Contract Management
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Task 1

1.1
a)

Advise the management the need of a procurement method to carrying out of a construction project.


Procurement methods are very important to carry out a construction program. Procurement system sat up the roles and relationships, which constitute the project organization. It sets up the overall management structure and systems and helps shape the overall values and style of the project. The procurement method is depend on the scale of the project and if the project is small scale there won’t need any procurement, client will decide on the positive way to take the decision. If the project is large scale needs a well-set procurement method. Which have a positive on the level of success achieved by building project.   
b) Appraise the traditional procurement methods available for the project.
1. Contracts Based on bills of firm quantities.
Under this variant, the building owner commissions an architect to prepare a design and upon virtual completion of the design, the QS prepares bills of quantities based upon the architect’s drowing and specification information. Contractors are invited to price the bills & submit tenders in competition to carry out the works. 
2. Contracts Based on Drawing and Specification. 
This type of contracts with the above “A”, the difference being a specification replace bills of quantities.

· That the tenderers are supplied only with a complete set of drawing and a full specification 
· The design should be completed before signing the contract
This type of contract is normally used for small works such as renovations and for sub – contract works. This is also a Lump Sum contract and in calculation of the tender sum, the contractor’s quantity surveyor has to prepare approximate bill of quantities from the drawings provided.

3. Contracts Based on bills of Approximate Quantities.

This is also similar to type “A” above, difference being the quantities are approximate and subject to re-measurement.
· Only the units rates from part of the contract, and

· The signing of the contract and commencing of work on site can proceed before completion of the design.

This is the type of contract mainly used in Sri lanka and sometimes called a Lump sum contract although it is not so, as the contract sum is subject to adjustment at every interim valuation. 
4. Contracts based on schedule of rates
a) Standard schedules

b) Ad hoc’ schedule

c) BOQ from previous contracts
5. Contracts based on cost reimbursement
a) Cost plus percentage fee

b) Cost plus fixed fee

c) Target cost
4) Contract based on schedule of rates

This type of contract is like as the Contract based on approximate quantities the differences being the quantities are approximate and this type of contract should be re-measured after the completion of the each works. The big advantage of using a schedule is, that the work on site can start when the design is only on outline from and due to this, the pre-contract period is reduced considerable.

There are three types of schedules, are 

· Standard schedule 
· ‘Ad hoc’ schedule

· Bills of Quantities from previous contracts

Standard schedule 
This schedule prepared under relevant trade headings, all the items likely to arise in any of construction project, with unit rate against each item. The trade headings an item are arranged in accordance with the trade headings and items of a SMM. The contractors QS inserted the unit rates and the tenders are ask to tender percentage additions or deductions to the listed rates allowing for variations in construction costs since the date of the preparation of the tender.

	Advantage
	Disadvantage

	· Tenderers using a particular schedule often soon become familiar with the item description and unit rates and able to assess percentage addition or deductions relatively easily. 
	· It is very difficulty to assess the favorable tender to the QS at the evaluation stage.
· Parties to the contract are able to have a precise of their respective commitments.


Table 01 (Advantage & Disadvantage of Standard schedule)
‘Ad hoc’ schedule
This is a schedule prepared for a particular project and lists only those items relevant to that project with special or unusual items. This schedule may be pre-prices by the consultants QS allowing tenderers to insert unit rates against each item  

	Advantage
	Disadvantage

	· Tenderers have to consider the items relevant to that project only, enabling them to assess rates or percentages more accurately.  

· Tenderers are able to obtain a clearer picture of the project from the items listed in the schedule
	· These are similar to those applying to standard schedule.



Table 02 (Advantage & Disadvantage of ‘Ad hoc’ schedule)
Bills of Quantities from previous contracts

The bill of Quantities used here will be one prepared for a similar project earlier and being a pre-priced ‘Ad-hoc’ schedule and it will be used in the same way, this method for serial tendering. Serial tendering is to carry out works of a large project in successive phases.
	Advantage
	Disadvantage

	· The time required to prepare tender documents is reduced to minimum. 

