		Contract Management
Task 01
1.1 A Brief Report On Differentiating Relative Alternative Procurement Routes Available For The Given Project

The client, management of BCAS, who has decided to bring all branches of the college under one umbrella and a plot of land which has been purchased in Dehiwala to build six storey building. As the advisor of the client, I have been requested to differentiate relevant alternative procurement routes available for the project. 
Procurement is the process that is used to deliver construction projects. The definition of “complete process of obtaining goods and services from preparation and processing of a requisition through to receipt and approval of the invoice for payment”. Clients who have made the major decision to build are faced with the task of procuring the construction works that they require.
As a result of adopting procurement method to carry out construction project is inevitably important factor; hence procurement method defines the contribution and contractual relationship of the client and contractor. It provides and defines the contractual liability of both parties in terms of legal matters.
There are some factors to be considered while selecting a project.
· Cost
· Quality
· Size of the project
· Productivity
· Time
· Complexity

Now we can focus on what is the main purpose of considering following alternative procurement methods as the client wishes to have the expertise and the experience of a contractor and also the client expects an early start to the project.
As the advisor of the client the alternative procurement methods such as, Design and Build and Management Contacting. Which have been considered by me, have been described below with the advantages and disadvantages. 
Design and Build
Design and build is a fast track strategy. Construction can start before all the detailed design is completed, but at the contractor’s risk. Under a design and build strategy, contractor is responsible for the design, for the planning, organization and control of the construction and for generally satisfying the client’s requirements, and offers his service for inclusive sum.
A variant, known as “develop and contract”, describes the strategy when the client appoints designers to prepare the concept design before the contractor assumes responsibility for completing the detailed design and constructing the work. By transferring risk to the contractor, the client loses some control over the project. Any client requirement that is not directly specified by the client in the statement of requirements provided in the tender documents will constitute a change or variation to the contract. Changes are usually more expensive to introduce after the contract has been let, compared with other types of strategy.
In design and build method, the client may use the services of an independent architect and quantity surveyor to advise him on the contractor’s proposals as to the design and construction methods and as to the financial aspects respectively. The client may also appoint an agent to supervise the works and generally to act on his behalf to ensure that the contractor’s proposals are compiled with.
The Main Advantages of a Design and Build Strategy Is As Follows
· The client has only to deal with one firm, significantly reducing the need to commit resources and time to contracting with designers and contractors separately.
· The strategy enables an integrated constructor contribution to the design and project planning.
· The client is aware of his total financial commitment from the outlet.
· Close intercommunication between the contractor’s design and construction teams promotes co-operation in achieving smoother running of the contract and prompt resolution of site problems.
· Reduced total project time due to early completion is possible because of overlapping activities.

The Main Disadvantages of a Design and Build Strategy Is As Follows
· Difficulties can be experienced by clients in preparing an adequate and sufficiently comprehensive brief.
· Variations from the original design are discouraged by the contractor and, if allowed, are expensive.
· The client has no means of knowing whether he getting value for money unless he employs his own independent advisors, which adds to his cost.
· If the contractor’s organization is relatively small, he is unlikely to be as expert on design as he is on construction, and the resulting building may be aesthetically less acceptable.

Management Contracting
Management contracting is a “fast track” strategy. All design work will not be completed before the first works contractors start work, although the design necessary for those packages must be complete. The main characteristic of management contracting is that the management contractor does none of the construction work himself but it is divided up into work packages which sub-let to sub-contractors, each of whom enters into a contract with the management contractor. The management contractor is nominated by the client on the basis of the contractor’s previous experience or is selected by competition based upon tenders obtained from a number of suitable contractors for the management fees and prices for any additional services to be provided before or during the construction period. The successful contractor will then enter into a contract with the client.
The management contractor’s role consists of providing a construction management service on a fee basis as part of the client’s management team- organizing, supervising and managing the construction works in co-operation with the client’s other professional consultants. Further, he provides and maintains all the necessary site facilities, such as offices, storage and mess huts, and power supplies and other site services, common construction plant, essential attendances on the works contractors and dealing with labor relation matters.
Where the management construction team is not of the highest quality, or where the management fee is inadequate, the management contractor can be less than pro-active and the system can become a reactive. It is, therefore, vital to select the management contractor carefully and to ensure that his or her fee is appropriate, bearing in mind market conditions. Similarly, resistance to works contractors’ claims can be affected by the same circumstances.
The Main Advantages of a Management Contracting Are As Follows
· Work can be beginning on site as soon as the first one or two works packages have been designed.
· There is a relatively good time saving potential for the overall project due to the overlapping of the design and construction processes.
· The strategy enables constructor contribution to the design and project planning.
· The contractor’s principal knowledge and management expertise are available on to assist the design team.
· Where the nature and extend of the work may be uncertain, as in refurbishment contacts, the design of latter work packages may be delayed until more information becomes available as the work progresses, without extending the construction period.
· The contractor, being part of the client’s team, is able to identify with the client’s needs and interests. Because works contracts are entered into close to the time of their commencement on site, they can be based on firm price tenders.

