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Contact for enguiries: Michast MceDermoht Telephone: 020 7215 3722

What is the problem under consideration? Why is govemnment inferveniion necessary?

Reducing the incidence of unfair payment praciices in the construction industry. While the
1896 “Construction Act” has generally improved cash flow and dispule resolution under commarcial
congtruction conracts, 1 is ineffective in certain key regasds. Extensive consuliation with the indusiry and
its clients over four and a half vears has conciuded that guidance will not adequately address the issues
and that amendments 1o the existing legislation are required 10 ensure the Act is more effective in
achigving its obisciive.

What are the policy objectives and the ntended effects?
To improve the existing regulatory framework in order to:

* Increass ransparency and clarily in the exchange of information relating o payments 10 enable the betller
managemeni of cash fiow; :

* Encowrage the parfies 1o resoive disputes by adiudication, where i is appropriate, rather than by
resorfing 1o more costly and time consuming solutions such as Htigation; and
« Strengthen the right to suspend performance under the contract.

What policy options have been considerad? Pleass justity any preferred option,

A. Targeted regulalory intervention {preferred option) ~The Act i defsctive in cerlain key regards. Specific
regulatory imerventions allow us 10 reclify this and make i much more effective in achigving its aims

while not undiuly disturbing what is generally considared a halphul piece of legisiation.

B, Grealer reguiatory intervention.

€. Do nothing

When will the policy be reviewed 1o gstabiish the actual costs and benefils and the achievement of the degired of

Approamately three years afier commencemsnt of both primary legisiation and secondary lsgisiation
{The Sichema for Construction Contracts) o allow the policy to ‘bed down’ and o judge wiether the
expecied benefiis have been realised.

Ministerial Sian-off For final proposalimplomentation siage Impact Assessmenis:

{ have read the npact Assessmment and [ am satisfied that, given the svailable evidence, # represents
a reasonable view ol#heg likely costs, benefits and impact of the leading options.

Signed by ‘ cinsinid
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B8 Average Annuat Cost

{sxciuding one-off}

Disscription and scale of key monetised oosts by ‘main affecied groups’
The one-off costs of targeted regulation include the costs of re-writing standard
forms of contractsisee para 17). Cosls and siso benalits relate 1o the
greater clanty and certainty we are introducing irdo the payment
framewaork {see para 18;.

Total Cost (pv) | £691,000

Gther kay nomnetimd costs by ‘main affecied groups’
¥ Time itaken to familiarise indus?ry with new framework.

ANNUAL BENEFITS

Yrs

round £6.5m.

Average Annual Benefit

Description and seale of key monetised costs by ‘'main affected groups’

The main benefit of this option is the relaxation of the restriction on who
reciired to serve payment notices which will deliver an annual saving of

{exciuding Bﬂ&-ﬂﬁ}

Total Borefi (PV) | £ 6480,0

] -EE:ENE.F_{#E S

o O?.her key ﬁnmmnaﬁm henefits by ‘main affected groups’ Many commeatatars say therg is
3 considerabie benefit to be gainad from affective cash Hlow management in consbruction. Most recently

. work carried out for OGC identfied improvements in payment practices which created clear entitlements

5 E {which our proposals seek to doj could save 1-1.5% on the average project or £1 1o £1.5bn pa.

Key Assumptions/Sensitivities/Bisks

Prce Base | Time Peripd
20065 iy

NET BENEBIT (NP Bast astimets)

What is the geographic coverage of the policy/option?

On what date will the policy be implemented?

Which organisationds) vill enforce the policy?

What is the total annual cost of enforcement for these organisations?

Does erdorcemeant comply with Hamplon pringiples?

Wil implementation go beyond minimum EU requirements?

What is the value of the proposed offsetling measurs per year?

| What is the valug of cizanges in greenhouse gas emissions? |

Wil the proposal have a significant impact on competition?

Notional Anmusl cost (8+8) per prganisation Mg Sma
| {exniudinn nne.cdf TE047 RO
{ Are any of these organisations sxempi? _ No No

impact on Admin Burdens Baseline {2005 Prices)

increase of £ 849,000 Degrease of £8,480.000

Net Impact

- Ingregse

~£5,831,000
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Overview

1. Construction accounts for approximately 9% of national gross value added. But its sconomic
importance is wider than that - well managed and successfully delivered construction projects can
improve the delivery of public services {such as heaith, education or transport}, improve business
productivity {more productive faciories and offices) and improve standards of living and the natural
grvironment.

