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expected that the Parties will collaborate over a quotation so that the 
Contractor’s assessment can be accepted. 

o If the Client does not respond to a quotation in two weeks, the quotation is 
‘treated as accepted’. There is no need for a prompt from the Contractor as is 
the case in the ECC. 

 
7 Title 

• ECSC does not include provisions for transferring title to Plant and Materials to the 
Client. 

 
8 Liabilities and insurance 

• The approach to allocating liabilities and the requirements for insurance in the ECSC 
are broadly the same as in the ECC. 

• The ECSC allows the client to  
o state in the Contract Data that the ‘Contractor’s obligation for design is to use 

the skill and care normally used by professionals designing works similar to 
the works’  

o require professional indemnity insurance and 
o set an overall limit on liability. 

• There are no provisions for submitting certificates of insurance or for dealing with 
failure to provide insurance. 

 
9 Termination and resolving disputes 

• There is no termination certificate; either Party notifies the other of terminating the 
Contractor’s obligation to Provide the Works and states the reason. 

• Dispute resolution is by adjudication using a simplified version of Option W1 from 
ECC.  

• An additional clause is provided for adjudication in contracts subject to the UK 
Housing Grants, Construction and Regeneration Act (1996), affecting payment and 
provisions. 

 
 
 
 
 
 
Acknowledgements: 
NEC Contract Board 
Richard Patterson, BA MBA CEng MICE NEC and Procurement Specialist, Mott MacDonald   
Neil Parry, AGS. 
 

  
  

    

 
 

Page 3 of 3 
 

expected that the Parties will collaborate over a quotation so that the 
Contractor’s assessment can be accepted. 

o If the Client does not respond to a quotation in two weeks, the quotation is 
‘treated as accepted’. There is no need for a prompt from the Contractor as is 
the case in the ECC. 

 
7 Title 

• ECSC does not include provisions for transferring title to Plant and Materials to the 
Client. 

 
8 Liabilities and insurance 

• The approach to allocating liabilities and the requirements for insurance in the ECSC 
are broadly the same as in the ECC. 

• The ECSC allows the client to  
o state in the Contract Data that the ‘Contractor’s obligation for design is to use 

the skill and care normally used by professionals designing works similar to 
the works’  

o require professional indemnity insurance and 
o set an overall limit on liability. 

• There are no provisions for submitting certificates of insurance or for dealing with 
failure to provide insurance. 

 
9 Termination and resolving disputes 

• There is no termination certificate; either Party notifies the other of terminating the 
Contractor’s obligation to Provide the Works and states the reason. 

• Dispute resolution is by adjudication using a simplified version of Option W1 from 
ECC.  

• An additional clause is provided for adjudication in contracts subject to the UK 
Housing Grants, Construction and Regeneration Act (1996), affecting payment and 
provisions. 

 
 
 
 
 
 
Acknowledgements: 
NEC Contract Board 
Richard Patterson, BA MBA CEng MICE NEC and Procurement Specialist, Mott MacDonald   
Neil Parry, AGS. 
 

Page 1 of 2

May 2025

How NEC Contracts Support the Construction Playbook

Article 4
Key policy: risk allocation / payment mechanism and pricing

“Ensuring that risks are owned or jointly owned by the party or parties best able to 
manage and bear them, and understanding how they intend to handle them, is key to 
delivering value for money and successful outcomes.”

The correct allocation of risk is key to the success of any project or programme and a 
sensible view needs to be taken on who is best placed to carry risk, recognising that simply 
transferring a risk to the supply chain does not remove the risk or the likelihood of its 
occurrence.

NEC4 contracts are inherently flexible in how risk is allocated between the parties, and they 
provide the freedom to alter risk allocation to suit the nature of the project and capabilities 
of the parties.

NEC4 offers a choice of contracts including the NEC4 Alliance Contract in which the 
majority of risk and reward can be shared across the members of the alliance creating a 
truly collaborative contracting arrangement.

NEC4 main contracts offer a choice of main and secondary Options which can be used to 
tailor risk allocation to suit the parties. As an example, the relative risk and reward potential 
of the main Options in the NEC4 Engineering and Construction Contract (ECC) are 
outlined in the diagram below.
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2 The Contractor’s main responsibilities 

• The ECSC recognises that the Contractor may carry out design but does not include 
any procedure for its submission. If required, this should be included in the Scope. 

• There is no explicit control over subcontracting by the Client and no requirement for 
the Contractor to seek acceptance of a Subcontractor from the Client. 

• The ECSC does not have any restrictions on disclosure or publicity. If required, this 
could be included in the Scope. 

 
3 Time 

• The ECSC does not include provisions for Key Dates or sectional Completion.  
• The requirements for a programme and the amount of detail it is to include should be 

stated in the Scope (clause 31.1). There is no provision for accepting programmes. 
• There is no direct reference to a programme in the assessment of delays to the 

Completion Date caused by a compensation event. 
• For simpler contracts a programme may not be needed, as the Contractor is required 

to provide a forecast of the date of Completion weekly (clause 30.2). 
• There is no provision for take-over or acceleration in the ECSC. 

 
4 Defects 

• The ECSC does not include a requirement for a quality management system.  
• As there is no Supervisor, Defects are notified by the Client. 
• Provisions for testing or inspections, if required, should be included in the Scope. 

 
5 Payment 

• The Contractor assesses the amount due (rather than the Project Manager under the 
ECC). The Client corrects the amount due if it has been incorrectly assessed. 

• Retention and delay damages are part of the contract and not options. If not wanted, 
the Contract Data entries are set to ‘nil’. 

• The ECSC has no provision for a final assessment; the last assessment made under 
clause 50.1 becomes the final assessment. 

• An additional clause provides payment provisions in contracts subject to the UK 
Housing Grants, Construction and Regeneration Act (1996. 

 
6 Compensation events 

• The ECSC has a shorter list of compensation events, and the process is simpler than 
that in ECC. 

o If the Contractor notifies a compensation event it is required to include its 
quotation with the notification. There is no separate stage of accepting the 
event as a compensation event before instructing a quotation.  

o The Contractor can include assumptions in its quotation, which if corrected 
prompts another compensation event. (In the ECC assumptions can only be 
stated by the Project Manager). 

o There is no revised quotation. The Client has to accept the quotation, 
including the Contractor’s assumptions, or make its own assessment. It is 
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This highlights how pricing risk and cost risk can be allocated in various degrees to the 
supplier, the client or shared under a target cost arrangement.

Secondary Options can be used to allocate risk between the parties as well as cap risk to the 
supplier. Options allow for allocation of risks such as inflation, changes in law, completion, 
design, performance and climate change related matters to be addressed. Secondary Option 
X18 allows the client to limit the supplier’s liability for certain types of risk and to place an 
overall cap on the supplier’s liability.

The drafting of NEC contracts provides a balanced and fair allocation of risk between the 
parties with clear identification of events for which the supplier will carry the risk of and for 
those which they will be compensated by the client if they occur. 

NEC4 contracts also have in-built risk identification and mitigation processes in the form of 
early warnings, a regularly updated programme and the compensation event mechanism.
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