Contract Management



Task 1.
In this task I have to prepare a report regarding the procurement work. Here the area provincial council has received a grant from international landing agency to establish a hospital in an undeveloped area. Provincial council has found suitable area to build this hospital and their expectation is to invest 

Rs. 200,000,000.00 for the building of this project. They need to implement this project at their earliest as funding agency has impacted time limitation for the availability of fund.
Here chief secretary of area provincial council is the newly appointed person from other department and he doesn’t have any knowledge about procurement work. So I have been appointed to prepare a report it will give a sound knowledge about procurement process and which kind of procurement is suitable for this project.
The report which I am going to prepare is the only way for provincial council chief secretary to get the knowledge about procurement process and his final decision of selecting a suitable procurement method is mainly depend on this report. So I have to include all the relevant details about procurement process.
Task 1.1
In this part I have to report complete description about procurement method. So that chief secretary of provincial council could get a sound knowledge about procurement process. To give a good and comprehensive description I should include following details about procurement.

· What is procurement?

· Why procurement is needed for any kind of project?

· What type of procurement methods are there?

· What are the main functions of each procurement method?

· What are differences in procurement method?

· What are the advantages and disadvantages of each procurement method?

· In what type of project we can use each procurement method?

Ex: For a small investment which procurement method is suitable?
       For a large investment which procurement method is suitable?

       If the time is more important than the money then which procurement is                                      .      Suitable?

What is procurement?

Procurement is the process that is used to deliver construction projects. The dictionary definition states that procurement is 'acquiring or obtaining by care or effort'. Clients who have made the major decision to build are faced with the task of procuring the construction works that they require. But the general meaning of Procurement is the acquisition of goods, works services and/or consultant services are acquired at the best possible total cost of ownership, in the right quantity and quality, at the right time, in the right place and from the right source for the direct benefit or use of corporations, or individuals, generally via a contract. So acquiring necessary goods, works, services and consultancy services at the best possible total cost in the right quantity and quality, at the right time, in the right place and from the right source for the direct benefit should be aimed in well organized procurement process.
Following factors has to be acquired appropriately in procurement process.

· Goods
· Works
· Services
Goods 

It means commodities, raw materials, products, equipment and other physical objects of every description, whether in solid, liquid or gaseous form.

Works 

It means all activities associated with the construction, reconstruction, demolition, repair or renovation of a building, structure or associated activities, such as site preparation, excavation, erection, and building, installation of equipment or materials, decoration and finishing.

Services 

It means services other than consultancy services. 

E.g. Services for building maintenance

Why procurement is needed for construction industry?
Today the construction industry has been developed faster to a greater extent because of the technological improvements and development of human skills. In early ages, contractor’s follows poor construction methods and the standards which are not well organized. But at present time, it has changed and the industry has been identified the importance of; following the well organized standards, managing and taking the maximum usage of the limited resources efficiently and organizing the project according to professional systems. 

The Quantity surveyor’s profession works related directly or indirectly to the cost of the construction project. Client’s expectation always, is to erect a quality building according to his requirements for a reasonable construction sum. The work could be construction of a new building, a civil engineering project, a renovation or a redecoration with repairs of an existing building. Construction work should carryout according to well organized structure in order to produce a quality output while benefiting all the concern parties who involved to the project. Therefore it is Quantity surveyor’s responsibility to prepare most suitable procurement method to take out cost effective decisions throughout the construction project. 


At the beginning of any kind of a construction project, it is required that, the concern parties should enter into a legal contract. Contract means a legal agreement to discharge certain obligations. A procurement system sets up the roles, relationships which constitute the project organization, the procedures of all works, the overall values and style of the Project. There are several types of procurement systems which are in standard forms. It’s important to select the appropriate procurement system which satisfy clients objectives and which according To the nature of end project, which have a positive influence on the success achieved by building project.
Therefore procurements system is a key means through which the client creates preconditions for successful achievement of project specific objectives, the selection of procurement system is depends on client’s objectives. It depends on various factors which influence the project.

If the most suitable procurement method is being selected for any types of construction project, disputes, losses and delays won’t be take much places in that project. By avoiding these problems we can achieve following factors from well organized procurement process. Which are called objectives of procurement.
Objectives of procurement
The procurement process should ensure 
1. Maximizing economy, timelines and quality in procurement resulting in least

Cost together with the high quality

2. Adhering to prescribed standards, specifications rules regulation and good governance

3. Providing fair equal and maximum opportunity for eligible interested parties to participate in procurement
4. Expeditious execution of works and delivery of goods and services
5. Ensuring transparency and consistency in the elevation and selection procedure.
6. Retaining confidentially of information provided by bides.
Above mentioned points are some of objectives of the procurement process. Procurement should maximize the economy. Which mean it should ensure high quality of goods, works and services in least cost. Procurement should also provide fair equal and maximum opportunity to participate in procurement for the parties who have eligibility and interest.
At the same time procurement should retain the confidentiality of information provided by the bidders. Like that, there are so many objectives of a procurement system. We can aim these objectives if only we prepared an organized and successful procurement before starting the project. Therefore it is strongly needed of a procurement system to be carrying out in a construction project.
Beside these objectives of procurement we can also acquire following benefits from well organized and successfully planed procurement process.
Benefits could gain through a procurement system
· All the parties who are going to get involve with the construction can have a clear picture of the project and the procedures of all activities.

· Client can control his cash flow throughout the project.

· A procurement system will avoid unnecessary clashes among the parties.

· Client can get his work done according to his objectives easily.

· Contractor could take a clear picture of his scope of works and how he is going to get paid for his completed works.

· It will reduce the complicatedness of a large scale project.

Above mentioned points are some of advantages that can be gain on a construction project working according to a procurement system. There will be always a risk that whether the selected contractor will perform his job well or not or will he disappear with the advance sum. But a procurement system will reduce that risk and the danger throughout the project because there are some bonds made on beginning of the project that will ensure the contractor’s work will get done as required on the project. If contractor entered in to a bond according to the procurement system, the contractor does not like to lose some bonds that will effect to his goodwill as well as his profits. When procurement is formed at the beginning of the project it will divide all the parties’ commitment and responsibilities among them. So all the parties have clear idea about their commitments and responsibilities at very beginning of the project. This will reduce the problems which may arise during the construction and give solutions for all the problems.  Like that, there are so many benefits which could gain of a procurement system. Therefore it is strongly needed of a procurement system to be carrying out in a construction project.
What type of procurement methods are there?
At present not like in earlier past there number of procurement methods available for construction projects. A little over 35 years ago the clients of the construction industry had only a limited choice of procurement methods available to them for commissioning a new construction project. When construction process, its scale and construction technology began to progress stake holders of the project has to find new procurement methods to give sound solution for their problems which occur while the construction is continue.  Since then there have been several catalysts for change in procurement, such as:

· Government intervention

· Pressure groups being formed to create change for the benefit of their own members, for    example, the British Property Federation

· International comparisons, particularly with the USA and Japan, and the influence of developments relating to the Single European Market

· The apparent failure of the construction industry and its associated professions to satisfy the perceived needs of its Customers in the way that the work is organized

· The influence of developments in education and training

· The impact from research studies into contracting methods

· The response from industry, especially in times of recession, towards greater efficiency and profitability

· Changes in technology, particularly information technology

· The attitudes towards change and the improved procedures from the professions

There are various ways of undertaking building works, but the procurement methods which are used at present can mainly divided into two categories. They are;

1. Traditional procurement methods.

2. Alternative Procurement methods.
Although traditional procurement systems are frequently used over 35 year ago, in recent there has been a significant shift towards alternative strategies. The selection of procurement system depend on the client’s objective and end project, which have positive influence on the level of success achieved by building projects. Here need to control the time and considered cost, variations, complexity, quality, price certainty, responsibility, risk. So selecting most suitable procurement method is very important for construction project.
To select a most suitable procurement method we should have a clear picture about each and every procurement method than only we can select most suitable procurement method for this project. So I am going to give explain all the details about each and every procurement method.

Following chart illustrated the types of procurement methods.
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Chart 01; Procurement methods
Traditional Procurement Method. 
The traditional method of building procurement are still wider used and their respective distinguishing characteristics are as describe below they have gradually evolved during the twentieth century to meet changing circumstances and technological development ,and variants of the main procedures have been introduced from time to time . But the essential principles still applicable.
Even though traditional procurement is still the most common form of procurement in construction industry. It is most suitable where small and medium size projects. The traditional procurement methods that have been used for big size construction are often not suitable. Under the traditional procurement method, the architect is fully responsible for the design; the architect will typically prepare full construction documentation before inviting the contractors to tender for the works, either through competitive tender, or through a negotiated contract. For this method of procurement, we would typically use either a standard form JCT Building Contract. 
Traditional Procurement method basically divided in to five categories. 
They are;

1. Based on Bills of approximate  Quantities 

2. Based on Bills of Firm Quantities 

3. Based on Drawings & specifications.

4. Based on a Schedule of rates 

  5.   Based on Cost Reimbursement 

a) Cost plus Percentage Fee 

b) Cost plus Fixed Fee 

c) Target Cost
We have to justify most suitable procurement method for this project in the other task. To select the suitable procurement first we should identify all these procurement methods, its functions, what are the advantages and disadvantages of these methods, and where these procurement methods are most effective and most efficient. So I am going to describe all these methods one by one clearly. 
1. Contract Based on Bills of approximate Quantities 

Here bidders are invited to quote the unit rates for estimated quantities of different classes of work to be performed at the site. Client’s Quantity surveyor provides the different class of estimated works which has to be done in the site. Client Quantity surveyor may use the quantities which were prepared for an earlier project of a sufficiently similar kind and size. Then bidders have to quote unite rates for all the works mentioned in estimated un priced B.O.Q. Descriptions of works are also included in B.O.Q. it provides a sound basis to quoting unit rates for the bidders. We can start the work on site before completing the design part. So design part won’t be a part of contract.
Ex; if you consider the external plastering of the building client Quantity Surveyor provides the estimated quantities with the specification in the estimated un priced B.O.Q. Then bidders can realize what is the approximate area to be plaster and what are requirements for the external plastering (from the specification). After referring these things bidders quote their unite rates for external plastering. Finally the bid price is taken from summation of estimated quantities multiply by the respective unit rate for the all the items of work.

The essential characteristics of Bills of approximate Quantities method  

· Most common in the public sector for construction works
· Bidders are invited to quote unit rates for estimated quantities of different of work to be performed.
· The bid price comprises the summation of estimated quantities multiply by the respective unit rate for the all the items of work.
· During the contract execution, quantities of work completed are measured as the basis of payment.

· The signing of the contract and the beginning of the work on site may proceed before the design is complete.

· Only the unit rates form part of the contract.

