
Task 1
1.1-Discribe the tender pricing process of above tender
The builder’s quantity surveyor, having received the necessary instructions and documentation from the client, will set about providing the estimate. Initially the estimator must break the work down into small segments to be priced. If the estimator is provided with a bill of quantities this will have been done by the quantity surveyor.
[bookmark: _Toc209813622]Tender Program
The tender program should identify all tasks up to contract award and give their sequences, dependencies and timing, including all approval and review points. Tender programs must allow enough time for all the necessary steps to occur. In particular, tenderers need enough time to study the Request for Tender documents, consider their options, and prepare their tenders.
When determining start and finish dates or the duration of the tender activities in the program, allow for the following steps or activities with the times needed (using the times indicated by similar previous tender processes and timing guidelines): 
· Investigations, which may include market research or consultation with clients; 
· Determining viability, cost benefit analysis and design/scope; 
· Obtaining funding approval or confirmation; 
· Obtaining necessary internal and external approvals; 
· Preparation of Request for Tender documents 
· The tender period 
· Evaluation of tenders and the gaining of approvals for and 
· The award of a contract 
In planning and managing the tender process, particularly in setting times, it is important to consider the availability of personnel to undertake the individual activities involved. 
· Visit to the Consultant
The estimator may need to visit the consultants, particularly when further information is needed which has not been given to tenderers, such as further drawings and site investigation report.
Visit to the consultants have become less common because contractors are usually given croppies of all the drawings and specifications which are going to become part of the contract documents.



· Calculating Labour & Plant Cost
Labour Cost
The all-in labour rates are calculated by the estimator for each category of labours employed. There are basically two ways of calculating all-in hourly labour rate.
i. Calculate the employers cost of particular class operative per one year, and it will be divided by the total hours worked in that particular year.
ii. Calculate the employers cost of some group of operative per one week, and it will be divided by the total hours worked in that particular week.
Plant Cost
The hourly or weekly cost of plant can be either as a result of internal calculation or from quotations. 
· Estimating the Direct Cost
The direct cost rate is a rate for labour, plant, materials and subcontractors. But exclusive of additions for site overheads, head office overhead and profit. The all in rate for labour and plant are calculated at the start of the estimate. Materials and sub contractors quotations are obtained during the tender period and incorporated as and when they are received.
The production times or output rates used in calculating the direct cost are obtained by estimating techniques known as operational rates estimating, unit rate estimating, spot rates and a number of other methods.
· Estimating On Cost
When a direct cost for the project has been completed it is possible to access the site overheads or on cost. These may be summarized under the following headings;
· Site management and supervision
· Plant & scaffoldings
· Transport
· Temporary work and services
· Accommodations and general items
· Commissioning and handover
· Estimators Report
[bookmark: _Toc209813623]The estimator’s report brings together all pertinent facts which have influenced the preparation of an estimate for final review by management. 
· Estimate Schedule and Summaries
The estimator report will include documents which have been produced during the preparation of the estimate and summaries relating to the cost estimate, including;

· Final Review
The final review of an estimate and its conversion to a tender is the responsibility of the management and is a separate commercial functions based upon the cost estimate and its supporting reports and documents.
· Preparation of Priced BOQ
At the final review stage, management may alter some of the basic conception concerning the project. If priced BOQ’s are too submitted at the time of tender, management must decide how the different between the total of the net rates in the draft bills and the agreed tender figure is to be shown.
· Tender adjudication
Adjudication in an action taken by the management to convert an estimate to a tender based upon the cost estimate and it’s supporting reports and documents. The final review of an estimate and its conversion to a tender is the responsibility of the management and is a separate commercial function based upon the cost estimate and it’s supporting reports and documents.
When convert an estimate to a tender, the both parties considers about “mark up”, this includes comprises scope, risk, head office overheads and profit. Mark up will be applied to all costs and it is assumed that provisional sums and day work will produce their own contribution to overheads and profit.
· Tender Submission
Tenderers must lodge their tender with full identification and documentation at the nominated location by the advertised date and time. The estimator must ensure that the procedure set out in the tender documents for the submission of the tender is followed particularly.
The form of tender and any other declarations, must be completed as required and sign by an authorized person from the contractor’s organization. 
The codes of procedure for selective tendering, whether for main contractors, state that a tenderer who submits a qualified tender should be given reasonable opportunity to withdraw his qualifications without amendment of his tender price.