The Disadvantages of a Management Contracting Are As Follows
· The client must provide a good quality brief to the design team as the design will not be complete until the client has committed significant resources to the project.
· Uncertainly as to the final cost of the project until the last works contract has been signed.
· The number of variations and the amount of re-measurement required may be greater than on traditional contracts because of the greater opportunity to make changes in design during the construction period, because of problems connected with the interface between packages are sometimes let on less than complete design information.
1.2 Evaluation For The Most Suitable Alternative Procurement Method
For The Given Project

As the advisor of the client, an evaluation for the most suitable alternative procurement method for the given project has been described from relative alternative procurement methods which were mentioned on the above brief report.
As the client wishes to have expertise and experience of a contractor and also an early start to the project, as I am the advisor for the client, I have been given the responsibility to select most suitable alternative procurement method. In this regard, I have considered advantages and disadvantages of the alternative procurement method and from those factors I have evaluated the most suitable method for the given project.
In management contracting system, work can begin on site as soon as the first one or two work packages have been design. Another advantage of this method is the contractor’s principle knowledge and management expertise are available on to assist the design team. Although, there are advantages in management contracting method as mentioned above, the following factors make unsuitable for the given project. 
These factors are: Uncertainly as to the final cost of the project until the last works contract has been signed. The number of variations and the amount of re-measurement required may be greater than on traditional contracts because of the greater opportunity to make changes in design during the construction period, because of problems connected with the interface between packages are sometimes let on less than complete design information.
As the advisor of the client, after evaluating all the relevant alternative procurement methods, I have selected the Design and Build method as the most suitable system for the given project. The following evaluation is for selecting the most suitable procurement system for the given project.
When we evaluate the design and build procurement method, it can be mentioned the sole responsibility on the contractor and contractor also responsible for failure in the design or construction. Another positive point of this method, that the client has only one person to deal with. Because the contractor has a design team which includes architects, quantity surveyors, structural engineer etc. Other advantage of this method is the client is aware of his total financial commitment from the outset and also this method reduces project time period.
The design and build procurement system is the main member of this category, with variants of that method making up the remainder of the group. The principal variants that are dealt with here are novated Develop and Manage, Develop and Construct, and Turnkey methods of procurement.

Turnkey
This system is, as the name implies, a method whereby one organization, generally a contractor, is responsible for the total project from design through to the point where the sky is inserted in the lock, turned and the facility is immediately operational.
Develop and Manage
In this procurement system, a single organization is appointed to both design the project and manage the construction operations using package contractors to carry out the actual work.
Develop and Construct
Where the client has the design prepared to concept or scheme design stage and the contractor takes on ‘finishing off’ the design and construction. The contractor may re-employ the original designers to complete the design. 
From the above mentioned variants of design and build procurement methods, as the advisor of the client, I have selected “Develop and Construct” as the most suitable procurement method for the proposed six storey building which has been proposed by the management of BCAS to bring all the branches under one umbrella. Because the designer of the client has already prepared a sketch plan for the project.
Therefore the management contracting is not possible method to implement the project. When select the management contracting all the documents should need. The management contractor is nominated by the client. He does none of the construction work himself. But in the proposed six storey’s building project design part should done by main contractor. For these reasons management contracting alternative procurement method is not suitable.  
Suitable Alternative Procurement Method: - DEVELOP AND CONSTRUCT 
The design and build arrangement is an attractive option for clients. It simplifies the contractual links between the parties to the main contract because the contractor accepts the responsibility for designing and constructing. 
The benefits include: single-point responsibility, prices which reflect more closely the final cost to the client, inherently more buildable designs and an overlap of design and construction phases leading to early completion. A distinction is sometimes drawn between design and build and package deal, the latter being an agreement for the contractor to provide a semi-standardized or off-the-peg building which can be adapted to meet the client’s needs. The contractual arrangement known as ‘Turnkey’ allows a client to procure from a single contractor all the requirements of a scheme in the shortest possible time. Apart from the usual design and construction responsibilities the agreement will often include land acquisition, short and long-term finance, commissioning, fitting out and recruitment and training of personnel.
Advantages of this method
· Single point responsibility: If problem arise during the works, the contractor is unable to place blame with the client’s consultants and will be motivated towards the reduction of design problem and mitigation when they arise.
· Price certainty prior to construction: Provided there are no client changes, a high level of price certainty exist.
· Reduction project duration: This is made possible due to the overlap of the design and construction phases.
· An improved degree of build ability: This may be achieved since the contractor has a greater opportunity to influence the design, although in practice, this will depend on the level of design direction contained in the employer’s requirements.

Disadvantages of this method
· Client’s reduced ability to control design: The scale of this concern depends on the design and builds approach adopted.
· Commitment prior to full design: In essence the client contracts to buy a building that is yet to be fully designed.
· Difficulty in comparison of tenders: The evaluation of the differing designed alternatives contained within the contractors’ proposals may add a significant complexity to the normal tender review process.
· Cost management difficulties: A much reduced level of price information is available to the client’s surveyor, creating significant cost management problems. 