Advantages of Bills of approximate Quantities method
· Construction on site may begin earlier
· The extra expense of preparing firm quantities is avoided 

Disadvantages of Bills of approximate Quantities method
· The bills of quantities cannot be relied upon as giving a realistic total cost at tender stage and in consequence, the parties to the contract are less certain of the extent of their commitment.
· Re- measurement should be carried out at every valuation which may prove more costly
· Does not give a realistic total cost at tender stage
In this method it does not give the clear picture of both parties’ commitments. So problem may arise during the construction. We can’t expect the total cost at the tender stage so total cost may excess than the expected cost. Where client may face difficulties in finding extra expenses. Here we have only estimated quantities so re-measurement should be carried out in every valuation under the basis of payment. It may increase the total cost. In this method contractor won’t do any design part. So client or architect on client behalf has to provide drawings to the contractor. So client also has the considerable responsibility.   
2. Contract Based on Bills of Firm Quantities or Lump Sump Contract. 

Contract based on bills of firm quantities not like preceding one. As the name implies here quantities provide to the bidders are firm. Client quantity surveyor will provide a un priced BOQ with exact quantities. Than bidders has to quote unite rates for each and every work to be performed at the site. The contractor submitting the lowest tender is usually awarded the contract. Here contractor can not start the work before completing the design part. All the design should be completed before signing the project. So the unit rate Quantities and drawings are part of contract. 
The essential characteristics of Bills of firm Quantities method  

· The both the quantities and the unit rates in the bill from part of the contract
· That virtual completion of the design precedes the signing of the contract such a contract is a lump sum contract (some time called a fixed price contract) because a price is stated in the contract as payment for the work described in the bill.

· Being the quantities are firm, no need of re-measuring the work completed.

· The contractor is paid for the quantities given in the BOQ unless there is a variation order, which will be deal separate under variations.

Advantages of Bills of firm Quantities method  

· Both parties have a clear picture of the extent of their respective commitments.
· The unit rates in the bill provide a sound basic for the valuation of any variation to the design.
· A details breakdown of the tender sum is readily available.

Disadvantages of Bills of firm Quantities method  

· The length of time taken in the design of the project in the preparation of the bills of quantities.
· The problem of dealing with those variations which are so fundamental or extensive as to change the character of the reminder of the work or the condition under which it has to be carried out.

3. Contract Based on Drawings & specifications.

This method closely resembles that described in bills of firm quantities above, the difference being that no bills of quantities are supplied to Bidders who have to prepare their own quantities from the drawing provided. So every bidder has to prepare a BOQ. This procedure is intended to be used for relatively small works and for sub-contract works, so this method is very rarely used in large construction projects.
The essential characteristics of Drawings & specification method. 

· Bidders are supplied only with complete set of drawings and a full specification.
· That virtual completion of design must precede the signing of the contract.  

Advantages of Drawings & specification method.

· The time required for the preparation of tender documents is reduced, as the time consuming process of preparing bills of quantities is eliminated.
· Both parties can have a clear picture of their respective commitments at the time of signing the contract.

Disadvantages of Drawings & specification method.
· No detailed breakdown of the tender sum is readily available (although the bidders may be asked to provide a Contract Sum Analysis, either as a part of their tender submission or subsequently).
· The valuation of variation presents problems, as indicated above.
· Every bidder has to prepare a tender and tendering takes more time.

In this procurement method every bidders have to provide their own tender and tendering takes more time. This procedure is most popular in relatively small works and for sub-contract works. When client makes variation it may course to create problems between client and contractor. It is very rarely use this method in large construction projects.

4. Contract Based on a Schedule of rates. 
Contract Based on a schedule of rates sometimes known as measured contracts or measurement contracts. Here client quantity surveyor provides the priced BOQ to the bidders. Bidders are invited to make percentage addition or deduction to the listed rates. Often usage of particular standard schedule allows contractors to familiar wit both item description and the rates. After submitting the bids it is very difficult to select the suitable bidder because client quantity surveyor has to not only compare the bid price among the submitted bids but he has to compare the submitted bids with original bid which is provided to bidders earlier. Because of the complexity tender evaluation procedure is some what difficult in this method. The particular advantage arising from its use is that is allows for a contract to be signed and work to start on site when the design is only in outline form and in consequence that pre-contract period is reduced considerably.
The essential characteristics of Schedule of rate method.

· All items which likely to arise in any construction project are listed under each trade with unit rates.

· Bidders are asked to tender percentage additions or deductions to the listed rates.

· Often usage of a particular standard schedule allows contractors to familiar with both item descriptions and rates.

· Tender evaluation is somewhat difficult. 
Advantages of Schedule of rate method
· Tenderers’ using a particular schedule often soon become familiar both with the item descriptions and the rates and are, able to assess percentage adjustments relatively easily.

Disadvantages of Schedule of rate method
· In comparing and assessing a range of tenders, the surveyor has the task of gauging the effect of a series of variables, making the choice of the most favorable tender difficult 
· The parties are unable to have a precise indication of their respective commitments                                                               
5. Contract Based on cost reimbursements.

This method is also known as the cost plus. Because client always has to pay some additional amount than actual cost for the construction. Here payment is mainly based on the invoice. It should be noted that no site measuring is necessary other than as checks on the quantities of materials for which the contractor submits invoice, and for purposes of checking nominated sub-contractors’ and nominated suppliers’ accounts.

So there is no need of site measurement. In every valuation contractor provides the invoices to the client quantity surveyor to evaluate the cost. After evaluate the total cost for the period then some amount should be added as both party agreed earlier. This method is very suitable where time is more critical than the money. But construction cost for the client is normally greater than the other methods.
The essential characteristics of cost reimbursements method.
· Commonly termed as “Cost Plus”. 
· Provide for the reimbursement of the contractors prime costs for measurable inputs such as labor, materials, equipment, insurance, spare parts, tools fuel etc. together with a fee to cover his associated overheads and profits.
· Good for circumstances where time is more critical than cost.
· Payment based on invoices and resources consumed are checked with invoices consumed are checked with the invoices famished by the contractor.

      Construction fee can be decided from following ways.

· Cost + fixed fee

· Cost + percentage fee

· Cost + a variable fee, based on targets

Advantages of cost reimbursements method:

· Construction work can start quickly

· No measurement of work

· Some times may be profitable due to time value of money

· Work on site may proceed before the detailed design is complete
Disadvantages of cost reimbursements method:
· Vast amount of investigation is needed over invoices 
· Cost of construction for client is normally greater than of other methods
· Computation and verification of total cost is a tedious process.

Alternative Procurement Methods.
Although traditional procurement systems are frequently used, in recent there has been a significant shift towards alternative strategies. The selection of procurement system depend on the client’s objective and end project, which have positive influence on the level of success achieved by building projects. Here need to control the time and considered cost, variations, complexity, quality, price certainty, responsibility, risk. So this procurement method is need to construction project.

Since the early 1960s, various alternative ways of promoting and carrying out construction projects have been devised with varying degrees of success. 
The reasons why many building owners and developers considered that the traditional procedures were no longer satisfactory were:

· The rapidly spiraling cost of construction meant that large sums of money had to be borrowed to finance projects.

· High interest rates meant that the time occupied by the traditional procedures resulted in substantial additions to the construction cost.

· Clients were becoming more knowledgeable on construction matters and were demanding better value for money and an earlier return on their investment.

· High technology installations required a higher quality of construction.

Because of rapid and vast progress in construction industry there many different types of high technological installations and vast amount of investments are utilized in construction projects. So client demand for better value for money and an earlier return on their investment. So to fulfill clients’ requirement earlier return for the investment should provide with high quality. When we consider about these things alternative procurement method is very suitable for large construction projects with using of high technology and vast investments. Another important factor has been bringing the contractor in at an early stage in the design of a project. Under the traditional procedures, the contractor rarely played any part until the tender stage was reached, after virtual completion of the design.
There six different kinds of procurement method under this category. To select most suitable procurement method for this project we should have a clear picture about all these methods. I have illustrated all the details about each procurement method as follows.
The types of alternative procurements methods use in construction industry are given bellow;

1. Design And Build
2. Turnkey contract
3. Management Contracts
4. Construction Management 
5. Project Management 
6. Private investment
1. Design and build

The term “Design and Build” refers to the procurement strategy that entails the contractor carrying out the all work; such as the design works as well as the construction and completion of the work. It is a form of building procurement whereby the contractor will design and construct the project. A design and Build contract is one in which a single entity, usually a contractor assumes responsibility for the design in whole or in part and for the construction and completion of a construction project. 

In this method, the 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 en inclusive sum.

This arrangement is used to minimize the project risk for client and to reduce the delivery schedule by overlapping the design phase and construction phase of a project. Where the design-builder is the contractor, the design professionals are typically maintained directly by the contractor.

Design and Build Procurement Method Procedure 

· First of all, the client (or an architect on his behalf) preparing his requirements in as much or as little detail as he thinks fit.

· Then these are sent to a selection of suitable contractors each of whom prepares his proposals on design, time and cost, which he submits together with an analysis of his tender sum.

· After that the client accepts the proposals he is satisfied best meet his requirements and enters into a contract with the successful contractor (tender)

· Finally, the latter then proceeds to develop his design proposals and to carry out and complete the works.

Following chart illustrate relationship between parties in design and build contract.

                Chart 02; Relationship between parties in design and build contract
Contractual links in design and build contract.

· Between the client and the contractor;

· Between the contractor and each sub-contractor;

· Between the client and each of his independent advisers.

Advantages in Design and Build Contract.

· Single point responsibility is provided, i.e. the contractor is solely responsible for failure in the design and/or the construction. Because, totally the design and construction will be carried out by the contractor. 

· The client has only one person to deal with, namely the contractor, whose design team includes architects, quantity surveyors, structural engineers, etc. (The client may use the services of an independent architect and quantity surveyor to advise him on the contractor’s proposals as to design and construction methods and as to the financial aspects respectively. 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 complied with)

· The client is aware of his total financial commitment from the outset. 

· Close intercommunication between the contractor’s design team and construction team promotes co-operation in achieving smoother running of the contract and prompt resolution of site problems.

Disadvantages in Design and Build Contract
· Variations from the original design are generally discouraged by the contractor and if allowed are expensive.

· The client has no means of knowing whether he is getting value for money unless he employs his own independent advisors, on the other hand it is also increasing the cost of the project additionally.

· 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.   

The selection contractor in design and building method should be based upon a brief of the client’s requirements. This brief should be carefully worked out by independent professional advisors and coasted by them so that the contractors are tendering on that basis. It is an expensive business for design and build contractors to tender in competition as each contractor will have to work out a design to suit the client and within the budgeted amount. 
2. Turnkey contract.

