Standard Form Contracts in Civil Construction 

The repeated use of abbreviations and acronyms in construction contracts poses huge risks.
The repeated use of abbreviations and acronyms in construction contracts pose two huge risks –  these abbreviations and acronyms may end up becoming inaccurate or they may stagnate and fail to progress like written laws. “EPC”, “EPCM”, “Lump sum” and “Project Finance” are some examples of expressions used in civil construction that have become rigid models. 

Although they lack legal definition, these models are used, in some cases, for the purpose of allocating risks and responsibilities between the parties to a contract and, in others, for defining rules for contract execution.  How exactly this allocation will take place is at the discretion of the parties. If the parties fail to determine this matter, this will be done by independent professional associations, such as the FIDIC. However, EPC and EPCM are flexible structures and it is imperative to differentiate them.

EPC – Engineering, Project & Construction, translated Projeto de Engenharia, Compras, e Construção – actually comprises a series of contracts that set out the duties to be performed by the contractor without necessarily following a continuous sequence.

The M in EPCM, in turn, refers to Management. EPCM contracts, therefore, include management activities, often transferring the execution of the project to third parties.

Some models, such as BOT – Build, Operate & Transfer, EPCO – Engineering, Procurement, Construction & Operation and PMS – Project, Management, & Services, are similar to EPC and EPCM. PMS contracts are similar to EPCM contracts. However, in general terms, EPCM contracts mostly apply to engineering companies and PMS contracts are usually aimed at architecture firms.

As to the forms of execution of a project, contracts can be, for instance, turnkey type, whereby the project is delivered fully operational, or Project Finance, which stipulates how the project will be funded.

The choice of one of these models depends on the developer’s needs: the degree of risk one wishes to assume, how much one wishes to spend and the availability of the service are variables that indicate the best model to be used in each specific case.

Because there are no definite rules, specialized advice in contract analysis is crucial to ensure the best choice of model in accordance with the characteristics of the project.  