2. Ir Great Britain there are apmcximatafy 240,000 enterprises active in construction contracting and
consulting, of which 89% are small or micro enterprises. The sector employs around 2 million pecpie
and a furiher 800,000 are self-employed. Characteristically profit margins in the industry are low and
insolvencies are high compared to the economy as a whole. The supply team on a construction
project often includes a farge number of frms.,

Size of firm {omployees) _ Number of firms
Micro {0-9) ] 220,380

Srnal (10-49) 16,280

Medium {(60-248} 2035

Large (250+) 305

Part 2 of the Housing Grants, Construction and Regeneration Act 1996 {"The Construction
Act)
3. The Construction Act has had an important rols to play in improving the efficlency of

construction supply chains since i came into force on 1 May 1898, The Act sei a slatidory
baseline for acceptable contractual provisions in the construction indusiry with two main aims:

» 10 ensure prompt cash How improving efficlency and productivity, and
« to allow swift resolidion of disputes by way of adjudication allowing projects te be compieted
without wasted profit and tine in iiigation.

4, The Agt currently achieves this by:

'« providing & statulory right for parties 1o a construction sontract o refer disputes o adjudicaiion;

s providing a dght to interim, peniodic of stage paymants, makrng ciear when payments bacome
due, thelr amount and a final date for paymeni;

¢ preventng the paver from withholding money from the ‘sum dug’ after the fingl date iar
payment uniess he has given a withholding notice;

s providing a statutory right for the payes 10 suspend periormance where 3 ‘sum due’ is not paid,
or proparly withheld, by the final date for payment; '

» prohibiting “pay when paid® clauses which delay payment uniil it is received by the payer.

5. The current statutory framework emerged from Sir Michae! Latham's review of business inthe
industry in 1994, tis reflected in consiruction contracls.

Rationale for Government Intervention

8. The overriding reason for amending the Construction Act i 1o improve the performance of the
UK construction industry,

7. A partnership between Government and the construction industry over the last 15 vears has
defivered a clear programme for improving the performancs and productivity of the industry.
Racommendations 1o the industry and Govemment by Sir Michas! Latham (Constructing the team
1994} and Sir John Egan {Rethinking Construction 1998} in the 1990s emphasised the need for
miegraied supply teams to focus on high nuality ang sfficient delivery in a non-adversarial way.
This requires coilaboration and frust between contractors, subcontractors, clients, designers and
consultants o deliver construction work on time and on hudget and is hampered by & cuilure of
plame, disputes and poor payment practices. In his report in 1988 Sir John Egan stated;



“The exiensive use of subcoriracting has brought contractual refations fo the fore and prevented
- the continuity of teams that is essential (¢ efficient working.”

The “Integrated team” approach outlined by Egar’s Construction Task Force has been endorsed
repeatedly by the National Audit Office. in its March 2005 repost on Improving public services
through: better construction, NAQ recommended:

“Unfair payment practices, such as unduly prolongesd or inappropriate cash relention, underming
the principle of integrated team working and ithe ability and motivation of spacialist suppiiers to

" inwvest in innovation and capacity. Depariments should have the appropriate visibility of the enfire
supply chain. Understanding how specialist sub confractors and particularly small and medium
sized enterprises are engaged, evaluated and managed can coniribule considerably to the
achievement of value for money, For exampls, Depariments should have in place effective and
fair payment mechanisms... 10 provide more certainty 1o suppliers’ payments dependent upon
delivery to time, cost and quality.”

Background

8. Following the anncuncement of a review of the Construction Act in the 2004 Budget, Sir
Michasl Latham was asked to bring the consiruction industry togethar o identify what
improvements were neaded to the legislation. Discussions about improving adjudication were
refatively straighfforward. Discussions about the operation of the payment provigions in the
currsnt lagisintion, whether these were working properiy or might be improved, and if sc how,
were more difficult. The joint DT / Welsh Assembly Government consuitation on Improving
pavment practices in the construction industry in 2005 suggested compromise proposals 1o
address some of the problems that prompted disagreement during Siv Michael Latham’s review.