This method is very similar to design and build contract method. A design and build contract, sometimes referred to as a package deal, is a -contractual arrangement whereby the contractor offers to design and build a construction project for a sum inclusive of both the design and construction costs. Contractual arrangements vary considerably, ranging from projects where the contractor uses his own professional design staff and undertakes both complete design and construction, to projects where the contractor, specializing in a certain form of construction, offers to pro​vide a full service based on preliminary sketch plans provided by the employer's architect. Design and build contracts can be on a fixed price or cost reimbursement basis, competitive or negotiated. Where they in​clude the total financing of the project they are generally referred to as turnkey contracts. So turnkey contract can be consider as the part of design and build contract in some cases.
The essential characteristics of Turnkey contract.

· Both "design-build" and “turnkey" contracts involve the Contractor's total liability for design. 

· In turnkey contracts, the Employer's requirements usually include provision of a fully ​equipped facility, ready for operation (at the turn of the "key"). Turnkey contracts typically include design, construction, fixtures, fittings and equipment, the scope of which would be defined.

3. Management Contracts

Here client will appoint a person as management contractor. The main characteristics 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 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 on tenders obtained from a number of suitable contractors for,

· The management fees and
· Prices for any additional services to be provide 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, coordinating, 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, welfare, essential attendances on the works contractors and dealing with labor relation matters.
The essential characteristics of Management Contracts.
· A method where overall design is the responsibility of the client’s consultants, and the contractor is responsible both for defining packages of work and then for managing the carrying out of this work through separate trades or works contracts.
· The management contractor does none of the construction work himself but divided up in to working packages which are sublet to sub contractors.
· Each sub contractor will enter in to an agreement with management contractor.
· Role of the management contractor is to provide contract management service on a fee basis as part of the client’s management team.
· His main duties are organizing, coordinating, supervising and managing the construction works in co-operation with the client’s other professional consultants.
· As part of his service, he may provide and maintains all the necessary site facilities such as offices, storage and mess huts, power supplies and other services etc.
· With management contracts, administrative matters relating to valuations and payments are in the hands of the client’s consultants.
When client find a management contractor he has to consider following criteria to select a good management contractor:

· Experience of management contracting.

· Quality and experience of project staff.

· The management fee

· Program and method statement.

· An estimate of the site management and preliminary costs

· Any comment on the estimated cost of the work given the other information available

· A method statement giving outline proposals for carrying out the work, including a draft list of work packages (sub contracts)

· A draft contract program

· Details of the proposed management team

· A proposed typical sub contract form

Clients are attracted to management contracting in reason past because of following reasons:

· Construction can start before design is complete, and design can be changed during the construction phase;

· Construction expertise is available to improve on the design;

· Better coordination of specialist contractors through detailed planning of work packages and common facilities;

Following chart shows the normal pattern of relationship and indicates the lines of communication between the parties in a management contract. 


               Chart 03: Relationship between parties in Management Contracts
Advantages in Management Contracts

· Work can begin on site as soon as the first one or two works packages have been designed.

· Overlapping of design and construction can significantly reduce the time requirement, resulting in an earlier return on the client’s investment.

· The contractor’s practical knowledge and management expertise are available to assist the design team.

· Where the nature and extent of the work may be uncertain, as in refurbishment contracts, the design of later 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.
Disadvantages in Management Contracts
· Uncertainty as to the final cost of the project until the last works contract has been signed.

· The number of variations and the amount of remeasurement 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, and because packages are sometimes let on less than complete design information.
4. Construction Management.

Construction management is not a procurement system in itself but is only part of the total progress. It is professional consultant services to the client, provided on fee basis, with the design and construction services being provided by other organizations.

The construction manager is responsible for the organization and planning of the construction work onsite and for arranging for it to be carried out in the most efficient manner. The construction work itself normally carried out by a number of contractors, each of whom is responsible for a defined work package. All the work packages together constitute the total project. Each works contractor enters into a direct contract with the client. It may be,

· Direct payment of separate contracts

The construction manager engages trade contractors and suppliers on behalf of the client. Latter, client pays the trade contractor or supplier directly and makes a separate management fee payment to the construction manager.

· Cost plus

The construction manager engages and pays trade contractors and suppliers on behalf of the client. The construction manager is reimbursed for costs by the client, and paid an agreed management fee.

Advantages of Construction Management.

· The construction work is more closely integrated into the management of the project

· Close liaison between the construction manager and design manager leads to prompt identification of and decisions relating to practical problems

· Detailed design can continue in parallel with construction, work packages being let in succession as the design of each is completed, thus shortening the project time

· Privities of contract between the client and each of the works contractors provide the client with a readier means of redress in the event of difficulties, such as delays, arising

Disadvantages of Construction Management
· The client has one more consultant and a number of contractors’ with whom to deal instead of only one main contractor

· The client financial commitment is uncertain until the last of the works contract has been signed.
5. Project management.
Project management is not a procurement system in itself in that it does not include the site construction process but only its general supervision. It has been defined as ‘the overall planning, control and co-ordination of a project from inception to completion aimed at meeting a client’s requirements and ensuring completion on time, within cost and to required quality standards’.

A number of project management organizations came into existence during the late 1970s and 1980s to meet the need for the management of projects which were becoming larger and increasingly complex. Many clients do not have the in-house skills and experience necessary for the successful management of construction projects and so need to employ an independent project management company to do it for them.

Quantity surveyors, by their training and experience financial and contractual matters, coupled with a detailed knowledge of construction processes, are well qualified to offer a project management service, and a number of established quantity surveying practices have set up associated companies offering such a service. Other groups of professionals, such as architects, engineers and building and valuation surveyors, are also now filling this role.

The project manager, in effect, becomes the client’s representative, with authority to supervise and control the entire planning and building operation from acquisition of the site to completion the project and settlement of the accounts. The service he provides is essentially one of planning, organizing and coordinating the services provided by surveyors and lawyers in relation to site acquisition; the architect, engineers and quantity surveyor in relation to project planning and design; and the contractor sub-contractors in carrying out the site construction work; but does not include the carrying out of any of their duties himself.

The essential characteristics of Project management.
· The Project Manager becomes the client’s representative, with authority to supervise and control the entire planning and building operation from acquisition of the site to completion of the project and settlement of the accounts.
· Quantity Surveyors, by their training and experience in financial and contractual matters, coupled with a detailed knowledge of construction processes, are well qualified to offer a project management service.
6.  Private investment
Infrastructure projects which are not identified to be financed under the Consolidated Fund may be identified to be financed/developed by private investors. Projects financed by the private sector will be considered on a Build, Own and Operate, Build, Own and Transfer, Build, Own, Operate and Transfer (BOO/BOT/BOOT) and other variants would be built, owned and operated by the investor or transferred or leased to the public sector after a concession period.

Infrastructure Projects
 Infrastructure Development Projects managed by the Private Sector on Build- Own-Operate (BOO), Build-Own-Transfer (BOT) or other variant basis, which will be wholly or partly implemented by the private sector include, but are not limited to:

· power plants

· highways

· ports

· airports

· telecommunications

· railways

· transport systems

· industrial parks

· solid waste management

· water supply and drainage

· Warehouses, housing, markets etc.

· Land reclamation

· Other economic infrastructure

Task 1.2
In this task I have selected most suitable method for this hospital project. In task 1.1 I have all the necessary details about all the procurement methods. So we have to consider their advantages compareraly and find a most suitable one among them. 

When we consider about traditional method of procurement there five different categories under this method. All these methods are very slow in progress and it does not give a realistic total at the tender stage. At the same time in this procurement method client also has to under take equal responsibility as contractor.

When we consider about our project it is a hospital project and the expectation is to invest is Rs. 200,000,000.00. So this is not a small project. As I mentioned earlier traditional procurement methods are most suitable where small and medium size projects. The traditional procurement methods that have been used for big size construction like this is often not suitable. In the other hand international landing agency provide the fund for this project and they have impacted time limitation for the availability of fund. So provincial council has to start the project as soon as possible. Funding agency already has decided what is the amount that they will invest for this project. So provincial council has to prepare a budget for that investment. So client should know the actual total cost for this project at the earlier stage to avoid excess in the proposed budget. But traditional procurement method does not give the realistic total cost at earlier stage. Even though provincial council needs to start their project as soon as possible they have selected the suitable land only for the project. So they have to do lot of works before starting the construction. As the client have not much knowledge about construction it may take too much time to complete these works. If client can find a procurement method where contractor will do the design part as well as the construction part, organizing, planning and coordinating than it is very important for this situation and very suitable because of the less knowledge of the client. Beside these factors selected procurement method should reduce the time and construction can be started very quickly.
According to our given task the provincial council need an early start of the works and wishes have the expertise and experience of the contractor. But they only have selected the suitable land only. So there still have to be do more work. If we evaluate the alternative procurement method which is most suitable for the above project, we can come to following decision.

Management contracting

If we consider the management contracting method, in my point of view it is not suitable for the project. Because, when we select the management contracting all the documents should need. But in this case client only have selected a suitable land only. He doesn’t have any other documents (Drawing, specification, bill of quantity, contract documents etc.) regarding the construction. Therefore the management contracting is not possible method to implement the project. The management contractor is nominated by the client. He does none of the construction work himself. But in this project design part should done by main contractor.  For these reasons management contracting alternative procurement method is not suitable. 
Design and Build
In this method client has no responsibility for the design part as well as the construction part. Before selecting the contractor client can forward his requirement then all the contractors will prepare their design and submit it to the client so client can select a most suitable design it may better than what is the requirement he needed earlier. After selecting the main contractor client can do any modification with the main contractor. Because of the main contractor is more expertise in construction field he can appoint most suitable sub contractors for sub contracting works. Here design part as well as the construction part will do by the main contractor so there is close relationship between design staff and construction staff it will lead a smooth finish. Other advantage of this method is if client may feel he will not receive benefits for his investment then he can appoint a person to advise him and lead the main contractor in smooth way without any difficulties with the main contractor. 
When we consider about our project this is the Hospital project with the investment of Rs.200, 000,000.00 so this is not a small project. The Provincial council needs an early start of the work and wishes have the expertise and experience of the contractor. And they have only selected a land for the construction. They have not prepared any design part for the construction. Here we have to consider the client, Project implementation begins with the client, the sponsor of the construction process, who provides the most important perspective on project performance and whose needs must be met by the project team. Therefore here the client needs a early start of work. For these conditions Design and Build procurement system is most feasible for this project. Here, design-builder is usually the general contractor. This system is used to minimize the project risk for an owner and to reduce the delivery schedule by overlapping the design phase and construction phase of a project. It is important to note that the design-build method, while not focused on saving the client’s construction costs, nonetheless often saves the owner money on the overall project. The combined effects of carrying a construction loan (which typically carries a higher interest rate than permanent financing) and an earlier useful on-line date usually yields considerable overall profitability to the project and may make seemingly unfeasible projects into genuine opportunities.
So most suitable procurement method for this project is Design and builds method. Following factors confirm it.

· Design and build method is suitable for this project. Because here the 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 an inclusive sum. A proprietary, prefabricated building system may or may not be use. 

