ELSBA GLOSSARY

LONDON SCHOOL OF BUSINESS
AND ADMINISTRATION

Professional Certificate in Introduction to Construction Law

Construction Project Management and Law

Construction Project Management:

Construction project management is the overall planning, coordination, and control of a construction
project from inception to completion. It involves managing various aspects of the project, such as budget,
schedule, quality, safety, and communication, to ensure the successful delivery of the project within scope.
Construction project management aims to meet the project objectives while adhering to the constraints of
time, cost, and quality.

Construction Law:

Construction law refers to the body of law that governs the legal aspects of the construction industry,
including contracts, regulations, disputes, and liabilities. It covers a wide range of legal issues specific to
construction projects, such as contract negotiation, project delays, payment disputes, construction defects,
and regulatory compliance. Construction law helps ensure that construction projects are carried out in a
legally compliant manner and that all parties involved are protected by the law.

Acceleration:

Acceleration in construction refers to the process of speeding up the construction schedule to meet project
deadlines. It usually involves adding resources, increasing work hours, or revising the construction sequence
to complete the project faster than originally planned. Acceleration can be voluntary or ordered by the
client or project owner to mitigate delays and avoid liquidated damages.

Adjudication:

Adjudication is a dispute resolution process commonly used in construction contracts to resolve disputes
quickly and cost-effectively. An independent adjudicator reviews the dispute and makes a binding decision
within a specified timeframe. Adjudication is often used for interim disputes during the construction process
to prevent delays and maintain project progress.

Alternative Dispute Resolution (ADR):

Alternative dispute resolution (ADR) refers to methods of resolving disputes outside of traditional court
litigation. ADR methods include mediation, arbitration, adjudication, and negotiation. ADR is often used in
construction projects to resolve disputes efficiently, maintain relationships between parties, and avoid costly
and time-consuming court proceedings.

Arbitration:

Arbitration is a form of dispute resolution where parties submit their dispute to an impartial arbitrator or
panel for a binding decision. Arbitration is often used in construction contracts as an alternative to litigation
to resolve disputes in a private and confidential setting. The arbitrator's decision is final and legally binding
on all parties involved.

Assignment:
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Assignment in construction refers to the transfer of rights and obligations under a contract from one party
to another. An assignment allows a party to delegate its contractual duties or benefits to a third party,
known as the assignee. Assignments are common in construction contracts when parties need to transfer
their interests due to changes in the project or business circumstances.

Bid Bond:

A bid bond is a type of surety bond provided by a bidder in response to a construction project's invitation
to bid. The bid bond guarantees that the bidder will enter into a contract if awarded the project and will
provide the required performance and payment bonds. Bid bonds help project owners ensure that bidders
are financially capable of completing the project as bid.

Bid Documents:

Bid documents are the set of drawings, specifications, and other project information provided to bidders
during the bidding process for a construction project. Bid documents outline the project requirements,
scope of work, contract terms, and bidding procedures. Bidders use bid documents to prepare their bids
and submit competitive proposals to win the construction project.

Change Order:

A change order is a written document that modifies the scope, schedule, or cost of a construction project
after the contract is signed. Change orders are used to address changes requested by the owner,
unforeseen conditions, or design modifications during the construction process. Contractors must obtain
approval for change orders from the project owner before implementing any changes.

Claim:

A claim in construction refers to a demand or assertion made by one party against another for
compensation or relief due to a breach of contract, delay, defect, or other issues. Claims can be submitted
by contractors, subcontractors, or project owners to seek remedies for damages, extra costs, or schedule
impacts. Resolving claims is a common part of construction project management and often involves
negotiation or dispute resolution.

Collateral Warranty:

A collateral warranty is a secondary contract between a party involved in a construction project, such as a
contractor, subcontractor, or designer, and a third-party beneficiary, such as the project owner or funder.
Collateral warranties provide the third party with direct rights and remedies against the party providing the
warranty, independent of the main contract. Collateral warranties are often used to extend liability and
warranties to parties not directly involved in the main contract.

Completion Date:

The completion date is the date specified in a construction contract when the project is expected to be
substantially completed and ready for occupancy or beneficial use. The completion date is a critical
milestone in construction project management and is used to measure project progress, assess delays, and
determine the contractor's performance. Failure to meet the completion date may result in penalties,
liquidated damages, or termination of the contract.
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Compensation Event:

A compensation event in construction refers to an unforeseen event or circumstance that impacts the
project's cost, time, or scope and entitles the contractor to additional compensation or time extension.
Compensation events are defined in the contract and may include variations, delays, disruptions, or changes
in law. Contractors must notify the project owner of compensation events and seek approval for additional
compensation or time extensions.

Concurrent Delay:

Concurrent delay in construction occurs when multiple delays from different causes overlap and impact the
project schedule simultaneously. Concurrent delays can complicate delay analysis and apportioning liability
between parties, as both parties may contribute to the overall project delay. Resolving concurrent delays
often requires a detailed analysis of the project's critical path and the impact of each delay event.