1.2- Explain the factors that need to be considered in pricing the proposed project. Describe related  factors only to the given project.
Expertise of Consultants
Consultant’s expertise here means special skills or knowledge in estimating. This factor is very important in obtaining accurate pre-tender estimate.
Quality of information and flow requirements
It is generally believed that an estimate cannot be more accurate than the quality information available. The information here means the amount of details available about the project and also the cost data used by the quantity surveyor. Hence the more detailed information/cost data the more accurate the pre-tender estimate.
Project team’s experience of the construction type
If the project teams are well experienced in the construction of the proposed type of the project it will reflect in the detail that will be provided in the design. This may likely affect the accuracy of the pre-tender estimate. With detailed information the quantity surveyor will make sure that every item in the project will be provided for and nothing will be left out in the estimate.
Tender period and market condition
In preparing pre-tender estimate the quantity surveyor must take into consideration the tender period and market condition at the time estimate is being prepared. Pre-tender estimate is an attempt to forecast the contractor’s tender sum. When the economy is buoyant contractors tend to be less competitive in tendering and when there is economic recession they are more competitive. This factor has to be considered too by quantity surveyors in preparing their pre-tender estimate.
Extent of completion of pre-contract design.
The factor is closely related to the most important factor quality of information and flow requirements. It is expected that the more detailed the pre-contract design, the more accurate the pre-tender estimate. An estimate based on detailed drawing for example is supposed to be more accurate that the one based on sketch drawings. Quantity surveyors usually use floor area method on sketch drawings and approximate quantities method on detailed drawings. It is generally known that estimates based on approximate quantities method are more accurate than floor area method.


Complexity of design and construction
Complexity of design and construction entail the technical complexity of the task, the amount of overlap and interdependences in construction stage, project organization, site layout, and unpredictability of work and site construction, all of which can hinder performance on site. The difference in ranking is probably due to the respondents. It is not unexpected that this factor will also be considered as important by quantity surveyors because pre-tender estimate is an attempt to forecast contractor tender sum. So some factors that may affect accuracy of contractors cost estimate may also affect accuracy of consultant quantity surveyors pre-tender estimate.
Standard form of contract
The particular contract conditions must be considered and any changes to standard forms of contract noted. Minor alterations 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.
Availability and supplies of labour and materials
It is not unlikely for quantity surveyors to consider availability and supplies of resources, labour and materials at the time of preparing estimate. It is one of the factors quantity surveyors take into consideration when preparing pre-tender estimate. In some situations labour and materials may have to be transported from another location to the proposed project location. 
Method of measurement 
Taken in the bill of quantity also influences in pricing, some of measurement would have been taken different ways. According to the SMM7 and CESMM3 when pipe work is measured, even each is measured in linear meters we can’t apply same unit rates. Because according to CESMM3 that pipe length includes all cost of excavation, backfilling, and compaction. But SMM7 excludes those. 
Duration of the project
When the duration of the project is high estimator should price for site over heads. There fore site over head will affect the tender pricing. 
Whether condition 
If the weather condition is bad then the labours idling will be high therefore project duration also expands. So as mentioned above site over head pricing will affect. 



Cultural barriers
When pricing the estimator should thing about the cultural barriers. Especially in Sri Lanka in the New Year season labour will go to there hometowns. In these period contractor have to spend site over head and other factor. So it will effect badly to the tender pricing. 