· Tenderes have to consider only restricted range of items.


	· The parties to the contract are unable to have precise indication of their respective commitments

· There may be a large difference between the successful tender and the real cost of the project due to approximate nature of the quantities


Table 03 (Advantage & Disadvantage of Bills of Quantities from previous contracts)
5)Contract based on cost reimbursement
These types of contracts are also known as Prime cost and Cost plus contracts. In this method, the contractor is reimbursed the Prime cost of labor, materials and plants and fee is paid for managing for the contract.

Cost-reimbursement types of contracts provide for payment of acceptable incurred costs, to the extant arranged in the contract. These contracts establish and estimate of the total cost for the purpose of obligating funds and establishing a maximum that the contractor may not exceed (except at its own risk) without the approval of the contracting officer.

This type of contract is uneconomical type of contract and it should be used in the circumstances where none on the other types can be used. The process of calculating and verifying the total prime cost is tedious and time consuming as it involves checking on the quantities of materials, checking of invoice, time sheets, sub contractors account etc.

There are three types cost reimbursement contracts, which differ in the way in which the fees for contractors service are calculated.

· Cost plus percentage fee
· Cost plus fixed fee

· Target cost

	Advantage
	Disadvantage

	· The time required for the preparation of tender document is minimized.

· Work on site may proceed before the detailed design is completed


	· The parties contracts are unable to have precise indication of their respective

· There may be a large difference between the successful tender and the real cost of the project due to approximate nature of the quantities. 


Table 02 (Advantage & Disadvantage of Contract based on cost reimbursement)
· Cost plus percentage fee

This is the contract that contractor is paid a fee equal to a percentage of the Prime costs of labour, material and plant used used in carrying out the works. There is a big disadvantage to the client, of this type of contract is the greater the waste of resources and more inefficient the contractors operations are, higher the fee paid to contractor will be.  
· Cost plus fixed fee
This is the contract that the fee paid to the contractor is a fixed sum based on an estimate of the likely total cost and vary with the total prime costs.
· Target cost 

This is the contract that this variant is one of the two variants described above with another factor added. The factor is the target, which means the agreed likely contract sum at the beginning. A bonus is paid to the contractor as an intensive for reducing the target cost and a penalty to be paid by the contractor to the client, if the construction cost exceeds the target cost. The bonus or penalty being normally 50% of the different between the total amounts but may be an agreed percentage.   

Most suitable method for in this project
· Standard Schedule.

· ‘Ad hoc’ Schedule.

· Cost plus fixed fee.

· Target cost

1.3

(C) Comparisons of Bills of Firm Quantities and Drawing and Specifications
Bills of Firm Quantities

Advantages
· A firm bills of quantities is readily available in any time


· Both parties to the contract have a clear picture of the extent of their respective commitments

· A detailed breakdown of the tender sum is readily available
· The unit rates in the bills provide a sound basis for valuation of variations to the design

· Clear percentage of overhead and profit will be stated
Disadvantages
· The length of time taken in the design of the project and in the preparation of bills of quantity is greater

· Problems may arise due to charge in the character of balance work or the conditions as a result of the variations ordered by the architect
Drawing and Specifications
Advantages
· Lesser time to prepare tender documents as the time of preparing bills of quantities is eliminated

· Both parties to the contract have a clear picture of the extent of their respective commitments

· Suitable for small projects

Disadvantages
· A firm bills of quantity is not available in any time

· A detailed breakdown of the tender sum is not immediately available

· Problems may arise when valuing variation as no unit rates are available

· When Dayworks arise no clear percentage of overheads and profits, such rates have no effect on the tender sum
1.4

(a) Comparison of Approximate Quantities and Schedule of Rates in Tender Stage

 The comparison of JCT with approximate quantities than schedule of rates. The only reason is that the JCT with approximate quantities contains approximate contract sum with approximate quantities of each items. Therefore, it is easy to compare the competitive tender’s bills compared with schedule of rates. 