Construction Management (CM):

Construction management is a professional service that involves overseeing and managing the planning,
design, and construction of a project on behalf of the owner. Construction managers coordinate the various
project stakeholders, including architects, engineers, contractors, and subcontractors, to ensure the project
is delivered on time, within budget, and to the required quality standards. Construction management
services may include pre-construction planning, cost estimation, scheduling, and project administration.

Contractor:

A contractor is a party responsible for performing construction work under a contract with the project
owner. Contractors may be general contractors who oversee the entire construction project or
subcontractors who specialize in specific trades or scopes of work. Contractors are responsible for
completing the project according to the contract requirements, specifications, and quality standards.

Defects Liability Period:

The defects liability period, also known as the warranty period, is the period after the completion of a
construction project during which the contractor is responsible for correcting any defects or issues that arise
in the completed work. The defects liability period is specified in the contract and typically ranges from six
months to one year. During this period, the contractor must rectify any defects at no additional cost to the
project owner.

Delay Damages:

Delay damages, also known as liquidated damages, are financial penalties imposed on a contractor for
failing to complete a construction project by the agreed-upon completion date. Delay damages are
specified in the contract as a predetermined amount per day of delay and are intended to compensate the
project owner for the costs incurred due to the delay. Contractors may be liable for delay damages if they
fail to meet the project deadlines.

Design-Bid-Build:

Design-bid-build is a traditional project delivery method in construction where the project owner contracts
separately with a designer (architect or engineer) and a contractor. The designer develops the project
design and specifications, which are then put out to bid for contractors to submit competitive bids. The
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owner selects the contractor based on the bids received, and construction begins after the design is
finalized. Design-bid-build is known for its sequential process of design, bidding, and construction.

Design-Build:

Design-build is a project delivery method in construction where a single entity, known as the design-
builder, is responsible for both the design and construction of the project. The design-builder works under a
single contract with the project owner and manages the entire project from concept to completion. Design-
build is known for its collaborative approach, streamlined communication, and faster project delivery
compared to traditional design-bid-build methods.

Dispute Resolution:

Dispute resolution in construction refers to the process of resolving conflicts, disagreements, or claims that
arise between parties involved in a construction project. Dispute resolution methods include negotiation,
mediation, arbitration, adjudication, and litigation. Effective dispute resolution is essential in construction
project management to minimize project delays, costs, and legal disputes and maintain positive
relationships between parties.

Due Diligence:

Due diligence in construction refers to the process of conducting a thorough investigation or assessment of
a construction project or property before entering into a contract or transaction. Due diligence involves
reviewing project documents, permits, approvals, contracts, financial records, and site conditions to identify
potential risks, liabilities, or issues that may impact the project. Due diligence helps parties make informed
decisions and mitigate risks in construction projects.

Early Warning Notice:

An early warning notice is a formal notification issued by a party in a construction contract to alert the other
party of a potential issue, risk, or event that may impact the project's cost, schedule, or quality. Early
warning notices are used to promote transparency, communication, and proactive risk management in
construction projects. Parties are required to respond to early warning notices promptly and collaboratively
to address potential issues before they escalate.

Extension of Time (EOT):

An extension of time (EOT) in construction refers to a time extension granted to the contractor to complete
the project beyond the original contract completion date. EOTs are typically granted due to delays caused
by unforeseen events, changes in the scope of work, or disruptions beyond the contractor's control.
Contractors must request EOTs in accordance with the contract provisions and provide supporting
documentation to justify the time extension.

Force Majeure:

Force majeure is a legal term used in construction contracts to describe unforeseeable events or
circumstances that are beyond the parties' control and prevent them from fulfilling their contractual
obligations. Force majeure events may include natural disasters, acts of war, government interventions, or
strikes. When a force majeure event occurs, the affected party may be excused from performance or entitled
to seek relief under the contract.
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Frustration of Contract:

Frustration of contract occurs in construction when unforeseen events or circumstances arise that make it
impossible or significantly more difficult for parties to fulfill their contractual obligations. Frustration of
contract may result from events such as government regulations, extreme weather conditions, or changes in
law that render the contract unworkable. When a contract is frustrated, parties may be relieved from further
performance or seek compensation for losses incurred.

Indemnity:

Indemnity in construction refers to a contractual provision where one party agrees to compensate or hold
harmless another party from specified losses, damages, claims, or liabilities. Indemnity clauses are
commonly included in construction contracts to allocate risk between parties and protect against potential
losses arising from the project. Indemnity provisions may cover issues such as third-party claims, property
damage, or personal injury.

Key Performance Indicators (KPlIs):

Key performance indicators (KPIs) are measurable metrics used to evaluate the performance of a
construction project, contractor, or team against specific goals or objectives. KPIs may include indicators
related to cost, schedule, quality, safety, client satisfaction, and productivity. Monitoring KPIs helps project
managers assess project performance, identify areas for improvement, and make informed decisions to
achieve project success.

Late Payment:

Late payment in construction refers to the delay or non-payment of invoices or progress payments by a
party in a construction contract. Late payments can have serious consequences for contractors,
subcontractors, and suppliers, leading to cash flow issues, project delays, and strained relationships.
Contractors may include provisions in contracts to address late payment penalties, interest charges, or
suspension of work for non-payment.