1.3-Explain what type of cost information you would use in pricing this tender and name the sources of such cost information.
[bookmark: OLE_LINK40][bookmark: OLE_LINK41]The pricing is not single item the pricing involve wit the large number  items and lengthly BOQ of trades. the range of the each and every individual items  and would be developed in deferent units. the QS relevant norms for work items and price to the basicaly for the buildup rate. the tender price start with unite rate for the buildup tender.this accuracy of this rate play vital role in any tender. the accuracy of pricing and reability using data will depend on the project is loss or profit.

The norms of build up unite rates are in available on the publish document by authorized organization this are on based on own work studies.
The work item required quantities, labor , and plant given in the norms the some provide norms for  material quantities converge  of the stunted specification and manufacture the eastimater schedule careful in calculating correct quantities of input together with neassary wastages.

While the tendering time as contractor should aware about the current market price he can get the cooptation he might  request from the company or suppliers. the estimator also aware about the price list (current) and the market behaviors of the market. this price list provide by the mnufacraer  this for more useful of the material price.




	





Cost Information	
The estimator is particularly concerned with the quality of the information provided at the enquiry stage. Inadequate information leads to a cautious approach by the estimator. While the estimator should seek further information from the consultants in such cases, the estimator’s approach is often colured when uncertainties exist and the project is not fully defined.
BOQ was once fully descriptive of the works in themselves, without the need for reference to other project information. The quality of design and evidence of coordination of services will be of significance to the estimator.
The estimator must obtain from the Cost information details with;
· Relate to the contractor’s intended method of working
· Impose restrictions
· Interrupt the regular flow trades
· Affect the duration of the project
· Affect access to the site
· Major cost significant and have a significant effect on the programme
· Require specialist skills or materials
Out of these things at the post contract stage there are some matters affecting the cost those are,
· Preliminaries
· Main contractor’s work (as billed)
· Variations
· Unfixed materials and goods
· Statutory fees and charges
· Fluctuations in costs of labour, materials and/or taxes, etc.
· Retention
· Claims for direct loss and/or expense

Sources of the cost information
The sources of cost information incurred in the tender pricing where we can get is;
· Internet
· Sub-contractor’s quotations
· Supplier’s quotations
· Previous bills
· BSR
· Price indices from professional bodies and government



















Task-2
What are the factors affecting pricing labour,material and plant items in day works shedule?
Day work schedule 
Contractors must understand the status in which varied or additional work will be valued on a day work basis. Work which cannot be measured in accordance with smm rules or if it is unreasonable to measure and pay then work should be measured on a day work basis. 
There are three items included in the bill. Those are given below 
· Labour 
· Material
· Plant  

Labour 
The calculation for prime cost of labour differs to some extent from that of all in rates; various subsidiary costs, over heads and profits are deemed to be include in the percentage added must include all other items that the contractor considers are necessary to recover the true cost incurred. 

Factors affecting for labour rate 
· Skills 
Skills are most important factor affecting the labour rate. Because if the labourers don’t have the skills we have to use more labourers to finish the particular work. That will affect the rate. 
· Productivity
Less amount of labourers give more productivity for a particular work. That will reduce the labour rate. 
· Availability 
In some places can’t get the labourers easily. In this project contractor have necessary labourers. Because contractor is running the project at same place. 
· Accommodation 
Contractor should provide the accommodation to the labours for this project. In this project Contractor is keeping the labours at the site. That will affect the labour rate. 
· Foods  
Contractor should provide the food facilities. Because contractor’s labours are out side people. If the Contractor provides the food for labours contractor can save the time also. 
· Security  
Security will be provided to the labours by contractor. Because contractor’s labours are out side people. 
· Bonus 
During the special festival days contractor has to pay bonus payment for labours. This will encourage the labours to do the work. 
· Insurance 
Both employee and employer pay contribution to insurance. There is                              a lower for both and an upper limit only for employees. 
· Medicine 
During the working period labours might get the injuries. Therefore contractor should give the medicine facilities for the labours.  
· Holidays 
The holidays with pay scheme is designed to provide wages for all operatives                    during the periods when they are on annual holiday. Pay wages for public holidays, and provision must be made to recover this additional cost when calculating the cost of labour. 
· Leaves 
If employees ask leaves for necessary purpose contractor should give the leaves.  
· Over time 
Once an employee has worked the normal 39 hours in a week, any further                   working hours are designated overtime. 