· The procedure is initiated by the client preparing his requirements in as much or as little detail as he thinks fit. These are then sent to a selection of suitable contactors, each of whom prepares his proposals on design, time and cost, which he submits together with an analysis of his tender sum. The client then accepts the proposals he is satisfied best meet his requirements and enters into a contract with the successful tender. The latter then proceeds to develop his design proposals and to carry out and complete the works.

· The client may use the services of an independent architect and quantity surveyor to advise him on the contractor’s personals as to design and construction methods and as to the financial aspects respectively. He may also appoint an agent to supervise the works and generally to act on his behalf to ensure that the contractor’s proposals are complied with.

· The client has only one person to deal with, namely, the contractor, whose design team includes architects, quantity surveyors, and structural, engineers ect.

The client is aware of his total financial commitment from the outset.

· Close intercommunication between the contractor’s design and construction terms promotes co-operation in achieving smoother running of the contract and prompt resolution of site problems.

· Single point responsibility is provided i.e. the contractor is slowly responsible for failure in the design and / or the construction.
This method of procurement involves the contractor being responsible for design as well as construction, it can be suitable for:
· The provincial council needs a contractor with the service of designing and building, because they want the expertise and experience of the contractor.

· And the provincial council doing this project under the investment of international landing agency and agency has impact time limitation for the availability of fund. So client is expecting earlier start of construction.
· cost certainty

Task 1.3
In this task I have to list out various conditions of contracts and brief details about condition of contract which is applicable here.

There various kind of condition of contracts is there. We categories those as follows.

· FIDIC 

· ICTAD

· JCT

· ICE

Of these conditions of contract method I have selected JCT condition of contract even though all conditions of the contract can be applicable through the important features of the JCT Design build contract and I am going to describe how it allocates important commercial risks associated with construction projects including: cost, time and design.

At the same time we have selected Design and build methods it is very suitable and JCT condition of contract is the most widely used and well known system in world wide.

JCT Condition of Contract

The JCT (Joint Contracts Tribunal) is a body consisting of

· Association of Consulting Engineers,

· British Property Federation,

· Construction Federation,

· Local Government Association,

· Nationalist Specialist Contractors' Council,

· Royal Institute of British Architects,

· Royal Institution of Chartered Surveyors and

· Scottish Building Contract Committee.

The committee is intended to reflect all the interest groups involved in construction in the

UK and the contracts they issue are supposed to reflect a fair balance between those interests. Most UK contractors are averse to contracting on non-standard forms and will carefully consider (and price) risks associated with amendments which substantially alter the "balance" of these contracts. For this reason many consultants feel that amendments are to be avoided. Certainly they should not be embarked upon by anyone without legal training and an excellent understanding of the contract conditions. However carefully drafted amendments can enhance the contract conditions and fit them precisely to the needs of the particular project.

JCT contracts

The JCT issues a number of "Standard Form" building contracts but the main groupings are based on the value and complexity of the project and a number of fundamentally different alternative approaches to procuring building works.

The “value” categories are:

· Contracts for Homeowners: designed for alterations and extensions in a domestic

Setting.

· Contract for Minor Works: i.e. simple and low value

· Contract for Intermediate Works: i.e. relatively simple and lower value

· Contract for Major Works: For very large projects and experienced developers.

· The procurement route (with fundamentally different responsibilities for the

Contractor and the developer) are:

· "Traditional" contracts: i.e. for use when the "client" appoints the design team

Who design the project and "administer" the contract with the builder.

· "Design Build" contracts: i.e. the builder undertakes all the design and

Construction works. The contract is "administered" by the Employer's

Agent.

· Management Contracts: i.e. the "builder" (or "management contractor") works

With the design team for the client to administer specialist works packages or

Subcontracts.

JCT contracts are the most commonly used standard form contracts for building works in the UK. It is estimated that as many as 90% of UK construction projects are carried out on JCT terms.

Joint Contracts Tribunal Standard Form Building Contract: With Contractor's Design 2005 Edition.

The "with Contractor's design" is for use where the contractor is to be responsible for both the design and construction of the building works ("the Works"). Clients like this arrangement because it means they have only one point of contact (and responsibility) for the project. However under this arrangement, clients are one stage removed from the designers. Because of this, the contract is less suitable for the client who is not quite sure what the finished building should be like and may want to make changes. The form is also less suitable for Refurbishment/conversion works where the exact scope of the building works cannot be defined until the structure has been opened up.

Employer's Requirements / Contractor's Proposals

The basic scheme of the contract requires the Contractor to design and construct the Works in accordance with "the Employer's Requirements". The Employer's Requirements are a sort of specification for the Works. The Contractor's method of compliance with the Employer's Requirements will be detailed in a document called "the Contractor's Proposals".

If there is a discrepancy between the two documents the Employer can issue an instruction to clarify what he wants. In most cases, where that instruction involves an extra cost, the Employer will have to pay. This is an area where amendments can significantly improve the Employer's control by reference to the Requirements and put some cost risk on

the Contractor, under the unlamented contract conditions the "balance" is rather with the Contractor and his proposals.

Design
The design obligation is to exercise the standard of skill and care of an "appropriate professional designer". The Works must comply with all statutory requirements. It is common for amendments to clarify and amplify the JCT conditions. Contractors and their insurers do not usually object to such changes provided they do not seek to impose any absolute or fitness for purpose obligations.
It is good practice to add copyright provisions in relation to the design such that the client will have a license to use the design for normal activities associated with property ownership including repairs, alterations and (sometimes) extensions.
Work and Materials
The obligations as to the standard of work and materials will be dictated by the Employer's Requirements and the Contractor's Proposals. Where those documents are silent, implied terms about satisfactory quality etc will apply. Again the contract provisions can be amplified to reflect common contract standards relating to quality and fitness for purpose for materials.

Price / Contract Sum

Pricing arrangements are straightforward provided there are no "Changes" 

Ex; variations in the Works. In practice there are usually some changes and adjustment to the price by reference to the Contractor's Contract Sum Analysis (a build up to the price which is a contract document) will apply. The latest form of the contract also includes provisions for the Contractor to supply a "quote" before an instruction for a Change is issued.

Clients are often surprised by how much variation in cost is permissible within JCT

Conditions. If the client is concerned about this issue (perhaps because funding is limited or the project is "borderline" commercially viable) the contract can be amended to incorporate a guaranteed maximum price. Most contractors would be highly suspicious of such amendments unless they were clear that the design for the project was quite advanced and carefully priced.

Interim Payments

The Contractor will be paid for the Works as they progress via monthly valuations of the work completed/materials on site. It is important that the contract procedure for valuation and payment is followed very precisely. If correct procedures are not followed the Contractor may be entitled to require payment of the valuation requested by him regardless of Quantity Surveyor's assessment. This is because the JCT contracts all comply with the Housing Grants Construction and Regeneration Act 1996. That act imposes strict rules concerning late payment and deductions from interim payments under building contracts. Amendment to the payment terms of JCT contracts will often result in a "breach" of the Act such that a Government Scheme would apply. Accordingly if the Client is concerned about any aspect of

The payment conditions specialist legal advice should be sought.

Completion and "Claims"

When the Works are "Practically Complete" a small retention will be released (usually two and a half per cent). Practical Completion does not mean complete and perfect. Lawyers debate precisely what it means but most agree that at Practical Completion the building should be fit for occupation. The contract is often amended to specify a definition for practical completion.

After 6 or 12 months (the contract will specify the period) the Contractor must deal with snags and a final retention (usually two and a half per cent) is released.

The retention is supposed to be held "in trust" for the contractor but it is common for a clause to be amended to make it clear that no trust will apply (particularly where such a trust would be inconsistent with the Client's funding arrangements)

The contract requires the Contractor to complete by an agreed date unless there are reasons why he has been delayed by issues such as varied work, force, weather etc. A complete list of "relevant events" is set out in the contract and will include any act or omission by the Employer or those for whom he is responsible that delays the Contractor. Delay by a relevant event should prompt a deferral of the contract completion date. The onus is on the Contractor to tell the Employer's Agent what is happening and the delay it will cause. It is often extremely difficult to work out exactly what "overrun" the contractor should be allowed. This is also an area where disputes are common and we recommend amendments that clarify and limit the Contractor’s ability to claim extensions of time.

Some relevant events may also give rise to claims for extra costs associated with extra time on site. These are also listed in the contract and principally focus on action/inaction by the Client including Changes to the Employer’s Requirements. Claims for such "loss and expense" are also an area where disputes are common.

The usual heads of loss and expense claims are:

· Site set up costs (site hut, foreman etc)

· Overhead costs

· Loss of profit

· Subcontractor claims

· Finance Charges

These costs will not be covered by conventional "quotes" for changes but amendments to ensure that a "rolling final account" approach to interim valuations are often agreed.

If the Contractor is late completing and has not been delayed by relevant events, he must pay liquidated damages at a stipulated rate per week. The contract procedure for the Deduction of liquidated damages must be followed or the deduction will be unenforceable. The onus is on the Client (not the professional advisors) to serve the required notices.

Many clients find the provisions for the adjustment of the completion date unattractive. This can be addressed by deleting and amending some (but not all) carefully selected "relevant events". Sophisticated provisions for "long stop" "drop dead" completion dates can be added but they work best with clauses providing for acceleration measures and partnering style "bonuses" for "early" completion. Contractors will often want to negotiate such provisions so it is vital that this issue be addressed in the early stages of procurement.

Insurance and safety

The contract provides for insurance of the Works as they progress. The Contractor must also give a limited indemnity to the Client and have Public Liability Insurance in respect of third party claims arising out of the Works.

Termination

Complex termination provisions apply in relation to insolvency, breach of contract etc.

Dispute Resolution

There is a dispute resolution includes adjudication provisions in compliance with the Housing Grants Act. Adjudication is a swift dispute resolution procedure which produces a result which is binding (and enforceable) pending final determination by litigation or arbitration
Assignment
The contract is not assignable which may present problems if the Client wishes to pass on the benefit of any rights under the contract to a purchaser, tenant or related company occupying the building. Contractors will often accept limited amendments to the assignment provisions of the contract.
Third Party Rights / Warranties
These are often required for benefit of tenants, purchasers and funds. The JCT Conditions provide for some rights or warranties. Although the standard JCT provisions may satisfy the requirements of some, most Banks and Purchasers will want better rights against the Contractor. There are also some problems with the JCT provisions that are not consistent with standard form professional appointments. We recommend that the JCT clauses be amended.

Conclusions
The contract is a standard form which is in very wide usage in the UK. It balances risks concerning design and delay in a way which is widely considered to be "fair".

JCT contracts are NOT fixed price. Amendments are possible and may be desirable but wide ranging changes of such a complex contract should not be undertaken without taking legal advice.

Task 1.4
In this task we have to select appropriate tendering method for this project. Before we select suitable tendering method it is necessary clear following questions.

· What is a Tender? 