9. As the Construction Agt also applies 1o Scotland and policy responsibility for the Act in
Scotiand and the Schame for Construction Contracts {Scotiand) Regulations 18998 is a matter for
the Scotlish Exscutive, similar consuliation exercises were underiaken repiicating the DTIMWeish
Assermbly consultations. Therefore for the purposes of the Impact Assessment the facts and
figures which follow are for Graat Britain, ,

10. The current proposals have been developed following sxiensive consuliation with the industry
and its clients,

Current Proposals
We are proposing to

+ improve transparency and olarity in the exchange of information relating {6 payments o
‘enabls the better management of cash flow,

» encourage the pariies 1o resolve dispuies by adiudication, where it is appropriate, rather
than by resoriing 1o more costly and fims consuming solutions such as litigation, and

» strengthan the righ’t to suspend performance under the contract.
We are proposing 10 do this by making the following amerndments to the ex;stmg legistation:

+ Extending the Consiruction Act to oral construction contracts and 1o those which are partly
oral and partly in writing.

» Making provisicn for the costs of an adjudication. We will ensure that any agreemsent by
the parties that one party is to pay all or part of the cosis of an adjudication is only valid if
made after the appointment of the adiudicator.

« Making provision for a "siip ruis” in respect of an adjudicator's decision. Wewiliputona
clear, statutory footing an adiudicator's ability {0 amend an obvious error in hissher
dagision.
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+ making clear that a payment notice (2 nolice which sets nut what is owed) must be served
gvan where the amount owed s nil; removing restrictions on who ciin serve such a notice
{allowing a third party - 2.9. an architect - o7 3 payee 1o issue such & nolice - currendly al
such notices must be issued by the payer); prohibiiing "pay when ceriified clauses”
{clauses which make payment conditional on extraneous events),

» Limniting the effect of the House of Lords’ decision in Melville Dundas fin receivership) v
George Wimpey UK Limited as regards the circumstances in which a notice of the payer's
intention (o withhold a payment is not necessary.

= Stregthening the provisions relating to the right of & parly 1o whom payment is due io
suspend performance of his obligations under 4 construction contract.”

11. These proposals are included as pan of BERM's Simplification Plan and are supported by the
Batter Regulation Exgcutive,

12, These proposals are intended 0 ix* the failings 10 the existing framework to address specific
issues that have arisen during the ten years the Construction Act has been in operation.

Consullation

-13. The development of the proposed changss to the current legisliation has invoived axtensive
formal and informal consultation with the congtruction industry, its clients, other stakehoiders and

Government,
- Within Government
14, We have had discussions with:

» The Cabinet Office (Better Regulation Unit now calied Bettor Regulation Execulive and B
now part of BEBR)
Qifice of Goverament Cﬁmmeme
HM Treasury
The Depariment for Communities and Local Governmert
Departiment for Constitutional Affairs; and
‘Devolved Administrations

- 0 % »x B9
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18. Consuliation with the industry has included:

The review undertaken by Sir Michaet Latham in 2004;
The tirst consultation Improving payment praciices in the construction iﬁ&&iﬁf!}-’ i 2005
The Analysis of mproving payment practices in the construction industry 20086;
Industry Stakeholder events arranged by the DTI Construction Sector Unit in June 2005
and February 2006;
'« Industry Stakeholder evenis arranged by tha umbrelia bodies during the 2005 consultation
period; and
» A pra-consultation exercise on ad;ucflcatmn i atdumn 2006
+ The second consultation Improving payment practives in the consiruction industry in June
2007 and , .
» Industry stakeholder event held at the BERR Conference Centre in July 2007,

a2 ¥ % #

16. DTi {now BERR) aiso established a sounding board. Sounding board members did not
represent specific sectors of the Indusiry bud were asked 1o assigt in view of thelr personal
knowledge, experience and access 1o industry networks, The sounding board has been
irnvaivable in assisting with the preparation of the proposals. Hs members were Richard Bayfisld,
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Chrig Dancaster, Richard Haryolt, Sir Michael Latham, Hum;:hsey Lloyd QT and Peler Rogars
- CBE.

17. The various coniract writing bodies will need fo alter the siandard forms of coniract. As an
axample, ihe Joint Contracts Tribunal (JCT) has some 56 confracts 10 atfend to and these would
potentially need o be revised and updated as the transition was made from one statutory
framework to ancther. The extent and nature of the regulation (and whether Counsel's opinion
would nead 1o be sought} would determing how long the fransition would take. The shortest time
has been roughly estimated at about § months stretching out to more than 12 months i the
regulations were particularly compiex of the changes radical. It is estimated that # costs on
average £833 io update each coniract tempiate leading to a iofal cost of £41,650.

