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Trend: Bigger and more complicated projects

Effects:
 PQQ Requirements increasing/projects becoming multi-faceted
leading to:

— more joint venture arrangements/consortia or mergers —
implications for contracts

— longer tender periods — risk of abortive costs and protection of
know-how

— staged projects — e.g. development of design to FEED then
fixing of price/design and build/EPC turnkey (with option for
employer to abort)

— multiple (and multi-disciplinary) packages — interfaces, different
skill sets, more “EPCM” arrangements or “mixed EPC models”
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Mixed Contracting Models

Construction || Construction [| Construction Equipment Equipment Equipment
contract contract contract Supply Supply Supply
Purchase order
and T's & C's
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Mixed Contracting Models

Equipment Equipment Equipment : : :
Supply Supply Supply Construction Construction Construction
contract contract contract

*“E” & “P” can be split from CM with CM undertaken by Client in house or by another consultant (for
cost savings)
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Trend: Bigger and more complicated projects (cont.)

* Longer construction periods (insurance and other implications
iIncluding maintenance of performance security)

* Longer defects liability periods mixed with optimisation/maintenance
obligations — on the positive side more O&M opportunities?

« Cost drivers resulting in:
— Greater use of incentivisation models — what next — alliancing?

— PPP’s “to be or not to be”? (Public sector struggling with budgets
to plug infrastructure gap)

« Continuing role of standard forms but will they meet the challenges?

— Deviate from domination by one standard form (e.g. FIDIC).
Potential rivals: NEC, Australian models (especially re:
alliancing) or more bespoke solutions?
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Trend: More demands on the sector

Effects:

e Increasing awareness of payment/performance security and cash
flow:

— Evidence of employer’s financial arrangements (e.g. FIDIC)
— Letter of credit

— Neutral to positive cash flow; increasing use of payment
milestones

— Robust termination provisions
« Security of performance security:

— Subcontractor Collateral Warranties, Performance Bond and
Parent Company Guarantee now standard

— On international scene — On Demand bond typical
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Trend: More demands on the sector (cont.)

« Political security:

— Termination regime (robust
termination rights and
compensation)

— Change of law provisions

— Increase in Investment S5
Treaty awareness (positive) g
« Security of supply chain —
preferred suppliers,

responsibility for delay/default,
defects liability
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More demands on the sector (cont.)

MONONEGAVIRUSES THIRST

« Social licence provisions — e.g. °°“3ﬁ'$8ﬁ§i§¥5§$“c‘éﬁs
i PROGRESS HeLp

welfare, _sustalnable development, RISKS 2= b REVENTION
human rlghts VACCINE HemocLoBIN-EVELS TREATMENT
: : : : WHO 'PANGREAS

* Bribery and corruption — international ICD-10 PL5 e EVD
obligations THERAPY o<t
_ _ _ DEATHHEMORRHAGIC FEVER conavination
« Global impact of international events res VIRUS 'y o U &5 DEATH

— increasing focus on force majeure OUTBREAK

clauses (e.g. swine flu, Ebola)

« Greater focus on dispute
avoidance/resolution and
“collaboration” (positive)
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Trend: Bring your own finance

Effects:
 Different models, e.g.: :
— Equity investment /
— Delayed cash flow/loan
facility M \umw I

— Alliancing — sharing risk (but ':‘;_*'_T.."’?

also the upside)

— Staged projects — with some ¥
of initial design
development being taken
on risk

— PPP’s
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Conclusions

« A mixed bag: positive and negative

* More innovation — with this comes opportunities and an
ability to develop a USP and beat the market

* Reuvisiting of corporate “bottom lines” but flexibility will
set you apart from competitors

“It Is not the strongest or the most intelligent who will

survive but those who can best manage change”
Charles Darwin
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The leading infrastructure law firm

About Pinsent Masons

Top 75 global law firm
A turnover of over £320 million

Based in London, Paris and various
countries in Europe, Gulf and Asia

Pacific. This year we have expanded
to Australia and our Sydney and

Melbourne offices will open later in 2015

International offices in Beijing, Dubai,
Doha, Falkland Islands, France,
Germany, Hong Kong, Shanghai,
Singapore and Turkey

Over 1600 lawyers worldwide

Leaders in the infrastructure sector

Awarded Global Construction Law
Firm of the year for the eighth year
consecutively

Clients include over 50% of the top 50
contractors in the world

Specialists in infrastructure for over 50
years and over 30 years of
experience in Asia and the Middle
East

A 1,500-strong legal team, including
over 250 infrastructure specialists
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An award winning team

Who’s Who Legal — Global

Construction Law Firm of the Year for
the eighth year running

Partnerships =™ HealthInvestor

AWARDS Prsent Mosons WINNER

WINNER 2015

Partwards /(||

Shortlisted: Legal Adviser of the Year

For more information please contact: sarah.thomas@pinsentmasons.com
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