· What kind of tendering methods are available?
What is a Tender?             

Tender is a process by which one can seek prices and terms for a particular project, such as a construction job to be carried out under a contract. The sealed offers themselves, including company information, a project outline, and a price quote, are known as tenders or bids. 

· Legal tender, a term for currency 

· Tender offer, used to propose a buyout of a public company 

· Tendering, or call for bids, can also be referred to as Public Procurement, a way in

Which Bodies governed by Public Law buy what they need for their activities

Tenders are governed by the various countries legislation

The selection of a contractor to carry out a construction project is an important matter requiring careful thought. A wrong choice may lead to an unhappy client / contractor relationship, a dissatisfied client and possibly even an insolvent contractor.

Any one contractor will not be suitable for any one job. A contracting organization will be geared to work of a particular size or price range and will be unsuitable or uneconomic for contracts outside that range. For example, a national company would probably not be suitable to carry out a small factory extension or to build a single house on an infill site in an urban location. The overhead costs of that size of organization would b such as to make it impossible for the company to carry out the work for an economic price.

It is the client’s decision as to the most appropriate tendering method that will be used. Clients should use their best endeavors to select a tendering system best suited to the project to be undertaken including the basis upon which the project is being procured. 

What kind of Tendering methods are available?
There three major tendering method. They are;
1. Nomination Tendering
2. Selective Tendering
I.   Single Stage Selective Tendering

II. Two Stage Selective Tendering

3. Open Tendering

Nomination Tendering

Nomination is a special case of selective tendering, the short list containing only one name. It is used when the client has a preference for a particular firm, often because it has done satisfactory work for him before. In the nomination only one firm tenders for a job, competition is eliminated. The client may think it is worth paying more, however, in return for a quicker job or one of better quality than he might otherwise get. 

Contractor is selected based on nomination; the contract sum will be arrived at by a process of negotiation. This may be done using bills of quantities or schedules 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 prices are discussed and agreed until eventually a total price is arrived at which unacceptable to both sides.

The negotiation will be conducted between the both parties (Estimator and Consultant Quantity Surveyor). The negotiation is one party will usually price the tender document first of all. The other party will then go through the rates and prices, ticking off those which are acceptable and then the two surveyors will meet to negotiate. When agreement on the whole is reached, a contract will be entered into between the client and the contractor.

Advantages Nomination Tendering Method

· Nomination is a minimum cost of the tendering

· It is possible to work start at very quickly

· Nomination is save the time for tender processing

· Working quality is very good and client is more satisfaction

· At the beginning itself client, contractor and consultant could maintain a good relationship.

Disadvantages Nomination Tendering Method

· Competition is eliminated therefore tender sum is increase

· Lots of negotiations have to be done before coming into a final agreement

· Direct negotiations without preceding competitive tendering should be avoided.

Selective tendering

Selective tendering may be either single stage or two stage, depending on whether the full benefits of competition are desired (in which case single stage tendering is used) or whether limited competition plus earlier commencement of the works on site is considered advantageous (using two stage tendering)

In common, the client companies will call for suitable contractors by newspaper advertisements to register with them in the intention of selecting contractors for future projects. By this way, after the required examinations the employers/clients will select a number of contractors and register with them. Whenever they want to carry out a project they will send the letters of invitation to tender to these selected contractors. 
Single stage selective tendering
Under this procedure, a short list is drawn up of contractors who are considered to be suitable to carry out the proposed project. The names may be selected from an approved list maintained by the client or may be specially chosen.

It is recommended that the number of tenderers should be limited to between five and eight, depending on the size and nature of the project. If the firms on the list are all ones which are reputable, well-established and suitable for the proposed work, and the client fixes the construction time, then the selection is resolved into a question of price alone and the contract can be safely awarded to the firm submitting the most favorable tender.   

Advantages of Single stage selective tendering method
· It ensures that only capable and approved firms submit tenders.
· It tends to reduce the aggregate cost of tendering.
Disadvantages of Single stage selective tendering method
· The cost level of the tenders received will be higher, owing to there being less competition and also to the higher caliber of the Tenderers.

Two stage selective tendering

This procedure is used when it is desired to obtain the benefits of competition and at the same time to have the advantage of bringing a contractor into the planning of the project, through making use of his practical knowledge and expertise. It may also result in an earlier start on site.
The first stage aims to select a suitable contractor by means of limited competition. The second stage is process of negotiation with the selected contractor on the basis of the first stage tender.
Advantages of two stage selective tendering method

· Tender evaluation is easy.
· As being best procedure, affording maximum efficiency and economic advantage.
· It ensures that only capable and approved firms submit the tenders.
· It reduces the aggregate cost of tendering.
· It offers both a popular and relatively straightforward procedure, ensuring the receipt of meaningful tenders with least delay.
· Under the two stage tendering method, the contractor suggestions can be taken in to account in terms of cost, time and quality.
Disadvantages of two selective tendering methods
· The cost level of the tenders received will be higher, owing to their being less competition and also to the higher caliber of the bidders.

· Delays in providing design information can result in project overruns and additional cost.

· Second stage negotiations could prove difficult and protracted. In such situations a higher than the market price may have to e accepted if delays are to be avoided. 
Open Tendering Method

Bidding process that is open to all qualified bidders (who meet the minimum standards of experience, financial ability, managerial ability, reputation, and work history for a specified class) and where the sealed bids are opened usually in public for scrutiny and are chosen on the basis of price and quality. 
Under this method, contractor are invited by means of notices placed in suitable publications, such as technical and trade journals, and the national and local press, to apply for the tender documents and an opportunity to price a particular contract. Such notices give certain basic information about the project, for example its character, location, size, approximate value, the required completion date, and any other relevant points of particular interest to would be tenderers.

Applicants are likely to be asked to pay a non- refundable deposit for the contract particulars, partially to defray the cost of producing the documents, and to show that they are seriously interested in tendering for the work. Following receipts of the documents, the tenderer will price the bill of quantities and, generally, the employer will accept the lowest tender, provide that he is satisfied that the contractor has the necessary resources available to the work, is reputable, and has successfully completed work of a similar nature. In many instances the employer will require the contractor to provide a performance bond.

The employers more likely to adopt this method of tendering are local authorities, nationalized industries and similar bodies, with private companies and organizations being more inclined towards selective tendering. Open tendering is frequently used, however, for the supply of certain bulk commodities required on a frequent and regular supply basis.

Advantages of open tendering method
1. There can be no charge of favoritism as might be brought where a selected list is drawn up

2. An opportunity is provided for a capable firm to submit a tender who might not be included on a selected list.

3. It should secure maximum benefit from competition.

Disadvantage of open tendering method

1. There is a danger that a firm inexperienced in preparing tenders may submit the

Lowest tender.

2. There is no guarantee that the lowest tender is sufficiently capable or financially

Stable.

3. Total cost of tendering is increased as all the tenders will have to recoup their costs eventually through those tenders which are successful.
Open tendering was deprecated in the Banwell Report. Consequently central government departments and most local authorities do not use this method of obtaining tenders. There tends, however, to be an increase in its use by local authorities in times of national economic difficulties with attend public expenditure cuts, presumably because it is assumed that the more tenderers there are, the lower the price for which the work can be carried out.
Most suitable tendering method for this project is two stage selective tendering method.

Two Stage Selective Tendering

This procedure is used when it is desired to obtain the benefits of competition and at the same time to have the advantage of bringing a contractor into the planning of the project, thus making use of his practical knowledge and expertise. It may also result in an earlier start on site.

The first stage aims to select a suitable contractor by means of limited competition. The second stage is a process of negotiation with the selected contractor on the basis of the first stage tender.

First Stage

When being invited to tender, tenderers are informed of the second stage intentions, including any special requirements of the client and the nature and extent of the contractor’s participation during the second stage. Tenderers are asked to tender on the basis of any or all of the following:

· An ad hoc schedule of rates, consisting of the main or significant items only;

· A detailed build-up of prices for the main Preliminaries items;

· A construction program showing estimated times and labor and plant resources which would be used, and also construction methods;

· Detail of all-in labour rates and main materials prices and discounts  which would go into t
he build-up of the detailed tender;

· Percentage additions for profit and overheads;

· Proposed sub-letting of work, with additions for profit and attendance.

During this stage, discussion with each of the tenderers may be conducted in order to elucidate their proposals and to enable the contractors to make any suggestions with regard to design and/or construction methods. When these procedures have been concluded, a contractor is selected to go forward to the second stage. 

Second Stage

In the second stage, finalization of the design proceeds in consultation with the selected contractor, and bills of quantities and other documents are prepared and priced on the basis of the first stage tender. Negotiation on the prices will follow until agreement is reached and a total contract sum arrived at, when the parties will enter into a contract for the construction works.

If the work start before the final agreement, the quantity surveyor considers the prices for the principal parts of the works has been reached, he will recommend the client to proceed with arrangements for the signing of a contract. This is not recommended in the Code, but the client may consider that it is worth taking a risk in order to speed up the project.

Conclusion
The selection of a contractor to carry out a construction project is an important matter requiring careful thought. A wrong choice may lead to an unhappy client/contractor relationship, a dissatisfied client and possibly even an insolvent contractor.

There are clear advantages to having the main contractor involved at an early stage as well as the ability to start on site before the second stage of tendering is completed. These benefits need to be taken into account against the necessity of retaining commercial competition during the preparation of the second stage. By adopting an open book approach, however, it is possible to agree in advance of the main contract the conditions under which a contractor will be obliged to submit a second stage tender and to define the scope of the design work that must be completed before such conversion can occur.

Scope of contractual document required for tendering.

For the tendering purpose we need number of documents to prepare a successful tender. I have included all the necessary documents one by one below.

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.

Conditions of the contract

This document sets out the obligations and rights of the parties and the detailed conditions under which a subsequent contract will 0perate; If a standard form, such as the JCT Form and the ICTAD form, is used it will not be sent out with the invitation to tender, it being assumed that the tenderers will have a copy or can readily obtain one. The clause headings will, however. Be listed in the first (Preliminaries) section of the bills of quantities and/or specification.

Bills of quantities

A bill of quantities is a schedule of items of works required under the contract, with quantities against the majority of items. The quantities are normally measured in accordance with one of the standard method of measurements, and should be as accurate as possible, although it should be understood that they are estimated and must not be taken as accurate. Description must indicate clearly the nature and scopes of the work covered, and are compiled as set forth in the method of measurement adopted for a particular contract. 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.

Tenderers should be sent two copies of the bills, one for return to the architect or surveyor with the tender, and the other for the contractor to keep as a copy of his submitted prices. If the tenderers are not required to submit priced bills with their tenders. only One copy need to be sent to them initially. A second copy will then be sent at the time of requesting submission of the priced bills.

Specification 

In the case of lump sum contracts without quantities, a detailed specification instead of Bills of Quantities will be supplied to the tenderers. A specification may be in a form for detailed pricing.