1.3 Conditions of Contract Applicable For the Selection Project
Introduction
The standard conditions most widely used for building projects are those in the range produced by the Joint Contracts Tribunal (JCT). A list of the JCT Standard Form and relative clauses of Contract are given below:
JCT Standard Building Contract 2005 edition (JCT 05)
To coincide with the publication of the 2005 edition the JCT ended its long association with the RIBAs’ publishing house and the forms of contract are now published by Sweet & Maxwell. In addition, the format and appearance of the JCT forms were given a facelift in order to simplify the interpretation of clauses. Since the last edition of the JCT Standard Form in 1998 competition from other forms of contract has become more acute, in particular the New Engineering Contract and the Project Partnering Contract 2000 and this pressure has forced the JCT to update the structure and the clarity of the JCT form. One of the major changes is the elevation of mediation as a form of dispute resolution. The 2005 edition states that mediation ought to be considered as the very first condition in the dispute resolution clause. In addition, a number of familiar JCT phrases have been amended in the 2005 edition, for example ‘Defects Liability Period’ becomes ‘Defects Rectification Period’ and ‘Certificate of Completion of Making Good Defects’ has become ‘Certificate of Making Good’. In addition, nominated sub-contractors have been replaced by named sub-contractors.










Task 02
2.1 Report on Appraisal of Relevant Tendering Methods for Construction Project
The construction of modern project is an extremely complex process, and the modern construction industry is increasingly characterized by a greater and greater degree of specification. So the selection of a contractor to execute the works of a construction project is normally done on the basis of tendering. A wrong choice may be lead to any dissatisfaction of the client or contractor. It is therefore anyone contractor will not suitable for anyone job. For example pilling, the normal building contractor may not be able to do pilling, so to select appropriate contractor the way is tendering.
Some factors are considered by client’s professional team when selecting a suitable contractor.
· That is financially stable and has a good business record.
· The size of the project, which is neither too small nor too large.
· That has a good reputation for good quality workmanship and efficient organization.
· That has a good record of industrial relation.

[image: ]There are several methods of tendering which are practiced depending on the nature, time and cost of the construction project. Those methods and their advantages and disadvantages have been described as following: 
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Open Tendering
Under this method contractors are invited to bid by means of advertising the tender notices in local news papers, and the main details and characteristics are given in the news papers. To limit the number of bidders a refundable tender deposit or tender bond is required. This sum is refunded at the submission of the tender. The advantages and disadvantages are as follows.
Advantages
· There is no favouritism as might be brought where a selected is drawn up.
· Gives the maximum benefit to the client through competition.
· It gives an opportunity to capable firm to submit a tender.
· Due to high competition bidders submit their tender at lowest price.
· The cost of tendering can be covered by refundable tender fee.
Disadvantages 
· There is no guarantee that the lowest bidder is capable or financially stable to execute the construction project.
· There is a danger that a firm inexperienced in preparing tenders may submit the lowest tender.
· The total cost of tendering is increased.
· The evaluation of tenders, for the client becomes difficult.
· It will take more time, so the commencement of project will delay.
· It is impossible to maintain parity of tendering whether more number of bidders is participated.

Selective Tendering
Under this procedure, Clients with a continuous program of works, select a small number of tenderers, from register of approved tenderers, who are considered to be suitable to carry out the project. Client will maintain the register by regular public advertisement for inclusion of other tenderers and by regular review of those on the register against advertised criteria. In this method the number of tenderers should be limited to between five and eight, depending on the size and nature of the contract, selective tender might be either single stage or two stages 
Single Stage Selective Tendering
Under this method short list of contractors based on their experience, performance and financial strength are invited. It gives an opportunity to the client to eliminate the unsuitable bidders.
Two Stage Selective Tendering
This procedure almost same like the single stage selective tendering but the difference is that bringing the contractor to the design stage thus making use of the practical knowledge and expertise. It may also result in an earlier start on site.
This method enables the design team to make use of the contractor’s expertise. The contractor also becomes involved in the planning of the project at an early stage.
First Stage
The first stage consists of the selection of the contractor on the basis of a competitively priced tender but with minimal information provided. The submission is on a basis of the layout and design of the works, clear pricing documents relating to the preliminary design and specification, and the conditions of contract.
Second Stage
In the second stage the employer’s professional team collaborates with the selected contractor in the design and development of production drawings for the whole project. A bill of quantities (or it may simply be priced on drawings and a specification) is prepared and priced on the basis of the first-stage tender. If an acceptable sum is produced the contract documents are then prepared. This method is considered to be useful for building works of a large or complex nature, where the brief is unlikely to change. It is recommended for projects where the design and construction phases may overlap and the contractor’s design expertise can be utilized.
Advantages
· It ensures that only capable and approved firms to submit the tender.
· It tends to reduce the aggregate cost of tendering.
· Tender evaluation is convenient.
· At the design stage or rather tender stage itself the contractor, client and consultant could build up a good relationship.
· Under Two stage tendering method, the contractor’s proposals and suggestions can be taken into account in terms of cost, quality and time.

Disadvantage
· The cost level of the tenders received will be higher, owing to their being less competition and also to the higher calibre of the renderers.

Nomination
This is sometimes referred to as a special case of selective tendering, the short list containing only one name. It is used when the client has preference for a particular firm, often because it has done satisfactory work for him before.
When the contractor is nominated, a process of negotiation will arrive at the contract sum. This may be done using bill of quantities or schedule of rates, but instead of the contractor pricing the tender document on his own and submitting his tender to be accepted or rejected, the rates and process are discussed and agreed until eventually a total price is arrived at which is acceptable to both sides
Advantages
· Client could get the maximum benefit for the money spent.
· It saves time and being able to commence the work as early as possible.
· Additional cost incurred by preparing tender documents will be saved.
· The contractor’s proposals and suggestions can be taken in to account when executing the project.
· Creation of a team spirit between professionals and contractor and elimination of many claim items during the contract period and in the final account.

