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1. I ntroduction

1.1 A NEC PSC Briefing (Briefing) aims to provide arntrmductory course on the
adoption of NEC3 PSC was held on Tuesday 4th Judyat 2:00pm — 4:00pm at
Room 4312, Revenue Tower, Wanchai, Hong Kong.

1.2 A total of 26 participants from 14 consultants hateended the Briefing on that

day.

1.3  The Briefing, which was conducted in English, caeethe following topics:

a)
b)
C)
d)

e)

What is PSC;

Project overview;

GCE vs PSC;

Benefits of adoption PSC; and

Questions and Answers (Q&A) session

1.4  All participants have been requested to completeratline feedback survey after

the Briefing.
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Drainage Services Department CONSULTANCY

Drainage Improvement Works in Happy Valley

Briefing on
The Adoption of NEC3 PSC

4 July 2013
3 EC HARRIS
Agenda
= Project Overview
= Whatis PSC
= GCEvVPSC
= Key Benefits of Adopting PSC
= Q&A
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Project Overview

3 EC HARRIS
EH5E BUILT ASSET
Drsinage Services Department CONSULTANCY

Project Background

= |nadequacy of the existing drainage network

= Additional drainage works to enhance the overall hydraulic

performance upon implementation of HYUSSS
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Project Scope

= |nvestigation, design and constructionconsultancy:
= 9 locations of stormwater drainage improvement works
= 2 locations of sewerage rehabilitation and repair works

= Estimated construction cost about HK$80M

2 EC HARF!IS
b ik A
- Location of Works
T = 4 = . Causeway Bayl \ ) . ’ } e ;

N

' Broadwood Road, linking
* Ventris Road / WNC Road

Broadwood Road / Ventns Road

1 Ll R
Happy Valley 2

Near Parsee Cemetery
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Drainage Services Department

Challenges

Geotechnical constraint
Interface with private premise

Project Overview

: EC HARRIS
REHHE BUILT ASSET
Drainage Services Department CONSULTANCY
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Difficulties and Challenges

= Complications in nature of underground utilities, traffic impact,
geotechnical constraints and interface with stakeholders, etc.

= Tight Programme
=  Completion before raining season of 2018
(to tie in with HVUSSS completion)

Innovative design is needed.

—— g
Proiect Overviey
I aC;'C;\,.T. overview

y EC HARRIS
EfE BUILT ASSET
CONSULTANCY

Drainage Services Department

Services to be provided by Consultant

Investigation Design Construction
Stage Stage Stage

Overall hydraulic Detailed design of: Design support
review - Conforming design and development

- Accepted Innovative design (DSD will deploy
Develop innovative in-house resources
scheme for site supervision)

i T Loy e
= 1ect ( vaerviaw
Froject verview

[
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Tentative Programme

» Invite Expression of Interest (EOI): September 2013

« |Invite technical and fee proposals: November 2013

+ Commencement of consultancy: December2013

+ |Investigation stage 2014/2015

» Design stage 2015/2016

+ Construction stage 2016/2018

B E BUILT ASSET
Drainage Services Department CONSULTANCY

What is PSC
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Overview of PSC

+ NEC Suite of Documents

« Partnering contract driving collaborative behaviour

« Provides flexibility whilst maintaining a modular
structure

+ Fairerrisk allocation

+ Better programme control

) ## 2 BUILT ASSET
& Diainage Services Department CONSUITANCY
PSC Structure
[Profe‘ssional Services Contract J
!
[ Core Clauses | } Mandatory
]
\/
; ' : : : - Must Choose 1
Option (A) | (Option (C)|[Option (E) | (Option (G)| } Mom Onton
[Dispute Resolution (W1 )} [Dispute Resolution '(W.'Z)} } glics);fgf;:gﬁgnw
‘g‘ provision)
Secondary | | Secondary || Secendary || Secondary || Secondary
Options ( Options ( Opticns ( Opticns Options g” ?econdafy
(x1) (X2) (X...) (Y(UK1) @) O&:gzz Ia:re
v
Contract Data Part 1 and 2 } Hustcamplole C]
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Option G (Term Contract)

= Consultantprices a task schedule prepared by the Employer
= Task Orders issued for individual items of work

= Prices on the fask schedule are based on lump sum or time
charge

= Consultant carries out each Task only when instructed

= Any item not on task schedule are notified as compensation

events
18
; EC HARRIS
Ei5H BUILT ASSET
Drainage Services Department CONSULTANCY

Option G (Term Contract) - Features
Flexibility —
= Atthe Employer's discretion, he may
= divide the services into different packagesin a ‘Task Schedule’
= prescribed services on the ‘Task Schedule’ subject to incorporation

