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[Instructional note: Use this letter if the Principal has instructed the Contractor of a possible Variation and the Contractor has responded with its time and costs implications.

There are two options.  Delete the option that does not apply.

· Use Option 1 when the proposal is accepted in its entirety.
· Use Option 2 when any aspect of the proposal is not accepted.
For a Schedule of Rates contract, it is not appropriate to state an adjusted Contract Price in Option 1 because the Contract Price will always be determined from the tendered rates and actual quantities.  Confirm the accepted price for the Variation, including GST instead.

It is good practice to confirm the extended date for Completion even if there is not extension of time applicable on account of the approved Variation (ie the extension of time is “NIL” working days).

Under an MW21 contract delay costs are not applicable to Variations.

Option 2 can be used to reject the Contractor’s proposal entirely or to request an amended proposal from the Contractor or to request a response to amendments proposed by the Principal.  These alternatives may be useful where there is a minor issue with the Contractor’s proposal, eg an error in the calculation of Direct Costs or an over-estimate of the effect on time.  The sample letter provides for the alternatives.

Option 2 can also be used to terminate negotiations before issuing a separate instruction under clause 9.8 (Principle instructs the Contractor to carry out a Variation)]
To: [Insert name of Contractor]
ABN: [Insert ABN of Contractor]
[Insert address]

[Insert address]

ATTN: [Insert Contractor’s Authorised Person]
Date: [Insert]
 [Insert name & number of Contract] – ACT Modified Version of MW21 (“Contract”)

RESPONSE TO VARIATION PROPOSAL FOR [INSERT BRIEF DESCRIPTION]
Clauses 9.5 & 9.6
Option 1

I refer to your proposal dated [insert the date of the Contractor’s proposal] for the above Variation [insert ‘for ….’ and include a detailed description the Variation work if necessary to clarify what is required].

The Principal accepts your proposal, in accordance with Clause 9.5 of the General Conditions of Contract. Please proceed with this Variation number [insert the Variation number].
include the following paragraph for lump sum contracts only.

The Contract Price, taking into account the accepted price adjustment of $[insert the Contractor’s proposed price], is now $[insert the adjusted Contract Price].
INCLUDE THE BELOW where there are no milestones.

The extended date for Completion of the Works, taking into account the effect of this Variation, is [insert the extended date for Completion].

ALTERNATIVELY, DELETE THE ABOVE AND INCLUDE THE BELOW where there are milestones.

The extended date(s) for Completion of Milestone(s) [insert the applicable Milestone number(s)], taking into account the effect of this Variation, are as follows:

· Milestone No. [insert the relevant Milestone number] – [insert the applicable extended date for Completion].

· [insert others]

Option 2
I refer to my request, made in accordance with Clause 9.4 of the General Conditions of Contract, for a proposal for the above possible Variation. The Principal does not accept your proposal dated [insert the date of the Contractor’s proposal] in respect of this Variation, for the following reasons:

· [insert details of the reasons for not accepting the Contractor’s proposal].

If applicable, include one of the following ALTERNATIVES.

ALTERNATIVE 1
Would you please take these factors into account and provide an amended proposal for consideration within 10 Business Days.

ALTERNATIVE 2

The Principal is willing to accept your proposal, subject to the following amendments:

· [insert the required amendments to the Contractor’s proposed price and time adjustments or other factors]. 
Would you please advise, as soon as possible, whether you are prepared to proceed with a proposal that incorporates these amendments?

Yours sincerely,

[Insert name of Principal’s Authorised Person]
Principal’s Authorised Person
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