QPTIONS:-
Option A - Targed #
Costs and Benefils

18. The costs and benefits of implemanting the proposais under 7T argeted Reguiation’ is
summarissd in table 1 below.

Proposals | Cost (Em) - | Benelit £m) | Caleulation
Targeted Requlation
Removing restriction | 0 £6,480,000 432,000 main contract payments per year
on who can serve a of whigh 80% involve duplicate
payment notice certification procedures. Average cost.of
' ' issuing a cerdificate is €25,
432, 000x0.6x825=4'6,480,000
Mange of costs £0.50 10 £150
432 . 000x0.6x£0.5=£128,600
432 D00(.6x2150=538, 880,000
Clarity of the cordent | £324,000 g 388,800 paymenis per year under
of payment and contracts without certificates. Bstimate of
withiwiding notices proportion of payments sublsct to

abatoment after deadling & one monthly
payment every 292 years. Average cost of
issuing a withholding notice is £25.

388,900x£25 / 30=£324,000
Range of costs £0.50 10 2150
388,500x£0.5 7 30=£8,480
388,900x£150 / 30=£1,944,500
A *all back’ provision | O This will: '
which atlows the
payee to submit a ' « improve comgnunication hetween the
payment notice in parties and heip 1o crysialiise the
default of the payer's debt;
-niotics after the » enable cash to fiow down the SUpply-
payment due date. chain;
» gnable contractor to plan cash flow
- and addrass poor performance; and
« potentially improve Equidity and
raduce costs of servicing debt.
Prohibiting payment | £325,000 0 13,000 paymerds under civil engineering
by reference to other payments ncludie pay-when-certified
gontracts : clauses. Removal means that a payment

or withholding notice wili now be required
at average cost of £25,
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13,000xE25=-£325,000

HMange of costs 205010 £150
13,000x£0,5=£8 500
13,0008 150=£1,950,000
A statutory G Provents the use of coniract provisions on
framework for adiudication costs {i.e. requiting the parly
the cosls of referring the dispute to adjudication o
the | pear all the other party’s cosis) being
adjudication = uged {0 prevert a party referring a dispute
o adiudication.
Requirement for G A large number of construction contracis
sontracts t6 be in ' ' contain orally agreed terms or varigiions.
wriing’ Extending the application of the

Construction Act to oral and partly oral
congiruction contracts makes adiudication
more widely available. in addition, it had
become common practice {0 challenge an
adjudicgtor's jurisdiction on the basis that
sot all the contract was in writihg as a

way of frustrating the process,
Suspangion of O This proposat creates a statutory right for
performanace for non- the payee o receive compensation for
payment losses caused by the suspension.

The payvee will also have g sufficient
length of time 10 remobilise on site,

Threat of having o pay the additional

i costs of suspension incurred by the
payes is intendsd 10 inceniivise the payer
{0 administer payment in & igir way.

Targeted total £648,000 £6.480,000 Net benefit £5,831,000

Targeted ranges £13,000- £129.600- Net bensfit range £116.600-£34,085, 5{3@
£3.884,500 £38,880,000

18. The loliowing are the notional average costs per firm from the proposed changes. They are
arrivad at by dividing the fota! costs by the number of firms.

Cost per firm No, of firms  Toial cost
dilicro 0.47 220,360 104,489
Smali 812 - 18,29G 148,818
Medium 73.89 2035 150,177
Large 805,92 305 245,804

Total 272 238,890 649,100

20. As the review of the Construction Act has progressed, a number of other proposals have
been suggested which we have decided not io pursue. Option B — Greater Regulatory
Intervention — assumes the implementation of the proposals in Option A and adds a number of
other potential options mads during the Review which wa have considered carefully and have
decided not to take forward.  Thelr costs and benefits are described in Table 2.

Table 2

Proposals | Cost (€m) | Benefit (Em) : Caleudlation

Greater reguiatory Qoiions . , _

Siage payment for G £40,000 20 materials payments adjudications per
materials off-gite yesr, Assumed that this ehanae would
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reduce that numberto 2. Cost of an
adiudication is £20,000
2x£20,060=840,000

Praventing frustee 0 0 There is already case law outiawing the

staksholder use of rustes stakehoklor account

accourds agreements {Ferson Contractors v
Levolux AT). Thersfore passing & law
saying it was illegal would sarve ne
pepose.

Providing the 4 £52,000 Or average 4 complainis are upheld at

adjudicator with adiuciogtion sach year. Assume same

Fnimurity from 3¢ number of third parly actions anad hat

parly ¢laims such actions cost same a5 an

' enforcement £13,000.