On the other hand, it is very complicated to compare each and every competitive tender’s unit rates. Therefore, it is lengthy procedure to identify the reasonable unit rates. Further, the standard schedule is very difficulty in comparison compared with ‘Ad hoc’ schedule and bills of quantity from previous contract. Therefore, Approximate Quantities is easier for Schedule of rates in tender stage.
(b) Schedule of Rates and Cost Reimbursement


Both the schedule of rates and cost reimbursement contract are suitable for small project, renovation and maintenance of building. Through these both methods the earlier time can be reduced; resulting construction period may be reduced.



In the case incentive in efficient, the cost reimbursement contains lot of drawbacks. It is widely recognized as the most uneconomical type of contract.

1. Inefficient of contractor’s administration and method of organizing the project may prove the wastage of materials, workmanship, plant and time.

2. Contractor may loose his control over this project because of the provisions giving the architect some control over the level of labour and plant employed.

3. Not only the contractor should always concentrates on site but also he has to set up a good organizational system for preparing invoices which can be both tedious and time consuming, to claim payments.

4. The contractor should strictly implement proper recordings, verifying and valuing the prime cost. Otherwise it may be proven financial lost and wastage of time.

(c) Approximate Quantities and Cost Reimbursement

Both the Approximate Quantities and Cost Reimbursement do not have actual end cost of project at tender stage. Approximate Quantities contracts have unit rates of each item with approximate quantity. Further, contractor can have clear picture of the contract end cost as he has approximate contract sum. On the other hand the Cost Reimbursement contract has only prime cost plus management fee is the only factor to form a contract. In this instance, the contractor or client do not have clear figure of the contract sum at tender stage. 


In the case of Cost Reimbursement contract, the contractor’s poor management ability may prove wastage of materials, workmanship, plant and overrun of expected time of contract. This leads the excess in the expected contract sum. 


There are three types of reimbursement contract such as cost plus percentage fee, cost plus fixed fee and cost plus fluctuation fee. The variant types of contract also determine the end cost of contract.

In the case of cost plus percentage fee, inefficient contractor is paid more than expected cost
Examples:



Total Prime Cost




200 000.00



Overhead (8%)




  16 000.00



Profit (5%)





  10 000.00










226 000.00

Inefficient contractor’s case




Total Prime Cost




300 000.00






Overhead (8%)




  24 000.00






Profit (5%)





  15 000.00













339 000.00


The inefficient contractor is paid 56 500.00 more than actual cost



Even though there are only unit rates available, both parties can envisage the end cost of the project as there is approximate quantities are available. Therefore employer and contractor can estimate an approximate contract end cost. Further, the contractor is paid for the works which is actually carried out by him. So, client will not waste his money unnecessarily.



The Approximate Quantities gives better indication of end cost at tender stage compared with Cost Reimbursement.

Task 2
2.1
a) prepare a report appraising relevant tendering methods for any construction project given their advantages and disadvantages. 

There are three principal methods of choosing a contractor:

1. Open tendering

2. Selective tendering

3. Nomination 

Open Tendering
This is initiated by advertising in local news papers inviting contractors to apply for tender documents and to tender in competition for carrying out the work, the main characteristics of which are given. Usually a refundable tender deposit or tender bond is required to discourage frivolous applications. The deposit is refunded or the bond is released on the submission of a bona fide tender.

Advantages:

· An opportunity is provided for a capable firm to submit a tender, which might not be included on a selected list, 

· It should secure maximum benefit from competition

· There can be no charge of favorite as might be brought where a selected list is drawn up,

Disadvantages:

· There is no guarantee that the lowest tenderar is sufficiently capable or financially stable.