= Task Orders allow services to be provided at any time within service
period

Equitable risk sharing— Lump sum prices and Time Charges
Cost certainty — Task Orders may be on lump sum basis

Budgeting — items for potential services to seek competitive prices
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Secondary Options Selected

= Option X1 - Price adjustment for inflation
= QOption X10 - Employer's Agent
= Option X11 - Termination by the Employer

= QOption Z - Additional conditions of contract

) ##% ECHARRIS
£ Drainage Services Department BUILT ASSET
CONSULTANCY

Option G (Term Contract)

=  Consultantprices a task schedule prepared by the Employer
= Task Orders issued for individual items of work

= Prices on the task schedule are based on lump sum or time
charge

= Consultant carries out each Task only when instructed

= Any item not on task schedule are notified as compensation
events

Page 10



DSD DRAINAGE IMPROVEMENT WORKSIN HAPPY vaLLEY EC HARRIS

REPORT ON BRIEFING ON THE ADOPTION OF NEC3 PSC BUILT ASSET
CONSULTANCY
EHE BOLLT ASSET
Drainage Services Department CONSULTANCY

Option G (Term Contract) - Features
Flexibility —
= Atthe Employer's discretion, he may
= divide the services into different packages in a ‘Task Schedule’
= prescribed services on the ‘Task Schedule’ subject to incorporation

= Task Orders allow services to be provided at any time within service
period

Equitable risk sharing— Lump sum prices and Time Charges
Cost certainty — Task Orders may be on lump sum basis

Budgeting - items for potential services to seek competitive prices

5 EC HARRIS
" wI5H BUILT ASSET
£F  Drinage Services Department CONSULTANCY

PSC Contract Documents (1)

1. Contract Data
= Part one
- prepared by the Employer

- represent the Employer’s contract strategy, e.g. main and
secondary options selected, payment

= Part two
- completed by the Consultant
- include name of the Consultant, key people, Price, etc.
= Details specifics
2. Prices

= Task schedule

20
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PSC Contract Documents (2)
3. Scope

= Specifies and describes the services and states constraints
4. Task Schedule (Option G)

= Prepared by the Employer

= Describes individual items which the Employer is likely to
require the Consultantto carry out

= May include Lump Sum or Time Charge items

3 EC HARRIS
" EiE BUILT ASSET
B e i et CONSULTANCY

GCE v PSC

22
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Philosophy, Structure and Format

HKG-GCE NEC-PSC

Traditional Format + Legal and Simple English +

Construction Terms No Legal and Construction Terms

Detailed clauses Short clauses

Limited pricing options Modular form with choice of pricing
options

Higher risk share by the Consultant | Various risk sharing options
available

Supplemented by Special Supplemented via Z Clauses

Conditions

<) #4 ¥ BUILT ASSET

2 Duainage Services Department CONSULTANCY

Management Style and Practice

HKG-GCE NEC-PSC

Parties considering their own Collaborative management
interest working towards common goal
The Employer + Director’s The Employer

Representative

No requirements on Encourage effective
communication, period for reply communication, period for reply
and reasons for non-acceptance and reasons for non-acceptance
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Key Benefits of Adopting PSC

28

’ EC HARRIS
" R BUILT ASSET
2 Drsinage Services Department CONSULTANCY

Key Benefits of Adopting PSC

« Partnering
« Risk sharing and management

« Compensation Event

Page 14



DSD DRAINAGE IMPROVEMENT WORKSIN HAPPY VALLEY

EC HARRIS

BUILT ASSET
REPORT ON BRIEFING ON THE ADOPTION OF NEC3 PSC
CONSULTANCY
R ¥ BUILT ASSET

rainage Services Department
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Additional Services/Delays

NEC-PSC

Separate sections/provisions on

= Changes to the Brief
= Payment for additional Services
= Payment for delays

One section covers all matters
“Compensation Events (CE)”

All time, cost and disruptive effects
are compensated

Consultants to submit records and
ascertained by the Director’s
Representative

All changes are priced on Time
Charge

VP

rainage Services Department

EC HARRIS
BUILT ASSET

CONSULTANCY

Key Benefits of Adopting PSC
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Key Benefits of Adopting PSC

« Partnering
« Risk sharing and management

« Compensation Event

. EC HARRIS
EI5E BUILT ASSET
Divainage Services Department CONSULTANCY

Partnering

= Collaborative working environment
= Partiesact in a spirit of ‘mutual trust and cooperation’
= Maintain mutual respect between the Parties

= Promote innovative ideas

30
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Risk Sharing and Management

= Equitable risk allocation (e.g. Time Charge)
= Early warning

= Risk reduction meeting

= Risk register

d

5 EC HARRIS
EHE BUILT ASSET
Disinage Serviees Diepariment CONSULTANCY

Compensation Event

= More equitable risk allocation

= Solid and more grounds for the Consultant’s entitlement to Price
adjustment (15 CE’s under PSC vs 6 under GCE). e.g.