Disadvantages 
· There is no competition so the tender sum can increase.
· There are more negotiations before come to a decision, so time spent for that is more.

Serial Tendering
In large projects which have to be carried out in phases, a combination of selective tendering and nomination has to be adopted. This is known as serial tendering. For the first phase the client can choose selective tendering. But for the other phases, the provision is made for the amounts by adding a formula to update the prices. This is done by the negotiations with the contractor based on the new rates or payments for other phases.
Advantages 
· During the construction process the additional cost involved in putting up site offices, machinery, equipments and plants etc can be saved.
· Being able to familiarize with the similar construction activities could given extra benefits to the client in terms of cost and quality.

Disadvantages
· To determine the amounts of later phases the time will be spent more.
· At the beginning itself the approximate cost of the project cannot be predicted.














2.2 Scope of the Tender Documentation Required For Tendering
For the tendering process several documents are required which gives the relevant information about the project. These documents will lead the estimator and the firm to submit a document which is the most appropriate required project. These documents will specify how the project would be carried out and the things which should be included in a tender.
[bookmark: _Toc242512038]Tender Documents
The number and nature of the tender documents will vary with the type of contract. They will include some or all of the following.
[bookmark: _Toc242512039]Conditions of the Contract
This document sets out all the obligations and rights of the parties and the detailed conditions under which the following contract will work. 
If a standard form, such as the JCT, ICTAD Form etc… then it is used and it will not be sent out with the tender documents, since it being assumed that the tenderers will have a copy or can readily obtain one. 
However clause headings will be listed in the preliminaries section of the bills of quantities or specification.
[bookmark: _Toc242512040]Bills of Quantities
· These are normally used for contracts based on Bills of Firm Quantities or Bills of Approximate Quantities. 
· For government contracts this is issued in duplicate. 

[bookmark: _Toc242512041]Specification
· In the case of lump sum contracts without quantities, a detailed specification is produce instead of a Bills of Quantities and it will be supplied to the tenderers. 
· A specification may be in a form for detailed pricing.

[bookmark: _Toc242512042]Schedule of Prices
· As an alternative to a specification in the case of without quantities contracts, tenderers may be supplied with a Schedule of Works.
· In this lists the work comprised in the contract under appropriate headings. So the tenderers may be required to price the schedule.

[bookmark: _Toc242512043]

Drawings
· Normally it’s a general arrangement where drawings are provided which shows the site location, position of the building and other means of access to the site and floor plans with the elevations. 
· Tenderers are not normally given working drawings however they are informed that they can inspect drawings not supplied to them, at the consultant’s office.

[bookmark: _Toc242512044]Form of Tender
· This is a pre-printed formal statement, often in the form of a letter in which a tenderers fills in all the blank spaces, his name and address and the sum of money for which he offers to carry out the work shown in the drawings and described in the bills of quantities or specification.

[bookmark: _Toc242512045]Return Envelope
· Each tenderer should be supplied with a pre-addressed envelope clearly marked “Tender for (name of Project)”. This will ensure that tenders are recognized as such when received and will not be prematurely opened.

[bookmark: _Toc242512046]Instructions to Bidders 
· This is a statement in which states under which conditions the tender should be submit. This includes, from whom and where tender document can be obtained, closing date and time of the tender, amount of the refundable tender deposit and/or tender bond etc. 



Task 03
3.1 (a) Factors Which Decide Whether To Tender or Not For the Project
Our construction company has been invited to tender for a project based on bills of quantities. When deciding to tender, there are some factors that will affect whether to tender or not. In this regard, as the senior estimator of the construction company, I put forward the factors that should be taken into account in deciding to tender have been described below.
The Decision To Tender Can Occur At One Of Two Stages:
1). When pre selection enquiries are invited by a client or his consultant, the contractor will make a decision based upon an outline of the tender information available at that stage. This intention to submit a tender must be re-confirmed when the full invitation to tender and supporting documentations are received.
2). When the pre selection procedure has not been followed the contractor may find that tenders arrive without prior notice. In such instances, only one opportunity exists to evaluate the project and decide whether or not to tender for a project.
The Factors Affecting the Decision to Tender
1. Reputation of the Client and Consultant:
Initially the contractor has to be looked in to the name of the clients and consultants. In general the client or consultant will give a brief description about themselves (by introducing their previous and current projects).  
2. Inspection of Tender Document:
The estimator must inspect the tender document before preparation of the cost estimate and a check list must be established of the document received. Inspection of the tender document must seek to achieve the following objectives.
· Whether the documents received are those in the empire the letters.
· The document and the information are adequate for accessing costs.
· Sufficient time is available for production of the tender.