· There is a danger that a firm inexperienced in preparing tenders may submit the lower tender.

· Total cost of tendering is increased, as all the tenders will have to recoup their costs.

Selective Tendering

Under this procedure, a short list is drawn up of contractors who are considered suitable to carry out the proposed project. The names may be selected from an approved list or panel maintained by the consultants or may be specially chosen. Clients with a continuous program of works, select a small number of tenderars, from a register of approved tenderars. Clients will maintain the register by regular public advertisement for addition of other tenderars and by regular review of those on the register against advertised criteria. There need C5 contractor.
Advantages:
· It ensures that only capable and approved firms submit tenders.

· It tends to reduce the aggregate cost of tendering.
· It offers both a popular and relatively straightforward procedure, ensuring the receipt of meaningful tenders with least delay

Disadvantages:

· The cost level of the tender received will be higher, owing to their being

· Less competition and, also to the higher quality of the tender.
· If the list is too short it might result in insufficient competition arrive for the job, and could lead to collusive tendering on the part of unscrupulous contractor.
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. 

Negotiate and preparer the contractual price. This may be done using bills of quantities or schedules of rates, but instead of the contractor pricing the tender document 

 If only one firm tenders for a job, competition is eliminated and that will lead to a higher price. The client may think it is worth paying more in return for a quicker job or one of better quality than be might otherwise get. 
 (b) Outline the factors to be considered in deciding whether to tender or not for the project
Before tendering, the contractors should consider the factors to tender or not. Sometimes, the contractor submit ‘cover price’ to eliminate the project. Further, idle contactor may put very lowest contract sum to get the project. Therefore, they put very lowest over head and profit margin. The deciding factors of tendering are as follows 

· Parties
· Location of the project

· Size of the project

· General description of the work

· Approximate cost range

· Nominated subcontractor for major contracts

· Form of contract and amendments

· Contract period and anticipated dates

· Approximate date for dispatch of tender documents

· Tender period

· Guarantee requirement ( financial status of the company)

· Availability of the resources, manpower machinery and etc.

2.2
(a) Appraise the selection criteria of subcontractors in tendering for the job


There are two types of subcontractors as follows,
1. Nominated subcontractor

2. Domestic Subcontractor

Nominated Subcontractor

The client has the power to nominate a subcontractor. The main contractor can’t object to a nominating subcontractor except if a reasonable objection is shown (Previous ambiguity between main contractor and subcontractor or subcontractor is a trouble making person)


Usually, subcontractors are selected through the competitive tendering process by providing necessary documents. This procedure happens prior to lettering the main contractor or shortly after it has been let. The lowest tender will normally be preferred and the subcontractor who produced that tender will become the nominated subcontractor, unless the main contractor objects as stated above. Under those circumstances, the second lowest tenderar is likely to be selected. 
In those instances, the client can

1. Nominate a alternative subcontractor

2. Vary the works etc.

3. Omit the work etc. so that it may be carried out by the employer himself, or he can directly employ a subcontractor.

4. Instruct the contractor to find his own domestic subcontractor to do the work

5. Invite the contractor to do the work
When selecting a subcontractor the following factors should be considered.

1. His past performance.

2. Suitable / previous experience.

3. Track record of competitive pricing.

4. Financial stability.

After sub contractor’s nomination finished, the subcontractor should be signed in written agreement with main contractor, as he is responsible to client for subcontractor’s work. Further, the main contractor is also responsible for the organization and management of the work and the site, and will therefore also be responsible for integrating the various subcontractors’ works into the overall project programme, and for ensuring that the subcontractor comply with any relevant statutory requirement such as health and safety legislation.