Schedule of works/ prices

As an alternative to a specification in the case of without quantities contracts, tenderers may be supplied with a schedule of works. This lists the work comprised in the contract under appropriate headings. The tenderers may be required to price the schedule.

Drawings

Normally general arrangement drawings will be provided, showing site location, position of the building on the means of access to the site and floor plans and elevations. Tenderers are not normally given working drawings as they are not considered to be necessary for pricing purposes, full descriptions of the work being incorporated in the bills or specification. Tenderers are informed, however, that they can inspect drawings not supplied to them, at the consultant’s office.

Form of tender

This is a pre-printed formal statement, often in the form of a letter, in which a tenderer fills in, in the blank spaces, his name and address and the sum of money for which he offers to carry out the work shown on the drawings and described in the bills of quantities or specification.

Return envelope

Each tenderer should be supplied with a pre-addressed envelope clearly marked ‘Tender for (name of project). This will ensure that the tenders are recognized as such when received and will not be prematurely opened. Tenderers should be asked to acknowledge in writing receipts of the tender documents.

Conditions of tender

This is a statement which states under which conditions the tender should be submitted. 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.
Bidding Forms 

1. Bid Forms

2. Price Schedule Form
3. Bid Security Form 
4. Manufacturer’s Authorization Form 

Task 2
Task 2.1

Here I have to work as chief quantity surveyor in a leading contractor organization. So I have to lead my construction team for bidding process for above construction project. to lead my team and to prepare successful bid I should acquire  all the necessary information from all the possible ways. Accurate information is very important to submit a successful bid. In this task I have included the way I collected necessary information. 
In the construction industry we can collect information by following ways

Inquiries to suppliers 

The information given by the estimator on the inquire form to suppliers should be sufficient to enable and accurate price to be obtained. Such information should include 

· Addresses and details of access to the site. 

· Discounts 

· Indication of delivery date 

· Specification of material required 

· The date by which the quotation is required and period of acceptance

· The terms and conditions 

Inquiries to the subcontractors 

· The items to be priced

· The terms and conditions of the main contract. 

· Details of anticipated started and completion date.  

Site visit 
· Access to the site and possible layout 

· Adjacent buildings 

· Nearest available tips ( for disposal) 

· Location of services ( water, electricity and telephone) 

· Location of the nearest town, traveling, distance, public transport, possible accommodation for work force. 

· Possibility of complains regarding noise, dust and other pollution. 

· Security and likelihood of theft and vandalism

· Whether conditions 

· General site conditions, water level, any existing structures, areas available
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	Project Particulars
	

	Project title 

NIBM Kurunegala
	Contract for site visit

	
	Name :MR.H.A. Janake

	Project address

Baudhaloka Mawatha, Kurunegala.
	Tel number:027-2224126

	
	Fax number:027-2225680

	
	Visit details 

	Directions to site

Near the No limit kurunegala project
	Person making visit

	
	Date:2005.06.15

	
	Time:10.30 a.m.

	
	Remarks

	Site Position
	

	In relation to public transport
	Bus and train transport near in the site

	Distance from local office
	350m

	Other work in the area
	No work

	Adjacent buildings
	One side bare land and other side a house

	Fencing and hoardings
	Fencing will be required

	Demolition
	No

	Hazards
	No


	Site conditions 
	

	Topography
	Level

	Trees and vegetation
	Some trees and stumps will be remove

	Site clearance 
	Manually will be done

	Ground conditions          borehole details  
	

	                                       Type of soil
	Hard soil

	                                       Stability of soil
	Good bearing capacity

	                                       Water table
	10m from ground level

	                                       Tidal conditions 
	Near the oil factory

	                                       Pumping requirements
	No

	                                       Disposal of water
	It will be done into garden

	Security problems
	Normal

	Weather exposure
	27[image: image2.png]




	Space for temporary accommodation
	Enough on site

	Restraints for static plant              cranes
	No

	                                                       scaffolding
	Can be used

	Live services
	Electricity and water

	Protection requirements
	Will be need

	Access 
	

	Temporary roads
	No need

	Safety 
	Need

	Deliveries
	Lorry and truck can allow 

	Traffic restrictions
	Road will carry Maximum load will be 10000kg

	Local facilities 
	

	Disposal of soil 
	Will use for backfilling
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	Remarks

	Services                                Telephone
	Yes

	                                              Water
	Yes

	                                              Electricity
	Yes

	                                              Sewers
	Yes

	Garages, refreshments
	Can be park

	Local authorities
	Kurunegala municipal council near the site

	Local contacts
	

	Security services
	Security available

	Labour agencies
	Available (Sathuta)

	Plant hire
	Plant will plant hire near the site

	Local tip and charges
	Yes

	Sub-contractors
	Electrical,reinforcement,masonry,and,formwork are near the site

	Suppliers
	Timber, board and tile are near the site

	
	


 Table 01. Site visit report

	
	
	


Pre bid tender meeting 

· Further clarifications and queries 
Internal meetings (preliminary meeting) 

· Determination of construction methods 

· Preliminary program 

· Cash flow forecast 

· Plant requirements 

· Any difficulties 
· Task distribution
Task 2.2

In this task we have to prepare program for tendering process. Tendering processes should be well organized program. Because we have to submit tender on time. We can’t get an extra even one minute time more than submission time. So before we prepare the tender we should allocate time for each and every stage of tender and then we have to make a tender program and we have to work according to that program. If we make any delay in some tender stage then we can easily identify the delay and avoid it. Below chart indicate simple tender program.
[image: image7.png]=0l ]

B Fle Edt View Insert Fomat Took Draw Dimension Modfy Express Window Help 18] xi
Y e [ | e | L 6w l— e ]| B =
DREERAD DO 2 &L - XX HRERIY OdBEe
HA IO 20 AINK @O A LHOE 4] om0 EE

7z -

/|3 TENDER PROGRAMME

YN catna Hogtalpmopet

a5 S .

? ?E DATE 1]2]|3|4|5|6|7]|8|9 |L0[1L|1213[14|15/16[17|1B[13|20212d 23 4262 R BR |

olo | Collotionof ths tradesingisfomation

Q| o Examin of the tender documerts

~| " -

ol gires

I Tkeet s o clperch o orapeTsoFor
= D’ * | mawils. et and svbecrtrastors work
i I rrr—

« [oe 0 | Finalission of the method sttement

B o

Congletion pidag
e
Bl o Find mosting
v
Y

a o Tender submission e
A

- REFERENCE:  EEOERnee

X % 5
W4T W]\ Model {Tayoutt { Layout2 / 3
[Settings \Tempcontract san_1 1 0178 sv$ :‘
[Connana 1 |
(1551, 198,00 swa| GRiD| ORTHO) POLAR) [o5eP [0TRACK. DY L [MODEL ®d -,
Bstant| & @@ D | 5] o - Microso... | ] survey san.docx - .| ] final assignment.d.. | ] B4R CHART.docx ... || Y AutoCAD 2006 - .. |« ©) Mgy 11:02 M





Chart 04; Time allocation chart for tendering stage.

Task 2.3

In this task we have to describe tendering procedure that we have to implement for preparation of tender for the above contract. I have reported all the stages in tendering process from calling to tender to submission of tender.

Tendering stages illustrated bellow.

1. Tender Program

2. Visit to consultant

3. Calculating labor & Plant cost

4. Estimating the Direct Cost

5. Estimating On-Costs 

6. Estimators Report

7. Estimate Schedule and Summaries

8. Final review meeting
9. Preparation of Priced BOQ

10. Tender Submission

1. 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. 

2. Visit to 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.

The following can be obtained by meeting the consultant

· To obtain information not included with tender documents

· Clarification of outstanding quarries

· Any extra information needed (Scaffolding, foundation etc.)

· To confirm statuary permissions /Approvals

· To confirm weather the project will go ahead

3. Calculating labour & Plant cost
The all- in -cost for labours are calculated by the estimator for each category of labour employed. Most Civil Eng contractors limit the categories of labour into three labours, tradesman and plant operators but building contractors uses many categories as many as fifteen have been observed.

· 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.

· 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.

The hourly or weekly cost of plant can be either as a result of internal calculation or from quotations.    

4. Estimating the Direct Cost

The direct cost means, the rate for labour, plant, materials and subcontractors. But not include the site overheads and mark-up. The production times or out put 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.

5. Estimating On-Costs 

When the direct cost for the project has been completed it is possible to assess the site over heads or on costs. These may be summarized under the following heading; 

· Site management and supervision;

· Plant V

· Transport

· Scaffolding

· Miscellaneous labor

· Accommodation

· Temporary works arid services

· General items 

· Commissioning and hand over 

· Sundry requirements

The calculation of site over heads is the last process in calculating in calculating the direct cost of the project. The estimator is then required to present to senior management reports relating to the project.

6. Estimators Report

The estimator’s report brings together all pertinent facts which have influenced the preparation of an estimate for final review by management. 

This report contains the following matters mainly;

· A brief description of the projects

· A brief description of the method of construction

· Any unsolved or contractual problems

· Note of any unusual risk which are inherent in the project and which are not covered by the condition of contract or BOQ

· Note of major assumptions made in the preparation of the estimates

· Assessment of the profitability of the project

· An assessment of the state of the design process the possible financial consequences thereof

· Any pertinent information concerning market and industrial conditions

7. 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;

· Schedule of prime cost sums and attendances

· Material comparison form

· Schedule of provisional sums and daywork

· Plant quotation and domestic sub contractor register

· Project overheads

· Resource summaries for labour, material

· Final summary

8. Final review meeting
An evaluation of alternative scope to improve profitability and risk which may be uncounted will be considered at each stage of the estimating process and converted into cost at the final review meeting in a strong competitive market contractors needs to find every opportunity to use products and processes which will enable the contract to support sufficient over head and profits to maintain the company’s objectives and satisfy the client by completing on time with the required specifications. 

The make up comprises scope risk, over head and profit. Make upon will be applied to all costs above this point and it is assume that provisional sums and labor will produce their own contribution to over head and profit.

9. 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.

The possible methods are;

· All amendments being made to the respective elements of the tender

· Unit rates increased by an agreed percentage so that the whole difference is included in the measured items

· The unit rates remain net and the whole difference included as an adjustment on the final summary page

· The unit rates remain net and the difference inserted in the preliminary bills

· Any combination of these methods

10. 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.

Following chart illustrate the tender submission process very clearly.

  Chart 05; Tender submission process 

Task 3.

Task 3.1
In this task we have evaluate a statement given in the question. The contract should be awarded to the lowest evaluated price but not necessary the lowest submitted price. 

To answer this question first we have to understand what is lowest evaluated price and what is lowest submitted price.