Letter of Intent (LOI):

A letter of intent (LOI) is a preliminary agreement between parties in a construction project outlining their
intention to enter into a formal contract. An LOI typically includes key terms, conditions, and project details
to facilitate the negotiation and preparation of the final contract. While an LOI is not legally binding, it
serves as a commitment to proceed with the project and establish the framework for the formal contract.

Liquidated Damages:

Liquidated damages are predetermined damages specified in a construction contract as a fixed amount per
day or week for delays in project completion. Liquidated damages are intended to compensate the project
owner for the costs incurred due to late delivery and provide a measure of the contractor's liability for
delays. Liquidated damages must be a genuine pre-estimate of the owner's losses and not a penalty to be
enforceable.

Notice to Proceed:
A notice to proceed is a formal communication issued by the project owner to the contractor authorizing
them to start work on the construction project. The notice to proceed typically includes the project start
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date, contractual requirements, and any specific instructions or conditions for commencing work.
Contractors must wait for the notice to proceed before mobilizing resources, ordering materials, or
beginning construction activities.

Performance Bond:

A performance bond is a type of surety bond provided by a contractor to guarantee the faithful
performance of a construction contract according to its terms and conditions. Performance bonds protect
the project owner from financial losses if the contractor fails to complete the project or meet contractual
obligations. Performance bonds are often required in construction contracts to ensure that the project is
completed as agreed.

Prequalification:

Prequalification in construction refers to the process of evaluating and selecting contractors, subcontractors,
or suppliers based on their qualifications, experience, financial stability, and capabilities before inviting them
to bid on a project. Prequalification helps project owners identify qualified and capable firms to participate
in the bidding process and ensures that only competent contractors are considered for the project.
Prequalification criteria may vary depending on the project requirements and complexity.

Progress Payment:

Progress payments are periodic payments made by the project owner to the contractor during the
construction process based on the completion of specified milestones or work stages. Progress payments
help contractors cover the costs of labor, materials, and overhead expenses as the project progresses.
Contractors must submit pay applications supported by documentation to request progress payments in
accordance with the contract terms.

Retention:

Retention in construction refers to a percentage of the contract sum withheld by the project owner from
progress payments to the contractor until the project is completed and defects are rectified. Retention is
intended to ensure that the contractor fulfills its contractual obligations, completes the work to the required
standard, and addresses any defects or issues that may arise after project completion. Retention is typically
released to the contractor upon final completion and acceptance of the project.

Risk Management:

Risk management in construction involves identifying, assessing, and mitigating risks that may impact the
successful delivery of a construction project. Risk management strategies aim to anticipate potential risks,
uncertainties, and challenges in the project and develop proactive measures to minimize their impact.
Common risk management techniques in construction include risk assessment, risk allocation, risk
mitigation, and risk transfer through insurance or contractual provisions.

Schedule of Rates:

A schedule of rates is a document used in construction contracts that lists the unit prices or rates for various
items of work or materials required for the project. The schedule of rates serves as a pricing mechanism for
valuing variations, additional work, or changes to the contract scope during the construction process.
Contractors use the schedule of rates to calculate the cost of additional work and submit claims for
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payment based on the agreed-upon rates.

Scope of Work:

The scope of work defines the specific tasks, activities, and deliverables that must be completed as part of a
construction project. The scope of work outlines the project requirements, objectives, and responsibilities of
each party involved in the project. Clear and detailed scope of work documents help prevent
misunderstandings, disputes, and changes during the construction process and ensure that all project
stakeholders have a common understanding of the project scope.

Subcontractor:

A subcontractor is a party hired by the main contractor to perform specific work or provide services as part
of a construction project. Subcontractors specialize in trades such as plumbing, electrical, roofing, or
concrete work and are responsible for completing their scope of work according to the contract
requirements. Main contractors rely on subcontractors to deliver specialized services, expertise, and
manpower to complete the project successfully.

Termination:

Termination in construction refers to the act of ending a contract or agreement before the completion of
the construction project. Contracts may be terminated for various reasons, such as breach of contract,
insolvency, non-performance, or force majeure events. Terminating a contract requires following the
termination provisions outlined in the contract, providing notice to the other party, and resolving any
outstanding issues, claims, or payments related to the termination.

Variation:

A variation in construction refers to a change or modification to the original contract scope, design,
specifications, or work requirements during the construction process. Variations may be initiated by the
owner, designer, or contractor to address changes in project requirements, unforeseen conditions, or design
improvements. Contractors must document and price variations in accordance with the contract provisions
and seek approval from the owner before implementing any changes.

Withholding Payment:

Withholding payment in construction refers to the act of retaining or delaying payment to a contractor,
subcontractor, or supplier for work performed or materials supplied on a construction project. Payment may
be withheld due to unsatisfactory work, defects, incomplete deliverables, or disputes over contract
compliance. Withholding payment can have legal implications and must be done in accordance with the
contract terms, applicable laws, and fair payment practices.
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