Material
The prime cost of material obtained from manufacturers is the invoice cost after deduction of all in trade discounts but including cash discounts not exceeding 5% and including the cost of delivery to site. 
Factors affecting for material rate 
· Cost of material 
The material unit cost should take into account all appropriate charges and                 discounts.
· Transport 
Transportation charge is incurred where delivery charges from the supplier’s and when the contractor collects the material from the supplier’s premises. 
· Loading/ unloading  and storing
Unloading and storing cost also are added unit rate for the materials. We have to pay labourers additionally. Therefore, consideration of the labour unloading and storing is to be calculated.
· Wastage 
Basically wastages can be occurred during the construction of when the handling of materials.
· An allowance for waste
A considerable amount of cost incurred due to wastage. Therefore an allowance for wastage should be taken in to account when preparing the cost of materials element.
· Inflation 
Indices of inflation are published by regulatory bodies such as ICTAD in Sri Lanka. 
· An adjustment for trade discounts 
Normally suppliers give trade discount to encourage the contractor to purchase in large quantities. In the event of a price revision adjustment can be made to accommodate the trade discount offered. 

Plant
Plants rates will be calculated by taking total cost of a plant and divided by its life time. The rates apply to plant and machinery already on site, whether hired or owned by the contractor. 
Factors affecting for plant rate 
· Hire purchase price 
Under hire purchase the builder agrees to repay a loan made by a hire purchase company over a period. Initially the builder has to place a deposit. The amount of deposit is based on the regulations. The hire purchase company secures the loan against the plant item being purchased. 
· Period of hire 
In the case where the contractor required the plant for a long period but not wanted to own them.
· Financing cost 
There are two ways to consider the purchase of a plant. The first that purchaser has no money and therefore has to borrow to purchase. The second one is that the purchaser has sufficient money to purchase the plant out of his own reserves. 
· Depreciation 
The deprecation should be considered when calculating the all in hourly rate. It is usually considered as expenditure in each year that the plant is depreciating.
· Fuel/ oil/ grease 
The usage fuel and other related lubricants should be included in the all in hourly plant rate. The cost of fuel is taken as the actual cost per litre and the cost of oil and grease taken as 10% of the fuel cost.
· License/ insurance 
In practice all builders obtain a contractor’s all risk policy. This will cover the insurance of the plant. Also as a part of the legislation, license should be renewed annually. The cost involved for insurance and license should be taken into account when calculating the all in hourly plant rate
· Inflation 
Generally a plant rate is calculated at the time that plant is purchased. If no account were taken of inflation the during the last year of the life plant the would be uncompetitive low.  Rates are therefore reviewed on an annual basis and increases for inflation should be added. 
· Tyre cost 
The life of tyre is normally less than the life of plant therefore there could be a cost of tyres to replace. The tyre cost should be included in the all in hourly rate. 

