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Abstract

For any international construction project, Contract is one of the major documents for construction industry.
FIDIC General Conditions are the most common used all over the world. Payments term is very important clause
and all the project team members need to be aware completely about it. Thus, this paper is considering illustrated
payments clauses by flow chart technique to ensure that all the engineers are handling easily those terms.

Without real understanding of those clauses usually the project will get cash flow tribbles.
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1. Introduction

Engineering projects. The last major update of this suite stems from 1999. Corbett (2002) referred to the standard
forms which were published in 1999 as ‘FIDIC’s rainbow’ because FIDIC refers to them under different colors.

The most used one is Red Book 1999: Conditions of Contract for Construction, 1* end (FIDIC, 1999a Red Book,
FIDIC, Geneva, Switzerland).

So, we are going to consider the 1999 Red Book for this research to standardizing and simplifying our point of
view.

2. Research Objective

Payment term is one of the major clauses in FIDIC General Condition or we may say, it is one of the most
important clauses in any contract conditions.

Sometimes we decided not to submit our bid due to unfair payment clause.
Cash flow is depending on the payments term and without smooth cash flow the project will never succeed.
So, we are going to study clause 14 / Payments and try to clarify it by flow chart technique

To ensure the right understanding for all project engineers.
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3. FIDIC General Conditions / Payments Flow Chart

Clause 14: Contract Price and Payment:

»  Typical sequence of Payment Events envisaged in Clause 14:

14 6 Engineer 14.7 Employer makes
14.3 Contractor issues Interim the payment to the
submits Statement Payment Certificate  Contractor
to the Engineer

< 56 days

Each of the
monthly (or
otherwise)
interim
payments

< 28 days

Engineer verifies
statement, Contractor < 28 days <56 days
submits information

The final
payment

i) ) U

14.11 Contractor 14.11 Contractor 14.13 Engineer issues 14.7 Employer
submits submits Final Payment makes payment
draft final statement Final Statementand  Certificate

to the Engineer the 14.12 discharge

Figure 1. Typical sequence of payment events envisaged in clause 14, FIDIC (1999)

3.1-Flow Chart of: Sub-Clause 14.7 “Payment”:

[ Letter of Acceptance ] OR [ Receipt of Performance Security ] The contractor shall submit the
final payment certificate

42 days 21 days
56 days

Y A 4

[Whichever is later ]
Employer shall pay to the

l contractor the final payment
certificate

Employer shall pay to the
contractor the first installment
of the advance payment

Figure 2. Flow chart of: sub- clause 14.7 “payment”
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3.2 Flow Chart of: Sub-Clause 14.9 “Payment of Retention Money” & Sub-Clause 14.10 “Statement at
Completion”:

When the Taking-Over Certificate has
been issued for the Works

Issued for the If a Taking-Over Certificate is
whole works issued for a Section or part of
the Works
y
The Engineer shall A Proportion of the /2 /5 (or 40%) of the \
certify the first half of Retention Money i
the Retention Money shall be certified and FERREEs
paid. This proportion Proportion= estimated
hall be two-fifth
84 days after\ (54 Oa%) € two-iiths cont.ract value of the
receiving the Section or part
Taking-Over divided by estimated
Certificate  for final contract price
the Works 4 K /

The  Contractor  shall
submit to the Engineer six
copies of a Statement at
completion with supporting

\documenls
Engineer shall
certify the
payments

Figure 3. Flow chart of: sub- clause 14.9 “payment of retention money” & sub-clause 14.10 “statement at
completion”
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3.3-Flow Chart of: Sub-Clause 14.11 “Application for Final Payment Certificate” & Sub-Clause 14.12
“Discharge”:

[ Performance security received ] /Note: if the contractor has nh

applied for a final Payment
Certificate in accordance with
this Sub-Clauses, the engineer
The Contractor shall submit, to the engineer, six copies shall request the contractor to
of a draft final statement with supporting documents do so. If the contractor fails to
submit an application within a

I period of 28 days, the
The Contractor with the engineer shall agree with the engineer shall issue the final
final statement payment certificate for such
amount as he fairly

[ Disputed ] Kdetermines to be due /

Contractor shall submit the final statement along Engineer shall deliver to the employer

with a written discharge which confirms that the total with a copy to the contractor an interim
of the Final statement represents full and final payment certificate for the agrees parts
settlement of all the moneys due to the contractor of the draft final statement, and a

under or in connection with the contract dispute should be referred to D.A.B

)

Engineer shall issue, to the Employer, the Final
Payment Certificate

Figure 4. Flow chart of: sub- clause 14.11 “application for final payment certificate” & sub-clause 14.12
“discharge”

3.4-Flow Chart of: Sub-Clause 14.13 “Issue of Final Payment Certificate”:

The Contractor shall submit the Final
] Statement and written discharge

If the Contractor has
not applied for a Final |« 28 days
Payment Certificate J v

The Engineer shall issue,
to the Employer, the Final
Payment Certificate

v

The Engineer shall
request the
Contractor to do so

28 days ( If the Contractor fails to
;L submit an application

y

[ The Contractor shall ]

submit an application v

The Engineer shall issue
the Final Payment
Certificate

Figure 5. Flow Chart of: sub- clause 14.13 “issue of final payment certificate”
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4. Conclusion

We believe that after illustrating the sub- clauses of clause 14 by flow charts, most of the project team will be
capable to use it and understand their rights clearly.
To the same degree of importance, the client and client represented staff plus the consultant or project engineer

I

need to carefully care about the clause wording “payment within 42 days “,

“within 21" & “Within 84 days” extra means before the end of this period, money is the most important
resource for the contractor and his cash flow will be destroyed for any payment delay without good reasons. The
contractor is not investing in the project he made his plan based on the client payment on time, and this note is
not for the benefit of contractor, but it is really for the project success as once he suffers payments delay he will
transfer it to the suppliers then subcontractors and finally his staff which will lead to project delay and a lot of
claims issues.

5. References

FIDIC Conditions of Contract for Construction for Building and Engineering Works Designed by the Employer,
(1" Ed.), 1999

Gwyn Owen. (2004). FIDIC Contracts for Construction Works and Dispute Resolution Mechanisms in Project
Administration, 2004(June), 1-170.

Obiero, J. P. O, & Onyando, J. O. (2013). Chapter 5, 16(3). Retrieved from
https://doi.org/10.1016/B978-0-444-59559-1.00005-0

Copyrights
Copyright for this article is retained by the author(s), with first publication rights granted to the journal.

This is an open-access article distributed under the terms and conditions of the Creative Commons Attribution
license (http://creativecommons.org/licenses/by/4.0/).

57