3. Information Required For Preparation Of Estimate:
For the preparation of the tender programme and check whether all the required information for tendering is available like
· Drawings
· Specifications
· Schedules
· Technical report
· Programme work period for major nominated sub-contractors
· Bills of quantity

All the documents must show the date of the original issue and the date nature of subsequence amendment. The drawing listed in the bills of quantity or drawing issue forms will be issued with the tender document.
4. Form of Contract and Conditions of Contract:
The particular contract conditions must be identified and any changes to the standards forms of contract noted. Minor alteration can significantly affect the contractor’s cash flow, the funding needs of the project, the risk allocation and the responsibilities of the respective parties to the contract.
5. Workload and Time Table:
The company management must be decided on the workload. This concerns the objectives and needs of the company for workload and also the availability of the resources to construct the project.
6. Types of Work and Resources Needed:
In making a decision to tender, the contractor will examine the type of work involve in the proposed project. Type of work includes, such as new building or refurbishment, industrial, commercial or housing projects. A construction company needs to maintain five ‘M’ resources to carry out a project, such as Money, Material, Machinery, Manpower and Management. If they are in the position of lack of any resources, they have to consider whether they can outsource or not.
7. Management Decision: 
In a construction company the decision of taking over a project depends on the management decision. This decision is taken after the consideration of the contract document, workload, type of work and the available resources needed for the project.
Management will decide whether to tender or not based on this report prepared by estimator.



3.1 (b) Methods of Collection of Information for Tendering
Estimation and tender for the preparation of tender programme, as the senior estimator of the construction company I recommend the following methods that can be employed to collect the required information for the tendering process. Essentially, the tender documents are scrutinized again in a new light with the objective of deciding what further information is required to prepare the tender. The activities that ensue are now described with examples of appropriate check lists and records.
Programme Estimate
· The activities schedule should be translated into a programme which is usually in bar chart form.
· This will act as a guide of the responsibilities and the personnel involvement in the preparation of the tender. 
· Also the progress can be checked at regular intervals to ensure that the tender is completed in the very limited time available.

Checking Tender Documents
· The tender documents should be checked for completeness, and any difficult contract conditions should be noted for later consideration. An enquiry record should be completed. 

Enquiries to Supplier
· Enquiries may be sent to builders’ merchants who stock and supply an immense variety of materials such as tiles, L iron, cast iron pipes and fittings, water proofing materials, roof covering materials. However, where full loads are required, such as aggregates or bricks, enquiries are usually sent direct to the suppliers.

· In any event it is necessary to obtain competitive prices from several suppliers wherever it is possible. To avoid undue expense on the part of suppliers the quotations should not normally be requested from more than four suppliers for the same material or product. The enquiries should state:

1) Site address
2) Delivery restrictions and access problems
3) Material description and specification
4) Quantity, quality and delivery programme
5) Form of sub-contract to be employed
6) Date by which the quotation is required 
7) Conditions of Purchase.


Enquiries to Sub-Contractors
· The enquiries are more complex than those sent to suppliers since fixing is involved. Consequently the presence on site of sub-contractors’ personnel and perhaps machines is required.  Thus the following additional points should be stated.

1) Plant and other facilities to be provided by the main contractor:
2) Form of sub-contract to be employed.
3) Contract conditions as stated in the appendix such as terms of payment and applicable fluctuations clause
· The quotations when received should be summarized to determine which is the cheapest that meets all the requirements. The following headings would be appropriate in such a summary.

1) Name of sub-contractor 
2) Sub-Contractors conditions and qualifications
3) Plant, scaffold and special requirements
4) Quotation amount
5) Discount 
6) Firm price allowance (if required and not included in quotation)
7) Total amount included in BOQ

Site Visit and Visit to Consultant
· Visit to the site must be made on preliminary assessment of the project has been carried out and the provisional method and sequence of construction is established during the site visit an opportunity must be used to examine the general locality and to establish the extent of other building works in the area. Visits should also be made to local labour agencies and suppliers in the area.

· The estimator may need to visit the consultants for the information needed in preparation of the tender. The information needed may be further drawings, site investigation report etc... 







3.2 (a) Method of Preparation of a Tender for Submission
Tender Program:
The tender programmed is a vital document for the construction if the contract is secured this program represents the contractor’s intentions at the same time of tender upon which the pricing of the work was based. 
The contractor will not be required to submit a program with his tender, but may be required to conform by signing the form of tender that all the works will be executed in accordance with the commencement and completion date stated. However good estimating practice dictate that the contractor must prepare a tender program to,
· Verify that the date given for completion is possible
· Maximize the efficiency of the resources.
· Price the time related element in particular staff and site commendation, temporary works and general plant.
· Establish the method and sequence of working. 

Before the submission of the tender there are some activities which are done by the Management and estimator as follows.
[bookmark: _Toc242512060]Composition of Net Unit Rates
During tendering procedure while composition of net unit rate for an item of work is built up in three stages.
Stage 01
The establishments of all in rates for the Items that will be incorporated include:
· A rate per hour for the employment of labour. Different rates will be established for the different categories of labour that will be used on a project
· An operating rate per hour for an item of plant. This is for plant supplied with or without an operator and the rates are established from the contractors own data or from quotations received from plant hire companies.
· A cost per unit of material delivered and unloaded at the site. This involves comparison of the various quotation received for materials and selection of one of these for use in the estimate.

The cost of labour and some plant items are established after the visits to the site and consultants. It is also necessary to complete the tender programme and method statement before finalizing these prices.

