evidence of ISO 9001 certification. Challenge: Avoiding unnecessary barriers that limit competition.

Procurement Strategy — the overall plan that defines how goods, services and works will be sourced,
including market analysis, risk allocation and contract type. Related terms: Sourcing plan, acquisition
method. Example: A mixed strategy may combine open tendering for high-value works with negotiated
procurement for specialist services. Challenge: Aligning the strategy with statutory timeframes and budget
constraints.

Public Contracts Regulations 2015 (PCR 2015) — the UK legislation implementing EU procurement directives,
governing how public bodies award contracts. Related terms: EU procurement, transparency. Example: PCR
2015 sets thresholds for when competitive procedures must be used. Challenge: Interpreting the regulations
post-Brexit and ensuring compliance with the retained EU law.
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Public-Private Partnership (PPP) — a collaborative arrangement where the public sector contracts private
entities to deliver infrastructure or services, sharing risks and rewards. Related terms: PF2, PFl, concession.
Example: A PPP for a new hospital includes design, construction and facilities management. Challenge:
Structuring long-term contracts that balance public interest with private profitability.

Quality Assurance (QA) — systematic activities implemented to ensure that construction outputs meet
defined standards. Related terms: Quality control, ISO 9001. Example: QA procedures require third-party
testing of concrete compressive strength. Challenge: Integrating QA requirements into contract clauses
without causing excessive bureaucracy.

Qualified Contractor — a contractor that meets the pre-qualification criteria set out in tender documents,
demonstrating competence, financial stability and relevant experience. Related terms: Pre-qualified supplier,
shortlist. Example: Only contractors with at least three similar projects in the last five years are deemed
qualified. Challenge: Maintaining an up-to-date qualified list to avoid delays.

Quantitative Risk Analysis (QRA) — a statistical technique used to estimate the probability and impact of risks
on project cost and schedule. Related terms: Monte Carlo simulation, risk register. Example: A QRA predicts
a 20% probability of cost overruns due to material price spikes. Challenge: Obtaining reliable data inputs
and communicating results to non-technical stakeholders.

Reference Price — a benchmark price used in procurement to assess the reasonableness of bids, often
derived from market data. Related terms: Price comparison, market price. Example: The reference price for
steel is set at £800 per tonne based on industry indices. Challenge: Updating reference prices regularly to
reflect market fluctuations.

Rebate — a return of part of the contract sum to the employer, often tied to performance incentives. Related
terms: Bonus, incentive payment. Example: A rebate is offered if the project is completed six weeks early.
Challenge: Defining measurable criteria for rebate eligibility and preventing disputes over calculation.

Retention — a percentage of each payment withheld by the employer to ensure satisfactory completion of
the works. Related terms: Hold-back, security. Example: A 5% retention is deducted from each interim
payment and released upon practical completion. Challenge: Managing cash flow for contractors and
ensuring timely release of retained sums.

Risk Allocation — the process of assigning identified risks to the party best able to manage them, typically
reflected in contract clauses. Related terms: Risk register, indemnity. Example: Weather-related delays may
be allocated to the contractor under a force-majeure clause. Challenge: Achieving a fair distribution that
does not overburden either party.

Scope of Work (SOW) — a detailed description of the tasks, deliverables and responsibilities required under
the contract. Related terms: Specification, work breakdown structure. Example: The SOW outlines the
installation of HVAC systems, including testing and commissioning. Challenge: Drafting a clear SOW to
avoid ambiguities that lead to change orders.

Security of Payment Act 1975 (UK) — legislation that provides contractors with a right to receive timely
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payments and mechanisms for adjudication. Related terms: Payment claim, adjudication. Example: A
contractor serves a payment claim under the Act to recover overdue sums. Challenge: Navigating
procedural requirements to avoid invalidation of the claim.

Service Level Agreement (SLA) — a contract that defines the level of service expected from a supplier,
including performance metrics and penalties. Related terms: KPI, performance standards. Example: An SLA
for facilities management specifies a 98% uptime for building services. Challenge: Monitoring compliance
and enforcing penalties without damaging the partnership.

Small and Medium-Sized Enterprises (SMEs) — businesses with fewer than 250 employees, often given
special consideration in public procurement to promote competition. Related terms: Micro-enterprise,
supplier diversity. Example: A procurement policy may set a target that 30% of contract value goes to SMEs.
Challenge: Balancing SME participation with the need for capacity and expertise.

Specialist Contractor — a contractor that provides a narrow range of services requiring specific expertise,
such as demolition or fire-protection works. Related terms: Niche supplier, subcontractor. Example: A
specialist contractor is engaged to install a complex fire-detection system. Challenge: Ensuring coordination
with the main contractor and managing higher cost rates.

Strategic Procurement — a proactive approach that aligns procurement decisions with long-term
organisational objectives, focusing on value, risk and sustainability. Related terms: Category management,
spend analysis. Example: A strategic procurement plan identifies opportunities to bundle multiple projects
for economies of scale. Challenge: Integrating strategic goals with operational constraints and legal
requirements.