Task-4
4.1-Discribe the preliminaries items that could be required in implementing permanent works of this project. List out the items considered for calculating of head office overheads and how would you calculate the overhead percentage.
The preliminaries section in bill quantities is one of the most important sections that require being priced preliminaries, describing and consisting of information of project, requirements related to project, services and facility that need to be prepared, contract conditions and so forth. Items in this section are divided into two parts
· One is descriptive item where intended to give contractor overall picture of project that no need to priced. 
· The other part is where contractor need to prepare and provide where it needs to be priced.
Both SMM7 and CESMM3 recommend that ‘fixed’ and ‘time-related’ charges are identified separately in a bill of quantities. SMM7 defines them as follows:
· A fixed charge is for work the cost of which is to be considered as independent of duration.
· A time-related charge is for work the cost of which is to be considered as dependent on duration.
Doing estimating for preliminary items is really complicated and always changed for every project.
There is no specific and standard way of doing the estimate for preliminaries. However previous project can be used as guidance for the estimating in the future. Nowadays, there are many contractors company in the country looking for projects. They are competing each other by putting in low price in order to get the projects. The best way is by cost cutting in the preliminary items. Yet, they have to follow all restrictions and requirements by the client’s and priced what client’s wanted for that particular project. Failure in fulfilling and pricing such items will raise problem later especially during construction. The contractor has to bare their own cost and definitely will incurred lose to contractor. The preliminaries item that could be need for our project can be divided into several importance sections following by the sequence as below:-
· General Information
· Condition of contract
· Contract administration
· General Facilities and Obligation
· Contingency Sum



General Information
Items in this section give general information as an overall picture of the project to contractor such as the names of the client and his professional adviser, a description works and the site and the condition of the contract applicable to the contract. These entire items are not to be priced.

Condition of Contract
Items in this section are describing about type of contract that to be used and conditions of contract to be followed by contractor based on clauses that included in the form of contract. In this section there are items that give information which are not to be price and some other are required to price. Among the main items are as following:-
· Scope of works
· Contract drawing
· Setting out and survey
· Site cost management – Site agent etc
· Variation work, Provisional and Prime Cost Sum
· Insurance-Public Liability, Fire, Contractors All Risk etc.
· Workmen’s Compensation
· Performance Bond – Bank Guarantee etc.
· Nominated Sub Contractors
· Defect Liability Period
· Liquidated Ascertained Damages


Contract Administration
Items in this section are additional to the condition of the contract for the purpose to smooth the contract matters that to be executed by the contractor. Among the items involved in this section as below:
· Progress work and chart for every month
· Progress report
· Progress Photograph
· Site meeting
· Licenses and permit
· Instruction of works
· Progress Payment
· Maintenance of the site
· Other expenses



General Facilities and Obligations
Items under this section describing about general facilities that to be provided by contractor before and during the construction is on progress. All these items are mostly need to be priced. The items involved are as below:            
· Plant and equipment
· Safety, health and welfare of the workmen
· Providing scaffolding
· Temporary water storage
· Temporary electricity
· Providing temporary access road to the site
· Temporary building
· Site office
· Canteen
· Store, etc
· Telephone
· Temporary hoarding
·  Temporary drainage system

Contingency Sum
This section is a sum allowed or allocated for total expenses from contingency works that might be done by contractor but does not state specifically in the contract.


Items considered for calculating of head office overheads
Head Office Overheads
Most contractors have a head office which provides services to all its construction sites. These services include estimating, overarching supervision in the form of contracts directors and commercial directors, strategy from the board of directors and services related to advancement in technical, commercial services and insurance related matters. It is usual to include a percentage to be added to the unit costs and site overheads to provide for head office overheads.and head office is not having any income to running that.




Expense
· Staff salary
· Rent 
· Office vehicles
· Stationaries
· Advertisement
· Services


 (
Head Office Overheads = 
Total O/H During 
previous
 financial year
      
   
X 100
                                        Total turnover during 
previous
 financial year
)


















4.2-Build up the management and supervision cost of this project.Clearly state the factors to be considered in pricing.
Assumptions
· one site manager is in the site 
· Two site engineers are working on this project
· Two site cleaners are working in the site
· One store keeper staying in the site to look over the materials and equipments in the site
· An accountant is there to look after the account section
· Contract period of this hospital building is 2 years