Stage 02
· The selection of methods and production standard from the contractor’s data bank or other sources. These standards are used in conjunction with the all in rates calculated in stage one to calculate net unit rates which are set against the items in the bills of quantity. Alternatively rates received from sub contractors are used.

Stage 03
· The incorporation of rates from specialist rate contractors including those offering ‘labour only’ services either producing the whole or part of a rate.

[bookmark: _Toc242512061]Calculation of Net Unit Rates
Contractors can measured net unit rate means excluding profits and overheads which can be shown later once it is inserted as a lump sum on the general summary page of the bills or while calculating unit rates for inclusion in the bill of quantity, consideration must be given to the factors which can influence the cost of the work. 
Prime Cost Sums   
Nominated Suppliers and Nominated Subcontractors
Standard methods of measurement state that the costs of materials from nominated suppliers and nominated subcontractors are to be identified in the tender documents as prime cost sums. A separate item in SMM7 (A51) and (A52) is also given for the contractor to add his profit.
There is a right of objection to a particular nominated subcontractor because it would be contrary to contract law if a party is forced into a contract unwillingly.
[bookmark: _Toc242512062]Attendance
Attendance is define as the labour, plant, materials or other facilities provided by the main contractor for the benefit of the subcontractor and for which the subcontractor normally bears no cost. 
The estimator must decide how to price general attendance and special attendance relating to nominated subcontractor. The attendances may be priced in the project overheads schedules or on the schedule of prime cost sums and attendances form.
[bookmark: _Toc242512063]Provisional Sums
The provisional sums are included in bills of quantity for items of work which cannot be fully described or measured in accordance with the rules of method of measurement at the time of tender.
There are three types of provisional sum:
1) Provisional sum for defined work 
2) Provisional sum for undefined work
3) Provisional sum for works by statutory authorities

The contactor must make due allowance for the programming, planning and pricing preliminaries
Dayworks
Contractors must understand the circumstances in which varied or additional work will be valued on a daywork basis. It normally occurs where variations cannot be valued by measurement using bill rates or comparable rates, nor by negotiation before an instruction is issued. 
The prime cost of dayworks can be defined in many ways and care must be exercised in reading the definition in the tender documents
As day works are calculated inclusive of an allowance for overheads and profit they should like provisional sum added in to a final summary after the application of overheads and profit.
Completing Cost Estimates:
All net unit rates have been completed and allowance is calculated. These totals are mainly labour, material, plant and domestic sub contractors.
The extension of bill rates to totals and summaries are carried out to reduce the errors and to put various sub totals relating it elements of the work as necessary.
[bookmark: _Toc242512065][bookmark: _Toc242512066]Final Review:
The final review of an estimate and its conversion to a tender is the responsibility of management and is a separate commercial function based upon the cost estimate and it’s supporting reports and documents.





            
3.2 (b) Conversion of an Estimate to a Tender
Final review of an estimate and its conversion to tender is the responsibility of the management and is a commercial function based upon the cost estimate and it’s supporting reports and document.
The accountability of the estimator should be limited to the proper preparation of the predictable cost of a project. It must be considered as responsibility is to secure for the company that is the responsibility of the management.
Final Review Adjustment:
This is the last adjustment but when the recourses summaries of the company have been completed, it is not likable to change them because.
· A tender could become confused and time is wasted by copying them again.
· Mistakes are easily made when summaries are changed during the meeting.
· The computer reports would no longer match the summary forms.

Calculating Value Related Items:
There are some items, which are calculated from the total value of work, as a proportion f them. Such are contractor’s insurance, performance bond, water for the works, professional fees for design and etc.
Final Summary:
In order to come to a final tender price before final review meeting the estimator prepares the first subtotal and he completes the final summary form. Provisional sums and day works are added after the mark up is decided because they include an amount for profit.
Final Review:
This is commonly carried out by the management. It is a function of the last review and converts the estimates to the tender based on cost estimates and estimators report.
Final Review Meeting:
After the final review, a meeting is hold and some decisions are taken by management concerned with estimating, planning, management and buying must be encouraged to communicate the knowledge they have acquired throughout the estimating stage to the review panel. And the management will be decided the tender margin level.
At the end of the final review meeting there may be some other decisions will be taken before submit the tender.
· Which documents will be submitted with the tender?
· If an alternative method is to be offered then another price may need to be settled by the review panel.
· Quotations which may vary the requirements of the tender documents neither are generally nor permitted by the clients.
· In order to provide a positive cash flow for the duration of the project it is important to decide how rates are to be apportioning in a bill of quantity to be submitted at the tender stage.

Preparation of Priced BOQ:
A priced BOQ will submit with the tender because the management must decide how the difference between the total of the net rates in draft bills and the agreed tender figure is to be shown. At the very simplest level it is likely that the estimator will have the priced bill net and the total of the net priced bill will need to be reconcile with the tender figure, in other words the mark up decided by management during the adjudication stage will need to be incorporated in the bill rates. There some methods to show the agreed sum in the BOQ.
· All amendments being made to the respective elements of the tender. This means substantial reporting of the BOQ and a balance inserted in the preliminaries bill.
· Unit rates increased by an agreed percentage so that the whole difference is included in the measured items.
· The unit rates remain net and whole difference included as an adjustment on the final summary page providing this is considered to be acceptable to the client.
· The unit rates remain net and the difference inserted in the preliminaries bill.
· Any combination of those methods.