- Employer fails to provide something
- Employer instructs to stop or not to start any work

- Employer does not reply to a communication within the period
of reply
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Q&A
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3. Responseto Comments Made at the Briefing
3.1 Five queries were raised by the participants dutiegQ&A session of the Briefing.
3.2  The queries raised by the participants, togeth#r thie responses are as follows:
Query Response
Under NEC PSC, the Parties ar@uick decision making from the Parties| is
required to respond to anyequired under NEC PSC. Accordingly, it

communication within a specifi
period of time. Does DSD consid

cis anticipated that more resources are
erequired, both from the Employer and the

such requirement difficult to abideConsultant, to provide response within the

with? stipulated period of time. DSD |s
prepared to devote more resources| in
complying with such requirement.

Under NEC PSC, the Consultant|iginder NEC PSC, the Consultant is only

required to provide the subcontract/teequired to provide the proposed

Act
ng

heonditions of contract for each subcontr
to the Employer for acceptance. Prici
onformation is not required to Db
asubmitted for the Employer’s acceptan

the Employer for acceptance. T
Consultant may find it difficult tg
comply with due to the existence

some sensitive information such ce.

pricing information under theFurthermore, the Employer may agree that

subcontract. the Consultant is not required to submit
any subcontract conditions to the
Employer for acceptance.

In comparing with the conventionalf the 10% notional value allowed |s

—

government consultancy, there 4
more circumstances in which tl
Consultant can request for additior
fee under NEC PSC. The 10
notional value as allowed under t
conventional government consultan
seems insufficient for this project.

areonsidered insufficient for this projec
n8ame as conventional governmg
n@lonsultancy, it is required to request
badditional funding via EACSB.

he

cy

ANt
for

Will the cost of preparing quotatior
for compensation events by t
Consultant be reimbursed by t
Employer?

1dJnder PSC Option G clause 62.7, it stg
néhat “The cost of preparing quotations f{
heompensation events is not included in
assessment of compensation events”.
Option G is adopted for this Project, t
cost of preparing quotations f
compensation events is accordingly

reimbursable and it is assumed that s
cost should be included in t
Consultant’s overhead.

Page 19



DSD DRAINAGE IMPROVEMENT WORKSIN HAPPY vaLLEY EC HARRIS

REPORT ON BRIEFING ON THE ADOPTION OF NEC3 PSC

BUILT ASSET
CONSULTANCY

Query

Response

As only one consultant will

more projects adopting PSC
launched by DSD in the future?

awarded for this Project, will there |

projects in the future.

beThis is the first DSD project adopting
D&EC3 PSC. Based on the experience
bgained on this Project, DSD will consider
adopting NEC3 PSC for other DSD
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4, Response to Concerns Raised in the Feedback Survey

4.1  After the Briefing, all participants have been resied to complete an on-line

feedback survey after the Briefing.

4.2 Regarding the use of the NEC3 PSC for this Projdat, concerns received,

together with the responses, are as follows:

a. General

Areaof Concern

Response

A need to change the mindset

consultants

both the Government and thadvocating the integration of

ofhe Government is keen n

partnering approach into contractual
relationship. Please note that the
Government has already adopted
NEC Engineering and Construction
Contract for the public works and the
result is considered satisfactory.

e The additional inputs from th

PSC

e Heavy administration overhea
for both the Government an
the consultant

 The Government is required
provide prompt decision makin

eQuick decision making from the

consultants for adopting NEQ3arties is required under NEC PSC.

Accordingly, it is anticipated that
more resources are required, both
j(i;om the Employer and the

onsultant, to provide response
within the stipulated period of timg
t®SD is prepared to devote madre
gesources in complying with such
requirement.

Funding approval by other parties

The Governmentll wiave the
funding approved before tendering.

The format of the Task Schedule

The format of tlasKT Schedule i
under development.

[72)
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b. Risk Management

Areaof Concern

Response

The  Government
recognize that the Consult
iIs not developing a “claim
mentality” when raising earl

shoul

dThe Government understands that
nintention of raising early warning is |
soblige each party to warn the other

the
0

of
yanything which could affect the outcome

ate

warning of the contract so as to promote co-
operation between the parties to mitig
any adverse effects.
c. Payment

Area of Concern

Response

How will the Governmen

Consultant

audit the hours spent by thé&overnment are professionals and in or

t As the consultants engaged by

the Consultant, it is not recommended t
excessive control and checking over
Consultant’'s record keeping system
required.