4%£13,000=£52,000 -

Appiication of £100,000 0 Adcudicator would fadl independeance test

adjudicator on 5% of occasions. 1,940 adjudications

independence per year therefore 100 failures per vear.

provisions for all Estimate cost of repiacing adiudicalor is

adiudications, £1,0600
100xE1,000=2100,000

Greater regulatory | £100,000 £42,600 Not benefit -£8000

Options Total

| Targsted Not Benefit £116,000 - £34,885,500

Hange

Less Greater £8000 - £8000

ragulatory Net

Benefit Rangs (NBR)

Overall NBR £108,800 - £34,977.500

21, The foliowing notional average costs per organisation as a result of the pmpusad
amendmenis under this option are calculated by dividing total costs by number of firms.

Micro
Small
Madiumn

Large
Total

ion G — i

Cost per firm
0.55 '
10.53

#5.17

930.07

3.13

Mo of firms
220,360
5,290
2035

308

238 980

Total cost
125,598
171,516
173,314
2R3 873
748,100

23. R is not viable fo maintain the legisiation as it stands as, for instance, he original objectives of

the 1896 Act are being underminad by:

Risks.

* & ¥ &

Exploitation of loop-holas’ stopping the flow of money through the supply-chain.

fack of clarity relating 10 payment resulting in adverse effects on cagh flow

Increased itigation
Risputes under construction contracts wers thréataﬁmg the viability of individual

buginesses and eveniualy would undermine the long-ierm health of the construction

industry
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Costs:

There are therefore costs involved in maintaining the status qua and if was concerns about the
current position which fed the Chancelior, in the 2004 Budget, to announce a raview of the
Construction Act.  Our discussions with industry have contirmed that there would continue to be
a significant oost to the industry from maintaining the status quo.

Benofits;

The main benefit, for soms in the industry, of maintaining the legisiation as it stands would be no
increase in costs, However, following consultation with industry, it is clear that a8 agres that some
change is required, paricularly in the current economic climate.

Small Firms Impact Test

24. The proposed amendments will apply o all construction contracts within the scope of Part 2
of the Housing Grants, Construction and Regeneration Act 1996.

25. The legistation applies to contracts for gonstruction work and professional services including
mechanical, electrical, civil engineering and groundworks, A table showing some key statistical
data on these sectors for Great Britain is set out below. These cover 2008 as this is the latest
data avallable, :

Great Britain (2008)
Construction Total % of
Construction Professional | Whole
Contracting Services Economy
Number of Enterprises (VAT ondy) 186,040 15,400 12.7%
% of small or micro-enterprises 98.9% 98.2%
| Total Tumover (1) ] 151,919 12,121 B.8%
Giross Value Added (£m) - 63,044 7,212 8.7%
% of oulput fundad by the public
seqtor’ 28% 27%
Average Employment” 1,348,088 141,641 5.7%
Nuznber of company insolvencies® 1,827 Not avalisbie 13.9%

1. Based on ONS Guarterly Inquiry of Construction Activity and GIC Survey of Construction
Professional Services.

2. Employses only
3. Available for contracting only

Small firms impact test

26. BERR invited stakeholders of all sizes 10 voice Msir concems/views sither through their
federations, rade associations or ag individuals. There has been strong support from
representatives of small firms for the BERR proposals, Anexample ofthisisa guote from the
Faderation of Master Buiiders (FMB) who said: :

“The FME strongly supports eflorts by BERR lo improve payment practise in the constraction
industry and commend the years of hard work and commitment of the depariment, withoul which
these proposals would have been lost, 1o the detriment of the whols indugiry. ,

FMB strongly supports the proposals and s of the view that they wil bring about genuine
improvements to payrnent practices in the indusiry”

27. Given this general industry context, engagement of small firms, at alt points in the supply
chain, has been fundamental to the development of these proposals.
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28, “There have been a numerous stakeholder events during the Construction Act review, Those
- attending have included construction frade associations whose main membership consists of
small firms and other Industry stakeholders. The National 8pecialist Contractors Council and the
Speciaiist Engineering Contraciors Group in particular have been very heipful in ensuring that
represanatives from SMEs atiended these evenis {and in encouraging firms from within their
membership o respond {0 the March 2005 consuilation exercise). The purpose of these events
has bean o encourage those who would be afiected by the proposais fo voice their concems and
come up with suggestions for amending the Construction Aot

28, Likewise, support was also forthocoming for the propesal 1o "infroduse a faiiback provision
shouid the payer not issue the advance notice of payment {Section $10(2) Noticey”.

