


 
Minutes of the Meeting held on Price Variations in Capital Projects 
held at the General Manager’s Office on 14th December 2009 
 
------------------------------------------------------------------------------------------------------- 
 
 

Participants: General Manager 
  Addl. GM (Western / S&E) 
  DGM (PC / P&D / F) 
  AGM (Doc / N&C/ F / T&C) 
 
 

1. Objective 
 

The objective of the meeting was to identify the appropriate authority to vary the price 
contingency during implementation and agreeing upon a workable procedure. 
 
2. Definitions 
 
For the easy understanding following definitions have been agreed by the participants. 
 
 

[a] TCE – Total Cost Estimate 
 
TCE means the total anticipated cost for the project including [Ref. Chapter 4.3 
of Procurement Guidelines, 2006 & Procurement Manual] 
 

• Direct Construction cost 
• Provisions for procurement preparedness activities 
• Provision for physical contingencies 
• Reasonable amount for price contingency 
• Applicable VAT and duties 
 
TCE may include more than one contract package. 
 

[b]  Contract Budget  (Engineer’s Estimate) 
 
Means the estimated cost for one contract package of a project which includes 
 

• Direct Construction cost 
• Provision for physical contingencies 
• Reasonable amount for price contingency 
• Applicable VAT and duties 
 

3. Adjustments For Changes In Cost (Price Variations) 
  
DGM (P&D) indicated that action has already been taken to amend the SBD for 
future tenders providing a Provisional Sum in General Bill for adjustments for 
changes in cost. 
 
Addl. GM (S/E) indicated that even though a provision has been allowed in the 
contract for price variations, it is necessary to vary this amount due to various reasons 
beyond the control of either parties. 
 



 
 
Approving Authority for Adjustments for Changes In Cost (Price Variation Claims) 
IF such adjustments are allowed in the contract 
 
 

i. Contract Price < Engineer’s Estimate 
 

A. Net Variations can be paid within the Contract Price 
 
 Engineer’s Representative may approve the adjustments for changes in 
 cost (Price Variation) 
 
B. Net Variations exceeds the provisions in the contract + accumulated 

savings but can be paid within the Engineer’s Estimate. 
 
 Engineer’s formal approval to utilize balance allocation shall be 
 obtained before approving the adjustments for changes in cost      
 (Price Variation) by Engineer’s Representative. 
 

ii. Contract Price >  Engineer’s Estimate or net variations exceeds the 
provisions in the Engineer’s Estimate + Accumulated Savings 

 
A. Net variations can be paid within the TCE 
 
 Formal approval shall be obtained from the relevant approving 
 authority (up to 5 million – DGM, more than 5 million – GM) to 
 rearrange within the TCE considering unutilized provisions of VAT   
 etc. before approving the variations by Engineer’s representative. 
 
 
B. Net Variations cannot be paid within the TCE.   
 
 TCE shall be updated, taking into consideration inflation and other 
 factors and shall be sanctioned by the respective authority before 
 approving any variation. 

 
Note:  For definition of “Contract Price” – please refer General Conditions of FIDIC & 
 ICTAD. 

 
4. Other Variations to Contracts – 
 

 Please refer supplement – 14 to the procurement manual issued on 
 03/10/2007 on this Connection (copy attached) 

 
   
 

However Project Management must ensure that all professional and 
human efforts are taken to minimize these situations. 

 








	1.jpg
	2.pdf
	3.jpg
	4.jpg
	5.jpg