	Item
	Establishment cost
	Running cost
	Disposal cost
	Total cost

	Site manager
	
	12 X 20,000.00
	
	240,000.00

	Supervisor
	
	12 X 25,000.00
	
	300,000.00

	Site engineer
	
	2 X 12 X 55,000.00
	
	1,320,000.00

	Quantity surveyor
	
	12 X 40,000.00
	
	480,000.00

	Store keeper
	
	12 X 15,000.00
	
	180,000.00

	Site cleaner
	
	2 X 12 X 15,000.00
	
	360,000.00

	Accountant
	
	12 X 25,000.00
	
	300,000.00

	Total amount for management and supervision
	3,180,000.00











Task-5 
The tender BOQ contains number of trades that requir being sub contracted or materials in large quantities to be procured.
5.1- draft enquiry letters to,
[bookmark: OLE_LINK32][bookmark: OLE_LINK33]         (a) M/s Mascons Ltd requesting pricing of asbestos roofing sheets and
         (b) M/s ABC tiles requesting rates for fixing tiles.
 (a) M/s Mascons Ltd requesting pricing of asbestos roofing sheets and
To	:	Mascons LTD.
 		92, Galle road, Mt.lavinia.
From	 :	XYZ  construction and  Consultants (PVT) LTD
		NO 110,atapattu road,
 		Dehiwala.
Subject : 	Supply of asbestos roofing tiles
[bookmark: OLE_LINK34][bookmark: OLE_LINK35]Construction of proposed two storey Hospital Project. 
We required to get the tile from  you to quote your best proposal for supply of asbestos roofing sheets above mention construction project and Following document attached here with for your reference. Your quotation must be delivered to this address on or before 01 / 10 / 2010 
· Specification  :
                    Length :- 900mm – 3600mm
                          Width :- 920mm – 1100mm
                           Thick :- higher than 5mm
                           Density :- 1.5g per cm3
                          Quantity :- 100 sheets

· Quantity 1,000,000 - Sq.ft 
Terms and Conditions: - 
1. Payment 		: The ½ of the total delivery 
2. Delivery Schedule 	: 200 per week
3. Discounts  		: If any
4. Transportation 	: to site
5. Fluctuation 		: Firm price 
6. Validity period	:1 1/2 month
7. Submission date	: One week


Required to deliver material on time you can visit the construction site by contracting the project manager would you please acknowledge receipt of this letter and submit your quotation in accordance with the given information.
Thanking you
Yours sincerely
…………………….
Mohamed Asfer















(b) Draft inquiry letter to tile suppliers asking quotation for supply of tiles.

To	:  M/s ABC Tiles Ltd
                 No 132, kathangudi road,
                Batticalo.


From     : XYZ  construction and  Consultants (PVT) LTD
	    NO 110,atapattu road,
 	    Dehiwala.
	   
Subject : 	Rates for fixing tiles
Construction of proposed two storey Hospital Project. 
	Our Liyo construction company got a contract of build two buildings of two storeys for the Batticalo General Hospital. When we searched in this area we heard that u r the leading sub contractor for fixing wall and floor tiles. So we wish to have the contract with your organization for the fixing of both wall and floor tiles for the whole this hospital building construction. 
	We have both wall and floor to tiling and we hope to do it with the following requirements.

Specifications:
· Area to be tile
	Wall area:  150m2
	Floor area: 600m2
· Tiles to be fix without spaces.
· Should maintain the proper level
· Tile size
	Wall tile:  150 X 150
	Floor area: 300 X 300

	We wish to fix the tiles with above specifications. And we hope to get your quotation with the below details:
· Price per m2 for fixing tiles for wall and floor separately
· What are the equipment and facility we have to provide
· Discounts
· Payment method
	With these details we wish to say our organization’s terms and conditions. We wish to make the contract under these terms and conditions
· You should come to the site in the required time to fix the tiles
· All labours for your work should be provided by you.
· You have to pay for the damages of the tiles while fixing. 
	Under these conditions we wish to make the contract and we are waiting for your reply with the above mentioned requirements, and clearly mentioned the payment method which you will accept.
	