Instead, an endorsement from the se
management of the Consultant that
submitted time sheets are true and cor
is considered sufficient.

The definition of compensatio
events and the time fc
processing additional paymen

yrconsultancies, NEC3 PSC provides
tmore equitable risk allocation and t

for this Project.

Page 22
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der
to maintain a ‘mutual trust and
cooperation’ between the Government and

hat
the
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nhior
all
rect

nCompared with the current government

a

he
mechanism of compensation events stated

under NEC3 PSC gives the Consultant a
solid and more grounds to Price
adjustment.
Any ceiling for the fee to beSame as other conventional government
reimbursed consultancies, there will be a fee ceiling
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c. Payment (Cont'd)

Areaof Concern

Response

For NEC3 PSC Option G
there may be circumstanc
that the final Price receive
by the Consultant will bg
much lower than his tends
sum due to some Task Orde
may not be instructed

,under this Project in which NEC3 PS§
e®ption G is adopted, all the services to
dorovided by the Consultant will be issu
2in the form of a Task Order and t
2iIConsultant is not allowed to start any w
iscluded in the Task Order until he h
received the Task Order.

As the Project covers investigation, des
and construction stage, there will
situation that some tasks will no longer
required to be further developed at t{
subsequent stage after a thoroughly rev
at the investigation stage. In su
circumstances, due to the adoption
Option G, the Employer will simply ng
instruct the Consultant to continue the tg
at subsequent stages.

However, if other PSC Options is adopt
the Employer is required to issue

instruction to the Consultant for n
proceeding the task at subsequent stz
and such instruction will be regarded a
compensation event in accordance W
PSC clause 60.1(1) as the instruction
changes the Scope. Upon the issuanc
such instruction, the Consultant is requi
to submit a quotation for the omission
such tasks for the  Employer
consideration. This would inevitab
increase both the Employer and
Consultant’s administrative burden

additional time is required in relation to t

implementation of a compensation event.

On the other hand, Option G provid
flexibility for not requiring the Consultarn
to perform any task by simply not issui
any instruction to the Consultant. As

instruction is issued for any task no long
required to be performed by tt
Consultant, there is no need to go throt
the compensation event process.

C
be
ed
he
nrk
as

gn
be
be
he
iew
ch
of

—+

Ask

bd,
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S a
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e of
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S

y
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he
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t
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4.3

As the NEC3 PSC will replace the current Generaiditoons of Employment of

Engineering and Associated Consultants (GCE) fierRinoject, the Government’s

responses to the following areas of improvemengessigd by the participants at

the Briefing are as follows :

a. General

Areaof Concern

Response

the Scope

stakeholders to

a. More clarity and certainty inThe Government will

b. There is no time frame for th
provid

take these

concerns into consideration when
drafting the contract conditions for the
§Project.

comment on the deliverables
under the project which is
beyond the control of the
Consultant
c. The method of procurement
b. Payment
Areaof Concern Response

done by the Consultant causi
negative cashflow problem

The Schedule of Fees under t
GCE cannot tie in with the wor

Hehere will no longer be any Payme
kSchedule. For this Project in whig
n®ption G is adopted, the Consultant

nt
ch
is

paid in accordance with the followirng
formula:

“Time Charge for work which has
been completed on time based itegms
on the Task Schedule

+

A proportion of the lump sum prige
for each other item on the Task
Schedule which is the proportion pf
work completed on that item”

In other words, the payment |is
assessed in accordance with the work
completed by the Consultant and not
on a pre-determined payment
schedule.
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Compensation Event

Areaof Concern

Response

a.

Greater opportunities for addition
fees for elements of work whig
cannot be clearly defined at tenc
stage

More exact term for extension
time and monetary compensation

Greater recognition of prolongatic
claims

Resolution of compensation event
The project may be prolonged d

Consultant, however it is difficu
for the Consultant to agree with t

aCompared with the

hgovernment

echanism of

of"

fmore
adjustment.

grounds to
Furthermore, the

resolution of compensation eve

e Employer and the Consulta

theed to abide with.
he

compensatory terms

d. Dispute Resolution

Area of Concern

Response

The use of Dispute Resolution Adviso

[ The Dispuesdution Advisor
is not adopted under -curre
government consultancies a
the Government is not intendg
to use Dispute Resolutig

current
consultancies,
MEC3 PSC provides a mofe
equitable risk allocation and the
compensation
events stated under NEC3 PEC
gives the Consultant a solid and
Price

sis a stated time frame for

_ HBnder NEC3 PSC in which bot
to reasons outside the control of thg

re

nt
h
nt

Nt
nd
2d
n

Advisor for this Project.
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