Tender Submission
The estimator must ensure that the procedure set out in the tender document for the submission of tender is followed,
The form of tender and other declarations must be completed as required and signed by an authorized person from the constructor’s organizations.  A letter should be attached to the forms to list the documents and confirm amendments received during the tender period any other remarks about the technical content or priced may be viewed as a quotation to a tender and so should be avoided.




Task 04
Tenders Were Called For a Project Based On Bill of Approximate Quantities and the Tenders Are To Be Evaluated By You and To Prepare a Report
4.1 (a) Explanation for the Procedure of the Evaluation of Tenders
For the evaluation of tender the tender should be submitted with the relevant documents. Ones the lowest tender is identify the quantity surveyor should proceed to look at in details. In most cases the supporting documents will be the Bills of quantity and some time the schedule of rates. But in this case tenders were called for a project based on Bills of Approximate Quantities.
The quantity surveyor, when evaluating Bills of quantity will look for errors of any kind and for any anomalies which in his opinion makes it unwise for the client to enter into a contractual relationship with the tenderers.
The reason for the evaluation of the tender in detail is to reveal arithmetical errors. This would not be wise to whole the contractor to the tender sum. The things which the quantity surveyor will look for when evaluating BOQ will be of the following kinds.
Arithmetical Errors:
These errors may occur:
· In the item extension
· In the totalling of the page
· In the transfer of a page total to collection or summaries
· In the calculation of percentage additions on the grand summery sheets
· By rounding off the bill total when carrying it to the form of tender

Pricing Errors:
These are patent errors not matters of opinion as to whether a rate is high or low. A patent error will sometimes occur where, in the transition from cube to superficial measurement, or from superficial measurement to linear, the estimator has continued to use the basic cube rate for the superficial items, or the basic superficial rate for the linear items. Such errors are obvious and not the subject of opinion.
Another type of patent error is where, apparently by an oversight, an item has not been priced at all which one would normally expect to be priced. Again, identical items in different sections of the bills may have been priced differently without there being any good reason.


Pricing Methods:
Sometimes a tenderer will not price most or any of the Preliminaries items, their value being included in some or all of the measured rates. This might create difficulty should any adjustment of the value of 'Preliminaries' become necessary.
Some contractors may price all the measured items at net rates and showing the overhead and profit the latter as an inserted lump sum on the General Summary page of the bills.
This is unsatisfactory when using the bill rates later on and the tenderer should be asked to distribute the lump sum throughout the bills or to agree to its being treated as a single addition to all the prices.
The contractor may price some section of the works which will largely completed in the early months of the job at inflated rates balancing these with low rates in the finishing section. His object is to secure higher payments in the early valuation to improve his cash flow position. This procedure will tend to work against his client interest because if the contractor were to go into liquidation before the contract was completed.
Basic Price List:
The contractor provisions may require the contractor to submit a basic price list of materials upon which his tender is base. This will be use in order to adjust the contract some for any fluctuations in the cost of materials during the contract period.
The Section 6 of Code of Procedure for Single Stage Selective Tendering recommends two alternative methods of dealing with errors in contract bills.
The first is the traditional procedure of informing the tenderer of the errors and asking him whether he wishes to confirm his tender, notwithstanding the errors or whether he wishes to withdraw it. According to the low of contract, where an offer is made to provide goods or services for a certain consideration and the offer may be withdrawn at any time before acceptance.
The second course of action is to inform the tenderer of the errors and to ask him whether he wishes to confirm his tender notwithstanding the errors or whether he wishes to correct genuine errors. If he chooses to correct his errors and the revised tender sum is higher than the next on the list, then his tender will be set aside and the lowest one will be proceeded with in a similar way instead.
The Section 7 of the Code of Procedure Two Stage Selective Tendering contains similar alternatives in relation to first stage tenders. 
One reason why the second alternative has been introduced is that because of the large sums involved in most construction projects. It is client’s interest to allow the correction of such errors as have the effect of increasing the tender sum, if to do so, leaves the tender still in the lowest position.
When the contractor elects to confirm his tender his errors must still be dealt with so that the priced document is arithmetically correct and consistent throughout. The correction of errors must be done in consultation and agreement with the contractor.




















4.1 (b) Tender Evaluation Report
When the examination of tenders is complete by quantity surveyor, he must report to the project manager or the architect and the client as soon as possible. He must remember that the purpose of the report is to enable the client to decide whether to accept any of the tenders and, if so, which one. Consequently, it should concentrate on matters of importance and minor matters, such as the details of arithmetical errors, should be excluded.
The form of the report will vary according to the nature of the tender documents but usually will include the following:
· The opinion of the surveyor as to the price level, that the tender is high, low or about the level expected.
· The quality of the pricing, indicating any detectable pricing method or policy.
· The details of any qualifications to the tender.
· The extent of errors and inconsistencies in pricing and the action taken in regard to them.
· The likely total cost of the project, if not a lump sum contract.