Domestic subcontractor

Domestic subcontractors are contractors who carry out work that the contract envisages being executed by the main contractor. However, for a variety of reason, the main contractor may elect to sublet portions of that work to other parties. If he does so, he must notify the employer in writing, unless the subcontractors will be of the ‘labor only’ variety. The choice of domestic subcontractor and the method of selection rest with the main contractor. His method may be one of expediency, but is most likely to depend on the lowest price that is quoted by, or negotiated with, the various subcontractors. 
(b) Possible Consequences and drawback if the lowest quotation of a subcontractor is selected.
Although, the lowest quotation of subcontractors is selected in preparations of a tender, there are disadvantages such as 
1. Inexperience subcontractors may be selected.

2. The subcontractors may under price the unit rates of works.

The main contractor is solely responsible for the subcontractor’s work. In the case of inexperience subcontractor, the main contractor’s risk is high due to the subcontractor’s fault. If subcontractor makes huge number of mistakes in his work, it will totally affect the construction project.

1. Pending work will be delayed.

2. Construction period may be overrun.

3. Construction cost may be increased due to subcontractor’s fault

4. Dispute may arise between contractor and subcontractor.

5. Consequently, dispute may arise between contractor and client.

6. Termination of main contractors and sub contractors.

7. Lost of money.

8. Sometimes, the parties may refer adjudication or arbitration or go court.
For an example, client nominates an inexperience subcontractor to carry out pilling work. The nominated subcontractor failed to maintain the standard quality of the work and also few pilings were failed due to his inexperience in the pilling works. Therefore, the total project will be delayed as pilings are the primary element in this project. Therefore, main contractor cannot carry out his work.
2.3

 (a) Appraise the letters of enquiry to be sent to suppliers and sub-contractors.
Enquiry letter to supplier

12.09.2008
To: ACCESS engineering (pvt).ltd,

      No130, Green Lane
      Colombo 03.
Dear Sir,

Garments Factory for M/s.Imperial Garments (Pvt.) Ltd

We invite you to supply to tender for the above work and enclose the following documents which will from the basis of your offer:

Site plan drawing number:

A/100
Preliminaries pages:

1/1-12
Specification pages:

2/14-34
Bill pages:



1/2 – 5, 7 - 14
Drawing numbered:

A/ 110-140, 276, 294
Day work schedule:

7/ 1-3
Health and safety plan:


Form of tender:

Your form of tender priced bills of quantity and day work rates must be delivered to this address to arrive no later than 12 noon on Wednesday 17 October…
The form of supplier will be DOM/1 incorporating all relevant published amendments and the following:


Payments:



monthly

Discount to main contractor:

2.50%


Fluctuations:



firm price


Liquidated damages:


3000 per day

Retention:



5%


Defect liability period:
  

six months

We will provide all suppliers with water, lighting and electricity services near the work and common welfare facilities on site. Suppliers will be required to provide the following services and facilities:

1. Unloading, storing and taking materials to working areas

2. Power and fuel charges to temporary site accommodation.

3. Cleaning up removing and depositing in designated collection points on site all rubbish and surplus packing materials.

4. Temporary accommodation and telephones
If you have any queries or wish to arrange a site visit please contract the estimator for the project….Would you please acknowledge receipt of this enquiry and confirm that you will submit a tender in accordance with these instructions 
Yours faithfully,
Haneef
Senior quantity surveyor
Enquiry letter to sub contractor
12.09.2008
To: Sharon Hardware (pvt) ltd.

      200, Dam street 
      Colombo 12.
Dear Sir,

Garments Factory for M/s.Imperial Garments (Pvt.) Ltd
We invite you to tender for the above work and enclose the following documents that will from the basis of your offer:

Site plan drawing number:

A/110
Preliminaries pages:


1 / 5 - 15
Specification pages:


2 / 7 - 13 
Bill pages:



7/ 7 - 12
Drawing numbered:


A / 230 - 232
Day work schedule:


9 / 1-5
Health and safety plan:

Form of tender:
Your form of tender priced bills of quantity and day work rates must be delivered to this address to arrive no later than 12 noon on Wednesday 17 October…
The form of sub-contract will be DOM/1 incorporating all relevant published amendments and the following:

Payments:



monthly

Discount to main contractor:

2.5%

Fluctuations:



firm price

Liquidated damages:


3000 par day
Retention:



5%

Method of measurement:

SMM7


Defect liability period:  

six months

We will provide all sub-contractors with water, lighting and electricity services near the work and common welfare facilities on site. Sub-contractors will be required to provide the following services and facilities:

1. Unloading, storing and taking materials to working areas

2. Power and fuel charges to temporary site accommodation.

3. Cleaning up removing and depositing in designated collection points on site all rubbish and surplus packing materials.

4. Temporary accommodation and telephones

5. Day-to-day setting out from main contractor’s base lines

If you have any queries or wish to arrange a site visit please contract the estimator for the project….Would you please acknowledge receipt of this enquiry and confirm that you will submit a tender in accordance with these instructions  
Yours faithfully,
Haneef
Senior quantity surveyor
(c) Prepare a typical site visit report.
	
	SITE VISIT REPORT 
	Tender Number

	Project Particulars 
	

	Project title 

Garments Factory for M/s.Imperial Garments (Pvt.) Ltd
	Contact for site visit 

	
	Name  Mr. MS. Haneef Mohamed,

	Project address 

No: 27, Main Road, Dehiwala  
	Tel. number : 0772932709

	
	Fax number : 0112260108

	
	Visit details 

	Directions to site 
	Person making visit 

	
	Date :   20/10/2008                   

	
	Time : 10.30 AM

	
	Remark 

	Site position 
	

	In relation to public transport 
	Own vehicle 

	Distance from local office 
	800 m

	Other work in the area 
	three story building is built away from 150m 

	Adjacent building 
	Nil 

	Fencing and hoarding 
	All sides are covered by fencing 

	Demolition 
	Old house 

	Hazards 
	Nil

	Site condition 
	

	Topography 
	Sloping land  

	Trees and vegetation 
	Cut down

	Site clearance 
	Required 

	Ground condition  Borehole details  
	

	                                  Type of soil 
	Fine clayey sand 

	                                  Stability of soil 
	225 kN/ m2

	                                  Water table 
	Around 3.4 m from the surface 

	                                  Tidal condition 
	

	                                  Pumping requirement 
	available 

	                                  Disposal of water 
	Water is sent by road drain 

	Security problems 
	Nil 

	Weather exposure 
	Cloudy 

	Space for temporary accommodation 
	Available 

	Restraints for static plant     Cranes 
	Will not be brought 

	                                             Scaffolding 
	Required 

	Live services 
	Nil 

	Protection requirements 
	Not requirement

	Access 
	

	Temporary roads 
	Not required 

	Safety 
	Yes 

	Deliveries 
	Yes 

	Traffic restriction  
	Heavy vehicles can not be brought 



	Local facilities 
	

	Disposal of soil 
	By tractor 

	Services                Telephone 
	Available 

	                               Water 
	Available 

	                               Electricity 
	Available 

	                              Sewers 
	Available 

	Garages, refreshments 
	Available 

	Local authorities 
	Dehiwalla  municipal council 

	Statutory authority 
	CEB, water board, srilanka telecom

	Local contacts 
	

	Security services 
	ceylinco security services 

	Labour agencies 
	Available 

	Plant hire 
	Available 

	Local tip and charge 
	8km charge Rs.1500.00

	Sub contractor 
	Not in near

	Suppliers 
	Not in near


Table 04 (typical site visit report)
2.4
prepare a method statement for the sub structure works using bills of quantities and tender programmer for the project selected by you.