30, The cost of moniforing cash flow, negotiating credit as well as the financing costs and
administration, information and legal cost involved in disputes can bear disproportionately on
smmaller businesses. Not ondy does this consirain developmant by ingreasing relative costs and
reducing the ability of smait businesses 10 compete but it can aiso divert resources from raining,
inovation and management.

.31, The survey aiso reported that 31% of conghruction firms have had to resorftothecouris as a
result of late payment,

32, The benefits of the proposed amendmenis to small and micre businesses arg;

» introducing greater transparency and ¢lasity into the payment framework 1o facilitate better
management of cash flow - “crystatlizing the debt”

+ ingreasing access 1o a simple mechaniem for resalving cisspu‘t&s

« improving communication batween payer and payee on what will be paid and when

» encouraging prompt administration and communication of payment and improving the
gfficiency and productivity in the indushy; and

s gnabling the parlies to continue 10 work togeather sHectively 10 deliver high quallty
construction projects on time ard on budgst.

Equaiity Duties

33.  After iniial screening as 1o the potential impact of this policy/ragulation on race, disability
and gender equality it has been decided that there will not b a major impact upon minority
groups in terms of numbers affected or the sericusness of the likely impact, or both.

34. The proposed amendments to the Construction Act will have thé foliowing henefits:-

+ improving the operation of the existing legislation by introducing greater clasity and
transparency and reducing disincentives to use adiudication where appropriate;

» Halp to maintain a level playing field in a competitive market with a iarge proportion of
small firms; and

« {ndemin existing best practice in the industry.

35. The proposed amendments wilt also make the system fairer ~ providing the often smaller

parties to construction confracts {the sub-contractors} with greater certainty about what

they will be paid and when. Whaere the parlies disagree as o the amount {o be paid, the

proposed amendments will make it easier 1o refer the dispude 1o adjudication - a quick

{28-day} dispule resolution regime. They will befter enable contractors 1o plan cash flow,.

address poof performance, and potentially improve Squidity and rackuce the costs of servicing debt.
They are intendad {0 benefit small businesses in pariicular, _

Competition Assessment
36. The constuction industry is extremely competitive. There is no dominart firm in the

construction sector. Many firms report very low marging. Competition is healthy o the point of
sometimes being extremely fierce affecting profitability,
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37. Similarly, there is no small key group of dominan firms in any sub-sector other than perhaps
same very small spedialist, The tegisiation does not set up barriers to entry 1o any sectors of the
consiruction industry and is unfikely to affect the size of firms or number, though i may reduce the
chim brought about by the combination of insolvencies and new firms being established,

Enforcement, Monitoring and sanctiohs

38. BERR is not proposing fo change the enforcement mechanisms introduced through the
original legislation. The main enforcement mechanism for the lagisiation other than the couris or
arbitration is the adjudication process, which the legisiation providss. The detision of the
adjudicator is binding on the parties and snforceabie through summary fudgement in court. The
Technology and Construction Court {England and Wales) and Court of Session {Scotland}
reported 56 construction enforcement cases in the last year at an average cost of £13.000
totalling £728.000, :

39. The only sanction being introduced & where an application for payment becomes dus if the
payer {ais to issue a payment notice. No other sanclions are proposed,

Inplementation and delivery plan
40. We are proposing to introduce the amendments through a Bill,
Summary and recommendation
41. This package of measures strikes a fine balance batween:
« the need fo improve the effectiveness of the Construstion Act by
o Improving the transparency and clarity in the gxchange of information relating to
gayments 1o enable the parties o construction contracts fo better manage cash
o fﬁlmfadgiag th; parfies o resoive disputes by adjudication, where it is appropriate,
rather than resorling to more costly and time consuming solutions such as litigation

+ the important principle of not unduly upsetting the compromise between all sectors of the
congtruction indusiry which underpinned the intradection of the original legisiation In 1098,

42. itis recommended that the proposed regulalory changes be procesded with,
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Usz the iable below 1o demonstrate how broadly you have considered the potential impacts of
your policy options.

Ensure that the resulls of any tests that impact on the cost-benefit analysis are contained

within the main evidence base; other resulls may be annexed.

Type of testing undertaken Resulls in Results
Evidence Base? | annexed?

Competlition Assessment Yes
Small Firms Impact Test Yes
Legal Ald N/A NA
Sustainable Development N/A N/A
Carbon Assessment N/A N/A
Other Environment N/A N/A
Health Impact Assessment NA N/A
Race Equality Yes NA
Disability Equality Yas NIA
Gender Equality Yes N/A
Human Righis N/A N/A

| Rural Procting N/A N/A
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