Thanking you
Yours sincerely
…………………….
Mohamed Asfer

	














5.2-Explain different forms of discounts given by the suppliers and how would you incorporate those discounts into your tender.
There are three types of discounts given by the suppliers and sub contractors. Such discounts are granted on the fulfilment of specified conditions. Thereby the amount which is quoted or stated prices or costs may be reduced when making the payments. The purpose of giving such discounts is to encourage the contractors to make payments earlier. Thus to buy large quantities 

Trade discount:
Trade discounts are usually allowed off the prices on standard price lists of materials and goods in particular trades. This is often done to avoid frequent revisions of such lists, the discounts being varied to allow for fluctuations in prices. In addition, some suppliers will allow larger discounts to regular customer or those who buy large quantities. Contractors could obtain more favourable discounts from one supplier than another. 
For example let us consider a supplier of Floor tiles. The supplier may allow trade discounts as shown below 

	Quantity	
	Discounts

	0   	- 	500  Pieces
	-

	500	-   	1000  Pieces
	5%

	1000	-   	1500  Pieces
	7.5%

	1500	-   	2000  Pieces
	10%

	2000	-   	2500  Pieces
	12.5%

	Over 2500  Pieces
	To be negotiated




If the buyer purchase more than 500 pieces then the buyer is entitle for a discount of 5 % from the marked price. Likewise if the buyer purchases more than 1500 pieces, he could get a discount of 10%. Similarly if the buyer purchases more than 2500 pieces which is considered to be a large quantity, he could get a higher discount rate. Whereas the price of floor tiles raised by 2% then the supplier could alter the discount rate without making any changes to the actual price. In this case reducing the discount up to 3% for 500-1000 pieces would be sufficient. 


Cash discount:
These are allowed off invoice prices if the main contractor settles the payment within a certain period of time. In the case of sub-contractors, this period is usually 14 days after the issue of the architect’s certificate which includes the value of invoiced work or services. In the case of suppliers, the period is usually 30 days from the end of the month during which delivery of the materials or goods is made. When the payment is not made the contractor is not entitle to the deduction of the discount.

For an example let us consider that the Plumbing Installations was carried out by a sub-contractor. The invoiced value of work done by the sub-contractor is Rs. 150,000 /- for a particular month. Usually the sub-contractor’s payment is done through the main contractor. If the main contractor settles the amount Rs. 150,000/- within the stipulated period (i.e. 14 days after the issue of architect’s certificate), Main contractor is entitle for a discount which is normally 2 ½ % of the invoice value.  So the contractor has to pay only Rs. 146,250/-. But if the main contractor fails to make the payment within the specified time, then the main contractor has to pay the entire Rs. 150,000 /-. Such discounts given by sub-contractors will motivate the contractors to make the payments earlier. Thus it will ensure the smooth function of the construction project. 
Similarly the suppliers also give such cash discounts to encourage the contractor to settle the payments quickly. For an example let us consider a supplier of sanitary appliances. The value of invoice is Rs. 100,000/-. If the contractor pays with in the specified period, then the contractor is entitle for a discount which is normally 2 ½ % of the invoice value. In this case the contractor has to pay only Rs. 97,500/-. Whereas if the contractor fails to make the payment within the stated period he has to pay the entire Rs. 100,000/-.
Commercial discount:
These are allowed off invoice prices if the main contractor settles the payment within a certain period.
how to incorporate them to your tender  
If we consider above mentioned discounts those are given from suppliers and subcontractors to main contractor. By this means the main contractor can get profit. When the main contractor pricing the tender he should be concerned about the discounts. If he considers the discounts his tender sum will be decreased. Thereby the main contractor has more chance to win the tender. Sometimes this tender might be a lowest tender. If I am as an estimator of this contracting company I have to price the tender. Therefore I must have clear knowledge about the discounts.      