Lowest submitted price

Lowest submitted price is BOQ amount is lowest so the tender committee not accepts the lowest submitted price. Because,

· There not experience

· There report is not quality

· Not eligible

· There’s report is not responsible  

· Miner and major errors 

The lowest evaluated price

The lowest evaluated price is meaning the tender committee is briefly discuses and there’s considered all things because the tender committee is experience and responsible of all documents .so tender committee will be selected of lowest evaluated price. so we can ensure the lowest evaluated price is best. so the contractor should be awarded to the lowest evaluated price but not necessarily the lowest submitted price. 

Examination of lowest tender

The lowest tender has been identified; the surveyor will proceed to look at it in detail. There will usually be supporting documents such as schedules of rates and, in many cases, bills of quantities requiring careful scrutiny. if there are bills ,the lowest tender will be asked to submit his priced for examination at the same time being informed that his was the lowest tender and it is therefore under consideration.

To save time in the event of the lowest tender proving unsatisfactory, the next lowest, or the next two lowest tenderers. The submit their priced bills they should be informed that although their tenders were not the lowest. The things which the surveyor will look for when examining bills or schedule of rates will be the following kinds.

· Arithmetical errors

· Pricing errors

· Pricing method

· Basic price list

Consider following Example;






    Table 02; Submitted Tender prices

Here are the some of the main contractors submitted their tenders for a construction project. Now we have to select a contractor from these contractors. Here client quantity surveyor or consultant should have good knowledge and experience to select a contractor. We can’t simply say that Daya construction team is the most suitable contractor only because of they have the lowest submitted lowest bid price. Here client quantity surveyor has to think about that whether Daya construction team can complete this project in their quote price or not. At the same time client quantity surveyor can think a estimated cost for this project by using his previous experience. Then he can compare that amount and submitted bid prices if it is approximately equal then he choose particular contractor for the construction. In most cases we can’t select lowest submitted price as the contractor. Because they prepared their bid as lowest one because of their less experience and less quality.
Reason why we are not selecting lowest submitted price.

· Here they mostly prefer the lowest bid price.

· But it’s not most practicable, because when the bid evaluation, the bid must be qualified as well the lowest price.

When the Technical Evaluation Committee consider about the lowest bidder, they consider about,   
· The eligibility of the contract company, here they consider about the company is whether blacklisted. Blacklisted means the company that is banned to particular construction work by the domestic construction authority.

· Then they consider on, an authorized party signed the bid properly.

· Then the bid should be legally valid that the securities submitted are acceptable format, for required amount and duration.

These are the 1st stage of bid examinations and this is valid to other bid examination as well.

If above details are negative to any of these, the bid is rejected and excluded from further consideration.   

So contract should be awarded to the lowest evaluated price not for lowest submitted price.

Task 3.2
Explain the procedure for evaluation of tender and preparation of tender evaluation report,

Bid Evaluation
· The Bids marked “original” shall be evaluated by the TEC. Late Bids, as well as those not Only opened and read out at a bid opening shall not be considered for evaluation ;

· If required, the PC may use the copy of the Bid for comparison purposes.

· The purpose of bid evaluation is to determine the lowest evaluated substantially responsive bid out of the Bids received ;

· Therefore, bid evaluation process could be divided into three broad stages:

Bid examination: To determine the eligibility of bidders, legal validity of bid and substantial responsiveness of Bids received.

· Detailed Bid evaluation: To determine the lowest evaluated Bid, from among the               substantially responsive Bids received.

· Post qualification: to determine the qualification and experience of the lowest evaluated bidder.
Preliminary Bid examination

Bid examination may be carried out in two stages

Stage 1:
· To ascertain whether the:

· bidder is eligible,

· if the bid is signed,

· Bid is legally valid, and

· Bid accompanied by the required bid security.

· If the answer is negative to any of the above, the Bid is rejected and excluded from further consideration.

· The bidder is eligible – 

Ex:

· the bidder shall not be blacklisted;

· in case of works contracts the domestic bidder should have required ICTAD registration; 

· for foreign funded projects if so specified by the funding agency: The bidder shall be from the member country of the funding agency; 

Bid is signed properly by an authorized party, including the power of attorney if stipulated and generally in order;

Bid securities submitted are in acceptable format, for required amount and duration;

Bid is containing all required critical documents including supporting evidence of bidder eligibility and qualifications;

Bid is complete and quotes for all items in the lot or packages if so stipulated in the bidding documents.

Stage 2

· To ascertain the deviations from the provisions of bidding documents and categorize such deviations into major or minor deviations. Also, to identify deviations (debatable deviations) which may be categorized as either minor or major deviations depending upon the requirements of the specific provisions in the bidding document, the criticality of the deviation , the value of the contract in comparison to the value of the deviation and the judgment of the TEC. 

· The purpose is to identify substantially responsive Bids with a view to subjecting such Bids for detailed bid evaluation.

· Deviation from any provisions of the bidding documents (instruction to bidders, price schedules, condition of contracts and technical specifications, etc.) is a common feature in many Bids. These deviations are not limited to but may include:

· exceptions;

· omission in scope/incomplete offers;

· qualifications/conditions;

· stated assumptions;

· alternative proposals (when not specifically solicited);

· other changes to the requirement of bidding documents.

· Deviation from any provisions of the bidding documents (instruction to bidders, price schedules, condition of contracts and technical specifications, etc.) is a common feature in many Bids. These deviations are not limited to but may include:

Major and miner deviations

Major deviations by the bidder result in a finding of “non responsiveness” and consequent rejection of the bid.

Bids with minor deviations, on the other hand, are considered as “substantially responsive” and are, therefore, evaluated and considered for contract award by determining any financial value of each deviation and adding to the bid price. The sum of the bid price and the total of adjustments made for deviations and other evaluation factors specified in the bidding documents is the “evaluated bid price”.

Minor Deviations 

 (a) Has no effect on the validity or legality of the Bid, or

 (b) Has no effect on the function ability, quality or delivery of the Goods or Services offered or the execution of Works; or

 (c) Is a slight deviation from commercial or contract conditions or technical specifications which can be ignored/corrected; or

 (d) Can be quantified and given value which can be added to or subtracted from the price for purposes of comparison.

Major deviation

The following events, the list of which is not meant to be exhaustive should be considered as major deviations:

 (a) Non-submission of bid security/declaration;

 (b) Insufficient bid security or bid security declaration form;

 (c) Failure to provide sufficient validity period of the bid;

 (d) Unsigned Bid or not signed by an authorized person/s;

 (e) Eligibility requirements (if specified);

 (f) Failure to bid on specified documents;

 (g) Bidder requires price fluctuation whereas bidding document specifies otherwise;

 (h) Deviation from bid documents which affects the bid price but cannot be given monetary value;

General Principles of detailed bid evaluation and comparison of Bids

The main objective of detailed bid evaluation is to determine the cost that PE will incur if the contract is awarded to each of the bid which was determined as substantial responsive bid. Therefore only the bids that have been determined to be substantially responsive to the bidding documents, i.e. do not contain material deviation, should be considered for detailed evaluation. Out of the three stages of bid evaluation described in this manual only during this stage the bids are compared with each other. The purpose of comparison is to determine the lowest evaluated cost the twill be incurred by the PE from the substantially responsive bids received. The lowest evaluated bid may or may not necessarily be the lowest quoted bid. In order to determine the lowest evaluated bid the PE should only use the evaluation criteria disclosed in the bidding document. No additional evaluation criteria other than that were disclosed should be used during the evaluation. A systematic and logical sequence as described in this manual should be followed during
Detailed Bid Evaluation 

It is again emphasized that PE should only used the evaluation criteria disclosed in the bidding document. Most frequently used evaluation criteria is given below. The PE may used other appropriate criteria for a particular procurement and disclosed such factors tog ether with the evaluation methodology in the bidding document:

· Exclude VAT, contingencies and provisional sum amounts;

· Correction of arithmetical errors;

· Application of applicable discount;

· Adjustment to bid prices for omissions;

· Adjustments for acceptable departures;

· Adjustments for delivery period;

· Adjustments for inland transportation;

· Operational costs and life cycle costing;

· Conversion to common currency;
Detailed Bid Evaluation 
a) Exclude VAT, contingencies and provisional sum amounts:
Before commencing evaluation of bids under other step the VAT and the amounts
Stated as provisional sum and contingencies should be excluded from the bid prices.
b) Correction of arithmetical errors:

Bids should be checked carefully for arithmetical errors in the bid to ensure the stated quantities and prices are consistent. The quantities should be same as that stated in the bidding documents. The total bid price should be the total of all line items. The line item total should be the product of quantity and unit rate quoted or, when a lump sum is quoted the lump sum amount. If there is a discrepancy a correction has to be done and the corrected price as describe below is considered as the bid price. After the correction of arithmetical errors the PE should notify in writing, each bidder of the detailed changes. A bidder shall agree for such arithmetical corrections made to hispid. If the bidder refuses to accept its bid shall be rejected and action is taken against the bid security submitted. The correction of arithmetical errors should be done as follows:

(I) Where there is a discrepancy between the amounts in figures and in words, the

Amount in words will prevail;

(ii) Where there is a discrepancy between the unit rate and the line item total

Resulting from multiplying the unit rate by the quantity, the unit rate as quoted

Will govern, unless in the opinion of the PE that there is an obviously gross

Misplacement of the decimal point in the unit rate, in which case the line item

Total as quoted will govern and the unit rate will be corrected; and

(iii) If the bid price changes by the above procedure, the amount stated in the Form of Bid shall be adjusted with the concurrence of the bidder and shall be considered

As binding upon the bidder.

If a bid price of any bid is adjusted as above the TEC shall give a detailed report

Explaining where and how such adjustments were made rather than merely saying the bid price was adjusted due to arithmetical error by an amount equal to Discounts offered by the bidders prior to closing of bids which are valid for the entire bid validity period should be considered for evaluation. If conditional discounts are offered which will create more than one bid price within the bid validity period, such discounts should be ignored for the purpose of evaluation. These discounts should be considered in the manner the bidder has offered them:
(c) Adjustment to bid prices for omissions;

In many cases, bidders will present their bids without quoting to certain items, accidentally or deliberately. Regardless of the reason such omissions should be quantified in money terms whenever possible, to permit direct comparison with other bids, provided such omissions were considered as minor deviations during the preliminary examination of bids. Generally for works contracts, instructions to bidders will include clauses, if abider fails to quote for any item in bills of quantities the bidder will not be paid by the PE for such items when executed and shall deemed covered by the rates of other items and prices in the bills of quantities. In that case no further adjustments needed during the bid evaluation. If such provision is not included, in the case of omission of one or more items from the bid, rather than rejecting the bid entirely and if it is already considered as substantially responsive during the preliminary examination, the bid price should be loaded for the comparison purposes. To that effect surrogate prices for the so items may be obtained from printed price lists if available or the average of several other bids for the corresponding items should be used rather than the lowest and highest figures.

