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Abstract

A study on the improvement of contract
quantity adjustment in turn-key based

construction

When the contracted quantity in a construction contract
needs to be adjusted due to price fluctuations, architectural
design changes, or other changes in the contents of the
contract, it is regulated in "the Act on Contracts to Which
the State is a Party" that the contract quantity may be
adjusted. However, the increase in quantities in the contract
1s limited in principle from the perspective of contract
quantity adjustments due to architectural design changes 1n
turn—key based construction, except 1n case of natural
disasters or an issue being the responsibility of the owner of
the construction. This restrictive option on architectural
design changes has been misinterpreted as "No architectural
design changes with the adjustment in contracted quantities
shall be allowed in turn-key based construction", which
causes many conflicts between the ordering party and the
other contracting party. The interpretation differences in the
contract and related regulations shall also be the major

factor of claims between both counterparts of the contract.

When the major factor of claims in the actual contract



quantity adjustment of turn-key based construction was
analyzed, it was shown that cases frequently led to claims &
conflicts due to 1) ITB (invitation to bid), including unequal &
'poisonous' provisions based on the practice of the absolute
advantage of the ordering body, 2) inability to clarify the
interpretation by ITB regarding disputes between both
contracting parties about the vaguely stated scope of the
construction or limits to responsibilities in the contract.
Furthermore, abstract and unclear provisions in the general
terms of the construction contract, an absence of priority
among contract documents, and the same application of
general terms of the contract without considering the
characteristics of contract types, have caused many conflicts
because of the interpretation difference based on the
different positions of both contracting parties. In addition,
different views on the contract quantity adjustment method
between contracting parties, unfair demands on the part of
the ordering party regarding the application of new unit
prices, insufficient answers to queries & authoritative
interpretations from related institutions, as well as the
absence of limitations on the responsibilities between the
construction company and the architectural design company,
have been claim factors in the actual contract quantity

adjustment of turn—-key based construction.

In order to prevent such claims in the contract quantity
adjustment, a contingency system for turn—-key based
construction has to be introduced to cope promptly with

minor design changes or unexpected increases in the

_iV_



contract quantities, and to establish a fair environment for
contract quantity adjustment by reducing difficulties in
securing the budget of the ordering party. What's more, the
objective pre—qualification system of ITB by the third party
has to be introduced to improve the practice of the irrational
advantage of the ordering body, and to prevent unnecessary
conflicts in advance by limiting the effectiveness of ITB after
the contract i1s made. Furthermore, the modification &
supplementation of the general terms of the construction
contract according to the characteristics of order types, the
definition of priority among contract documents, the
establishment of a new, independent institution for the
authoritative interpretation and answering of queries, the
securing of proper architectural design periods, and the
definition of the scope of responsibilities of the designer
shall be needed to prevent and improve claims. Finally, the
re—establishment of contract culture & the conversion of
awareness in both contracting parties are necessary, with the
importance of principles based on related regulations &
contract documents in order to prevent claims in advance
concerning contract quantity adjustment in turn—-key based

construction and to evolve into an advanced bidding system.

Key words: Turn-key based construction, Design changes,

Contract quantity adjustment, Claim
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