Method statement (Numbers of labours are Assumption) 
Method of statement are written descriptions of how operation will be approved out and manage they deal with the use of labour and plant in terms of types gang sizes and expected out put  and also incorporated the way in which the project will be planned
In our project following table is shown the method statement.
	Method statement

Contract: state engineering corporation                                  Sheet no    : 01   Date: 20th Sep 2008
Client    :  M/s.Imperial Garments (Pvt.) Ltd                            Prepare by :                                                                                      

	01

02
03 
	Preliminaries

1.1 Access 

1.2 Temporary  service 

1.3 Site clearance 

1.4 Setting out

 Exc. & conc.

1.1 Exc. For column base, trench and stair base 

1.2 Filling 

1.3 Concrete work to column base and column shaft 

Masonry 

1.1Random rubble masonry in foundation  
1.2 Damp Proof Course


	See site layout plan for access position all rubbish to be removed from site and should not be burnt  

Stand pipe as on site layout plan, telephone into gen. fore mans offices only & electrical connection 

Clearing to site vegetation and loading into tipper 

Before excavation ob column base and trench it must prepare 

Excavated material are deposited in spoil heap average 3 km from the site  

Filling to excavation 

Grade – 25 concrete was used to concreting work 

After finishing the column base and shaft. The trench is filled by using the rubble masonry 
After finishing RRM, 1:3 (C:S)
	JCB 78

JCB 78

JCB 78

Tipper 

Manual 

Manual 

10/7 mixer       

Manual 
Manual
	4labour 

Sub contractor 

3labour 

3 labour 

2 labour  

20 labour 

2 labour 

5 skill lab 2gang 


	-

-

JCB 78 grubbing up roots

-

-

-




Table 05 (Method Statment)

2.5
(a) Describe the method of preparation of a tender for submission.

This following sequence will be considered when prepare a tender for a submission.

· Ensure all tender documents are received.
· Through Examination of tender documents to establish work contents.
· Establish time table for production of estimates and & tender program.
· Prepare preliminary method statement & tender program.
· List any outstanding information, check condition of contact, Examine BOQ, specification and drawings, prepare documents for material, plant & sub contractors.

· Visit the site and consultant.
· Update method statement & tender program.
· Sent out enquiries.
· Receive quotations.
· Establish resources needed for the project.
· Built up all in rates for materials, plants, labour and sub contractors, select the production standards & waste allowances, 

· Complete the net all in rates against the items in BOQ.
· Consider nominated supplier and subcontractor’s preliminaries and overheads.
· Review and finalized Net cost estimate.
· Estimator’s summary and Analysis report..
· Adjudication, review estimate and Establish mark up

· Finalize Tender sum.
· Tender submission.
(b) Discuss “Conversion of an Estimate to a Tender”

When all the net rates have been completed, the bills must be extended and totaled before project overhead and other allowances are calculated. The last category ‘overheads’ provide the certain aspects of the project overheads which do not fall within the normal analysis. The adjustment also gives a full listing affect the estimate. The project overheads contains a number of costs, they are

· Contractor insurances

· Performance Bond

· Water for the Works

· Professional fees for design

Each contractor has its own method of dealing with this items, either as project overheads or in the final summary.

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 its supporting document. The accountability of the estimator should be limited to the proper preparation of the predictable cost of a project. It must be considered that the estimator’s responsibility of management.

An evaluation of alternatives, scope to improve profitability and risks which may be encounter will be considered at each stage of the estimating process and converted into costs at the final review meeting. Clearly in a strong competitive market contractor need to find every opportunity to use the products and processes which will enable the contract to support sufficient over heads and profits to maintain the company’s objectives and satisfy the client by completing on the time with the required specification.

These scope, risks, head office over head and profit decided by the management and those cost applied to the final summary of the estimate, this process is called conversion estimate to thnter.       
Task 03
3.1

(a) Describe the various types of errors in a contract bill.

