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Price Variation Mechanism Reform in the Public works 
Contracts

Topics:

• Past Price Variation Mechanisms (PV1 & PV2)

• Interim Amendments to the PV clauses

• Material Inflation/Supply Chain Co-operation Framework (Ex-
gratia agreement)

• Clause 15 Price Variation Mechanism and Workbooks



Price Variation Mechanism Reform in the Public works 
Contracts

Original PV mechanisms

• PV1 – Proven Cost Method
• Fixed price period - 30 months after contract date

• PV2 – Formula Fluctuation Method
• Fixed price period – 36 months after the designated date

NO RECOVERY OUTSIDE OF THESE PERIODS EXCEPT FOR 
HYPERINFLATION 



Original PV mechanisms

PV1 – Hyperinflation PV2 – Hyperinflation



Interim measures
7th January 2022

• Interim measures introduced for PV1 and PV2.

• PV1 is the default mechanism – Materials only

• PV2 optional  - Materials and fuel

• Applicable factor (PWCF 1-5 & NN)

• Adjustment for Tender Inflation (PWCF 6)

• Reduced Threshold for material inflation during the fixed price period is 
15%.

• Fixed Price Period – 24 months from Tender Indexation Date (TID)

• After the fixed price period the old PV mechanisms return.

• NB – Only for contracts from this date.



Material Inflation/Supply Chain Co-operation Framework

Key points

• Namely for projects with contract version date prior to 7th January 2022* 
(Category 1 & 2)

• Recovery only permissible from January 2022

• Scalable solutions based on the contract type.

• Workbooks and guidance prepared for ease of use.

• Tutorial materials provided

• All based on Central Statistic Office (CSO) indices

• No entitlement to enter the agreement – outside contract

• No additional Government Funding available – Capital ceilings apply



Clause 15 – Price Variation – July 2023

Key Points –

• No more Applicable Factor (AP)

• Fixed price period is only for Labour (24 months from Designated 
Date)

• Materials and fuel are indexed linked from Designated Date.

• PV mechanism is dependant on CSO indices.

• Threshold has been reduced (Threshold range 3-10%) for inflation

• Threshold of -10% for deflation

• Updated Guidance and workbooks



Clause 15 – Price Variation – July 2023

Extract from PWCF1



Clause 15 – Price Variation – July 2023



Clause 15 – Price Variation – July 2023



Clause 15 – Price Variation – July 2023



Clause 15 – Price Variation – July 2023

What are the main changes in the operation of the revised PV clause and 
mechanism?

• Not a claim 

• Clause 15 now carries an entitlement for the contractor

• ER (with assistance of cost consultant) must complete the exercise.

• Carried out at least 1 month in arrears (in line with CSO index 
publication)

• Relevant to index at Designated or Recovery Date – Ref Clause

• Paid within the contract.

• Allows for permitted Increases and Decreases.



Form of Tender and Schedule
Contract Form Proportions of 

Labour, Materials, 

Fuel, Plant & Non-

Adjustable 

overheads

Permitted 

Increase 

Threshold

Indices and 

Weighting for 

Material 

Categories

Indices and 

Weighting for 

Fuel Categories

PWCF 1-4

Clause 15

Appendix 4 Part 1 Appendix 4 Part 2 Appendix 5 Part 1 Appendix 5 Part 2

PWCF 5

Clause 15

Appendix 4 Part 1 Appendix 4 Part 2 Appendix 5 Part 1A 

& Part 1B (all 

Materials option)

Appendix 5 Part 2

PWCF 6

Clause 18

Appendix 3 Part 1 Appendix 3 Part 2 Appendix 4 Part 1A 

(all Materials 

option)

& Part 1B

Appendix 4 Part 2

Appendices are completed by the Design Team prior to tender. Contractors may offer opinions on the 

weightings within the tender period. No adjustment after tenders submitted. Slight difference in approach 

with D&B. 



Scalable Approaches

• The full workbook would not suit all project types.

• Hence 3 work books
• PWCF 1-4

• Options for Full CSO categories or 11 main CSO categories

• PWCF 5
• Options for Full CSO categories, 11 main CSO categories or All Materials category

• PWCF 6
• Options for 11 main CSO Categories or All Materials Categories

NOTE: Sub-categories and Sub-sub-categories take precedence over the main categories



Workbooks

www.constructionprocurementreform.gov.ie

Pillar 3 - https://constructionprocurement.gov.ie/standard-forms-
for-cost-planning-cost-control/

http://www.constructionprocurementreform.gov.ie/
https://constructionprocurement.gov.ie/standard-forms-for-cost-planning-cost-control/


Workbooks

How To Guide is provided.

Work books are set up for 40 months

– if your project is larger set up 

additional workbooks anytime you 

complete one.