Supply Chain Risk — the potential for disruptions in the flow of materials, equipment or services that could
affect project delivery. Related terms: Logistics, resilience. Example: A shortage of timber due to forestry
restrictions poses a supply-chain risk. Challenge: Developing contingency plans and diversifying sources.

Tender — a formal invitation to suppliers to submit bids for a construction contract, usually accompanied by
detailed specifications. Related terms: Invitation to tender (ITT), call for tenders. Example: A tender is issued
for the construction of a new bridge, with a submission deadline of 30 days. Challenge: Ensuring the tender
documents are clear, complete and non-restrictive to competition.

Tender Evaluation Panel — a group of individuals appointed by the procuring entity to assess bids against
the defined criteria. Related terms: Evaluation committee, scoring panel. Example: The panel includes a
senior engineer, a finance officer and a procurement specialist. Challenge: Maintaining independence and
avoiding conflicts of interest among panel members.

Tender Submission — the package of documents, including price and technical information, that a bidder
provides in response to a tender invitation. Related terms: Bid package, offer. Example: The submission must
be sealed and delivered by the deadline to be considered valid. Challenge: Coordinating multiple disciplines
to produce a cohesive and compliant submission.

Termination Clause — a contractual provision that permits either party to end the agreement under specified
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conditions. Related terms: Breach, convenience, force majeure. Example: The contract includes a termination
for convenience clause allowing the employer to end the contract with 30 days’ notice. Challenge:
Determining compensation payable upon termination and avoiding disputes over the validity of the
termination.

Third-Party Liability — the responsibility of a contractor for injury or damage caused to persons or property
not directly involved in the contract. Related terms: Insurance, indemnity. Example: A contractor must
maintain public liability insurance covering third-party claims arising from site activities. Challenge: Ensuring
insurance limits are sufficient and that the contract does not impose unlimited liability.

Time-and-Materials (T&M) Contract — a procurement contract where the contractor is paid for actual costs
incurred plus a fee, with a defined maximum limit. Related terms: Cost-plus, reimbursable. Example: A T&M
contract is used for a renovation where the scope cannot be fully defined upfront. Challenge: Controlling
cost overruns and establishing robust measurement and verification procedures.

Trade Agreement — an international agreement that may affect procurement, such as the UK-EU Trade and
Cooperation Agreement, influencing market access and non-discrimination. Related terms: WTO, free trade.
Example: Post-Brexit trade agreements determine whether EU contractors can participate in UK public
procurement. Challenge: Interpreting treaty provisions in the context of domestic procurement law.

Transparency — a core principle of procurement law requiring that processes are open, fair and documented
to allow scrutiny. Related terms: Openness, accountability. Example: Publishing award notices on the official
portal promotes transparency. Challenge: Balancing transparency with commercial confidentiality and
protecting sensitive commercial information.

Undertaking — a formal promise made by a party, often as part of a tender, to comply with specific
obligations. Related terms: Declaration, guarantee. Example: A bidder signs an undertaking not to collude
with competitors. Challenge: Enforcing undertakings and dealing with breaches.

Value Engineering (VE) — a systematic method to improve the value of a project by analysing functions and
reducing costs while maintaining performance. Related terms: Cost optimisation, functional analysis.
Example: VE workshops identify cheaper material alternatives without compromising structural integrity.
Challenge: Aligning VE recommendations with contractual obligations and avoiding scope creep.

Verification — the process of confirming that work performed meets the contractual specifications and
standards. Related terms: Inspection, acceptance testing. Example: The engineer conducts verification of
fire-stopping installations before issuing a completion certificate. Challenge: Providing clear verification
criteria to prevent disputes over compliance.

Variation — an alteration to the scope, price or time of a construction contract, usually initiated by the
employer. Related terms: Change order, amendment. Example: A variation adds extra floor space, resulting
in an adjusted contract sum. Challenge: Managing the cumulative effect of multiple variations on project
budgeting and schedule.

Warranty — a contractual promise that the contractor will rectify defects that arise within a defined period
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after completion. Related terms: Defect liability period, guarantee. Example: A 12-month warranty obliges
the contractor to repair any latent defects in the roofing system. Challenge: Defining the scope of warranty
work and ensuring timely defect remediation.

Weighting Factor — a numerical value assigned to each evaluation criterion to reflect its relative importance
in the tender assessment. Related terms: Scoring, evaluation matrix. Example: Technical capability may be
weighted at 60% while price is weighted at 40%. Challenge: Justifying weighting decisions to avoid claims of
bias.

Works Contract — a contract specifically for the construction, repair or alteration of physical structures.
Related terms: Building contract, civil engineering contract. Example: The JCT Standard Building Contract is a
commonly used works contract in the UK. Challenge: Selecting the appropriate form of contract to match
project complexity and risk profile.
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