The surveyor when examining bills of quantities, schedules of rates, etc will look for errors of any kind and for any anomalies or peculiarity, which in his opinion make it unwise for the client to enter into a contractual relationship with the tenderer. It should be remembered ,however, that  whilst it is made clear to tenderers when tendering that the client does not bind himself to accept the lowest or any tender contractors naturally accept that their will be sound reasons for rejecting the lowest tender. The surveyor must their for be able to provide those reasons in the event of the lowest tender not being accepted,

 It is because of the use made of the component part of the subsequently that any errors in the bill of quantities/ schedules of rates need to be identified and satisfactorily dealt with. Otherwise, problem will almost certainly arise during the course of the contract and in the settlement of the final account
There are three types of errors in contract bill

1. Arithmetical errors 

2. Pricing errors

3. Pricing method

Arithmetic errors 

These may occur  in the item extension (there for the multiplication of the quantities by the unit rates),in the totaling of a page , in the transfer of page totals to collections or summaries, in  the calculation of percentage additions on the General Summary or 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 for the linier item. Such errors are obvious and not the subject of opinion. Another type pattern error is where and item has not been priced at 

Pricing Method  

Some time a tenderer will not price most, any of the preliminaries item their value being included in some or all of the measured rates. The might great difficulties should any adjustment for the value of preliminaries be come necessaries

Some contractors may price all the measured item at net rates showing the later as and 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 b asked to distribute the lump sum through out the bills a to agree to its being treated as a single percentage addition to all the prices
(b) Discuss the correction of errors in a contract bill
Guarantees and bonds are arrangements whereby the obligations that one party owes to another under an agreement are guaranteed by a third party. The third party, usually an insurance company or a bank, promise to pay a sum of money in the event of non- performance. The following types of bonds and guarantees are often used on construction projects.

1. Performance bonds/ guarantees

2. Tender bonds/guarantees

3. Payment bonds/ guarantees
3.2
(a)  Contract document

The number and nature of the contract documents will normally correspond with those of the tender documents they may be some or all of the following

· Form of contract

· Bill of Quantities

· Specification 

· Schedule  work

· Schedule of rate
· Drawings 
Form of contract

1. The article of agreement, which is the actual contract which the parties sign

2. The conditions with setout the obligations and rights of the parties and detail for the conditions under which the contract is to carried out
3. Supplementary provisions which sets out the rights and liabilities of the parties in regard to value added tax

 Bills of Quantities

  Any errors in the bills must be corrected in the manner described in the single stage selective tendering documents and any necessary adjustment to rates and prices must be clearly and neatly made.
Specifications
  Under the ‘with quantities’ variations of the JCT form, the specification is not a contract document but it is under the ‘without quantities’ variations. In the later case, the specification may have been prepared in the form for the detailed pricing and have been priced by the contractor when tendering.
Schedule of works

 Where bills of quantities do not form part of the contract the contractor may be sent a schedule of works for pricing when tendering, instead of a specification.
Schedule of rate

 Where bills of quantities not provide a schedule of rates is usually necessary as a basis for pricing the work in measured contract and for pricing variations in the case of lump sum contracts
Drawings 

 The contract drawings are not limited to those send to the contractor with the invitation to tender but are those which have been used in the preparation of the bill of quantities or specification. It is important that the contract drawing are precisely defined as amendments may be made to them during the period between inviting tenders and commencing the work on site
b) Differentiate between Tender Document and Contracts Document
	Tender documents 
	Contract documents

	Pre Contract stage
	Post contract stage

	Only signed by contractor 
	Signed by cline & Contractor 

	Has the tender notes & investigation to tender
	Has agreement & bond

	Schedule format
	Price should & works sheet

	Plane drawing
	All drawings


Table 06 (Differentiate between Tender documents & contract document)
Conclusion

I explain of this Assignment has been planed to express the knowledge of different procurement methods, standard forms of contract and the methods of tendering in a range of situation, How to prepare site visit report, Enquiry letters, Contract bill errors  & contract documents. This assignment covers all the part of the contract management. It is clearly explained by dividing into chapters. This individual assignment and I have completed this assignment by gather information for BCAS contract management notes, book, and internet.
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