The examination and reporting on tenders for design and build contracts is not as straightforward a matter as for other types of contract. There will be a number of variables, making comparison between tenders difficult. Apart from price differences, they will vary in the construction time, constructional form, quality of finishes, degree of maintenance likely to be required subsequently, and perhaps the anticipated cost of running and maintaining specialist installations.
IZAZ & PARTNERS, 11 Joseph Lane, Colombo-O4, Sri Lanka
Proposed Kurier Village at Ninthaur, Amparai
REPORT ON TENDERS
1. Tender list
Six tenders were received as follows.
Contractor						Tender Sum
Conmix (Pvt) Ltd					Rs    985,727.59
Sierra (Pvt) Ltd					Rs 1,050,890.20
Tudawe Brothers (Pvt) Ltd				Rs 1,058,050.80
Gunethilake Construction (Pvt) Ltd			Rs 1,061,400.50
Sanken Lanka (Pvt) Ltd				Rs 1,062,880.20
N & A Construction (Pvt) Ltd			Rs 1,070,092.90
2. Tender list
 After doing the corrections as follows:
Contractor						Tender Sum
Conmix (Pvt) Ltd					Rs    965,894.71
Sierra (Pvt) Ltd					Rs 1,010,890.20
Tudawe Brothers (Pvt) Ltd				Rs 1,038,050.56
Gunethilake Construction (Pvt) Ltd			Rs 1,041,480.63
Sanken Lanka (Pvt) Ltd				Rs 1,042,080.27
N & A Construction (Pvt) Ltd			Rs 1,050,002.95

The lowest tender is 4.48% below the second lowest tender. It is also within the amount of our last amended cost plan dated 20 September 2009, which was in the sum of Rs 1,005,021.10
3. Bills of Quantities.
The priced bills of quantities submitted by the lowest tenderer, Conmix (Pvt) Ltd, have been examined and the following is a report on our findings.
4. Pricing.
4.1 The general level of pricing is, in our opinion, lower than average for this class of work, even allowing for the present economic climate. We do not consider, however, that this should be a cause for concern in this instance as Conmix (Pvt) Ltd, are well-established contractors in the area with a reputation for good quality work. Also, it is known that they particularly wanted to obtain this contract because of its prominent location and its proximity to their head office.
4.2 The pricing is consistent throughout with no serious anomalies or detectable adverse characteristics.
4.3 A number of arithmetical errors were discovered and have been corrected in accordance with the provisions set out in the tender document. Conmix (Pvt) Ltd has elected to stand by their tender in the sum of Rs. 965,894.71 notwithstanding the errors. Had the tender sum been amended, it would have been reduced by Rs. 19,832.88, which is the net amount of the errors.


5. Recommendation. 
We recommend that the contract be awarded to Conmix (Pvt) Ltd in consideration of the sum of Rs. 965,894.71
01 December, 2009.
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4.2 (b) The Contract Documents Related To the Selective Contract
During the process of awarding the contract of the project, the required relevant documentation has been discussed as below.
Form of Contract:
This is the principal document and will often be a printed standard form, such as one of the variants of the JCT form. This consists of three parts;
1. The Articles of Agreement, which is the actual contract which the parties sign;
The blank spaces must be filled in with the date and names and addresses of the employer and the contractor, a brief statement of addresses of the nature and location of the works, the architect’s name, the numbers of the contract drawings, the contract sum (in words and figures) and the names and addresses respectively of the architect / contract administrator and quantity surveyor.
2. The conditions (sub-divided into five parts), which set out the obligations and rights of the parties and detail the conditions under which the contract is to be carried out;
Some clauses of the conditions in the JCT form contain alternative wording. Attention is drawn to these alternatives in footnotes and to need for appropriate deletions. Such deletions should be clearly and neatly made.
3. Supplemental Provisions (the VAT Agreement), which sets out the rights and liabilities of the parties in regard to value added tax.
Bills of Quantities:
The priced bills submitted by the contractor should show clearly all the amended and corrected rates and prices, etc, which have been agreed between the contractor and the surveyor. If an adjusting amount, equal to the amount of the errors, has been entered in the general summery, then an endorsement should be added indicating the percentage effect on the measured rates and the prices.
Specification:
Where the specification is a contract document, all that is necessary is to endorse on the reverse of the last page the words “This is the specification referred to in the contract” with spaces for the signatures as in the case of bills. The schedule of rates should show clearly all corrections and amendments which have been agreed between the surveyor and the contractor.

Drawings:
It is desirable that each of the drawings should be endorse either “This is a contract drawing” or “This drawing was used in the preparation of bills of quantities” or some similar statement. Many firms have rubber stamps for this purpose.
Copies of Contract Document:
Immediately after execution of the contract, the contractor should be given a certified copy of the articles of agreement, the conditions of contract, the contract drawing, and the contract bills. In practice two copies of these documents are prepared at the same time so that they are identical, including all the initialing and the signatures.
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x  Thatis financially stable and has a good business record.
x  Thesize of the project, which is neither too small nor too large.
x  Thathas a good reputation for good quality workmanship and efficient organization.
x Thathas a good record of industrial relation.
There are several methods of tendering which are practiced depending on the nature, time and
cost of the construction project. Those methods and their advantages and disadvantages have
been described as following: |
.
Open Tendering ‘ Selective Tendering Nomination Serial Tendering
Figure 1"Tendering Methods" Ope
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