(d) Adjustments for acceptable departures:

In many cases, bidders will present their bids that deviate from bidding document requirements, accidentally or deliberately. Regardless of the reason such deviations should be quantified in money terms whenever possible, to permit fair comparison with other bids, provided such deviations were considered as minor deviations during the preliminary examination of bids. The most common deviations in bids are possible due to different commercial terms offered; i.e., for amounts of advances, changes in payment schedules etc. These can usually be adjusted by applying an appropriate discount rate (preferably disclosed in the bidding documents) and converting them to their equivalent present values. Another form of bid deviation is to offer a higher capacity or standard performance than is specified in the bidding document: i.e., a larger engine capacity, greater carrying capacity or storage, etc. No additional advantage should be given to such offers unless the bid document specifically provides for this and set out how the

Difference will be evaluated.

(e) Adjustments for delivery periods;

In many cases, bidders will present their bids where the delivery periods deviate from bidding document requirements, accidentally or deliberately Regardless of the reason such deviations should be quantified in money terms whenever possible, to permit fair comparison with other bids, provided such deviations were considered as minor deviations during the preliminary examination of bids. The adjustments to the bid prices should be done in the manner described in the bidding documents. Generally no advantage is given to a bid offering early delivery than that is specified in the bidding document. Any bid offering a delivery beyond a finally acceptable cut off date specified in the bidding documents should be rejected as non responsive bid.

(f) Adjustments for inland transportation;

For works contracts, no adjustments for inland transportation are needed. However, for supply contracts, an adjustment may be needed if the price offered are based on FOB or CIF basis for goods to be imported and supply and EXW basis for goods already imported or that will be supplied within the country, and the bidder’s were not requested to include such inland transportation costs within the bid price.

(g) Operational costs and life cycle costing;

Life cycle cost is the assessment of the initial acquisition cost plus the follow-on ownership cost to determine the total cost during the life of a plant or equipment. In the procurement of equipment in which the follow-on cost of operation and maintenance are substantial, a minor difference in the initial purchase price between two competing bids can easily be overcome by the difference in follow-on cost. In these cases, it is most appropriate for the PE to evaluate bids on the basis of life cycle cost. The following elements (but not limited) would generally comprise a typical lifecycle assessment:

· Initial purchase price;

· Adjustments for extras, options, delivery, variations, deviations;

· Estimated operational costs (fuel, labour etc.)

· Estimated cost of spare parts and other consumables;

· Efficiency and productivity;

· Depreciation cost

The follow-on cost such as fuel, spare parts, maintenance cost and depreciation

Costs should be discounted to net present value.

Clarifications during evaluation:

The PE may request bidders for clarifications of his bid if there is any doubt about the intent of the bidder. Modifications of the substances of the bid by a bidder are, however, not allowed. Any change in price, delivery terms, conditions of contract or change of specifications proposed by the bidder is considered as substantive modifications. The PE should not change any of the commercial terms or technical specifications as a result of clarifications.

(p) Alternate Bids

I) If bidders are permitted to submit alternative bids it shall be clearly stated in the bidding document.

ii) Alternative bids submitted by a bidder, shall be considered as a separate bid and it shall be supported with an independent form of bid and bid security. However, the alternative bid shall not be considered for the purpose of evaluation.

iii) If the original Bid submitted by the Bidder is considered as the lowest evaluated and

Substantially responsive Bid, the bidder’s alternative Bid will be compared with his original Bid.

iv) Under no circumstance an alternate bid shall be accepted at a higher price than the bid price of the original bid.

Post Qualification
Post qualification is suitable for use in the procurement of goods and works contracts, which are not complicated where pre-qualification does not offer much advantage. Post qualification is a distinct step in bid evaluation. In the absence of pre qualification, the post qualification verification of bidders is important. Post qualification involves determination by the PE that the bidder, supplier or contractor submitting the lowest responsive evaluated bid, has the capability and the capacity to perform the contract. If this bidder fails to demonstrate the necessary experience and capability to carry out the contract, the bid is rejected and the next lowest evaluated bidder is subject to post qualification. Post qualification requirements are in principle similar to those for

prequalification, but bear mainly on the technical and financial resources available for fulfilling the contract. Qualifications of the lowest evaluated bidder are scrutinized using data submitted by the bidder as well as information gathered by the PE
Procurement Guideline Reference: 

For works contracts, performance data may include:

I) Information on similar works undertaken in the last five years;

II) Whether the bidder has the necessary equipment or access to the equipment needed for the works contract;

III) Whether he has the personnel and manpower to undertake the works; and

IV) If he is aware of the testing procedures to endure that the works can perform the purpose for which they were procured.

A distinction should be made between the qualification of the bidder and those of the manufacturer if the bid is submitted by a party other than the manufacturer, such as an importer, a trader, an agent, who will act as the supplier and sign the contract. The bidding documents should require such bidders to submit a statement by the manufacturer certifying that the bidder is authorized to offer goods manufactured by him and that the manufacturer will assume all warranty obligations. The failure of a bidder to submit all the information and documentation specified in the bidding documents is generally regarded as a minor deviation provided such information

Bid evaluation report

After the completion of the evaluation process the PE should prepare a bid evaluation
Report setting out process of evaluation. The PE shall use standard forms available for

The purpose. These report covers among the other things:

· Key dates and steps in bidding process (copy of the invitation to bid as

· advertised attached);

· Bid opening information (copy of the bid opening minutes should be attached);

· For all bidders: Table showing the bidders compliance with major commercial

· Conditions (e.g. completeness, bid security. Bid validity, delivery or completion

· Period. Payment terms);

· For all bidders: Table showing bidder’s compliance with key provisions of the

· Technical specifications (e.g. capacity, operating characteristics, etc.);

· For all substantial responsive bids: Table showing arithmetical errors, discounts

· and currency conversion;

· For all substantial responsive bids: Table showing additions and adjustments

· (indicating methods used in computing the adjustments);

· For all substantial responsive bids: Table showing currency conversion;

· For all substantial responsive bids: Table showing domestic preference;

· For all substantial responsive bids: Table showing var ious steps from bid price

· announced to evaluated bid price);

· Record of clarifications made from all bidders:

· For lowest evaluated bidder: Post qualification verification;

· Names of bidder’s rejected and reasons for rejection;

· The proposed contract award recommendation;

In addition the evaluation report should include narrative section in which any information not suitable for presentation in the form of tables, together with any supplementary information necessary for a complete understanding of all the factors considered during bid evaluation

Task 3.3
Discuss the contract awarding procedure including necessary documentation
In this task we have to discus contract awarding procedure. Te final step in 

Pre constriction stage is awarding the contract. Prior to contract award it should ensure that budgetary provision is confirmed to meet the cost of contract. There after. The letter of Acceptance shall be issued within the validity period of the bid
Contract
A contract is an agreement which gives rise to obligations and which is enforceable by law. This means that the parties must be in agreement and their agreement must be the kind that the law will recognize and enforce. Therefore, the existence of a contract gives the parties legal rights.
Construction Contracts
A construction contract (the terms “construction contract” and “contract” are used interchangeably in the remainder of this Standard) may be negotiated for the construction of a single asset such as a bridge, building, dam, pipeline, road, ship or tunnel. A construction contract may also deal with the construction of a number of assets which are closely interrelated or interdependent in terms of their design, technology and function or their ultimate purpose or use — examples of such contracts include those for the construction of reticulated water supply systems, refineries and other complex infrastructure assets.

Awarding a contract.

Prior to contract award it should ensure that budgetary provision is confirmed to meet the cost of contract. There after. The letter of Acceptance shall be issued within the validity period of the bid. And no sooner the final decision of contract award is completed this letter of acceptance should be free from any new condition. This should essentially state the sum that will be paid to the contractor by the employer in consideration of the execution and completion of construction as prescribed in the contract the issuance of this letter constitutes the formation of the contract. The letter of Acceptance should be sent to the successful bidder only after evaluation of bids and after obtaining approval from the relevant authorities.

The Borrower shall award the contract, within the period of the validity of bids, to the bidder who meets the appropriate standards of capability and resources and whose bid has been determined (i) to be substantially responsive to the bidding documents and (ii) to offer the lowest evaluated cost. A bidder shall not be required, as a condition of award, to undertake responsibilities for work not stipulated in the bidding documents or otherwise to modify the bid as originally submitted.

After completing the evaluation of tenders, and Quantity Surveyor obtained any necessary clarifications, he will make a recommendation to the Employer on the award of the Contract. If the employer agrees with the Quantity Surveyor’s recommendation and is in a position to award the Contract immediately he will issue a Letter of Acceptance to the successful tenderer.
 In most cases it is the Employer's Letter of Acceptance which, together with the tenderer's Tender, will form a binding Contract between the two parties, valid from the date of issue of the Letter. If on account of errors, omissions or inconsistencies in the Tender, or for any other reason, any changes have been tentatively agreed at a meeting of clarification, the Employer's letter may constitute only a counter-offer and the Contract will only be binding on the date that the Contractor acknowledges and confirms, in writing, agreement to the terms of the Letter of Acceptance.

The contract documents

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: 

(i) The Articles of Agreement, which is the actual contract which the parties sign

(ii) The Conditions (subdivided 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 

(iii) Supplemental Provisions (the VAT Agreement), 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 and any necessary adjustments to rates and prices must be clearly and neatly made.

Specification

Under the ‘with quantities’ variants of the JCT Form, the specification (if one exists) is not a contract document but it is under the ‘without quantities’ variants. In the latter case, the specification may have been prepared in a form for detailed pricing and have been priced by the contractor when tendering. If this is not the case, the contractor may have been asked to submit with the tender a Contract Sum Analysis. This shows a breakdown of the tender sum in sufficient detail to enable variations and provisional sum work to be valued, the price adjustment formulae to be applied and the preparation of interim certificates to be facilitated.

JCT Practice Note 23’ gives a guide to the identification of specified parts of the contract sum and the breakdown of the remainder into parcels of work. A Contract Sum Analysis may not be required where a Schedule of Rates is used. In cases where a Contract Sum Analysis or a Schedule of Rates is provided, it is signed by the parties and attached to the contract, but is not a contract document. However, the specification is a contract document in such cases.

Schedule of Works

Where bills of quantities do not form part of the contract (for example, under the JCT Standard Form without quantities) the contractor may be sent a Schedule of Works for pricing when tendering, instead of a specification. If so, the priced Schedule of Works will become a contract document.

Where bills of quantities are not provided, a schedule of rates is usually necessary as a basis for pricing the work in measured contracts and for pricing variations in the case of lump sum contracts. Such schedules are described 

Schedule of rates

Where bills of quantities are not provided, a schedule of rates is usually necessary as a basis for pricing the work in measured contracts and for pricing variations in the case of lump sum contracts. Such schedules like ‘ad hoc’ schedule.

This is a schedule specially prepared for a particular project and lists only those items, which are appropriate to that project, including any special or unusual items. An 'ad hoc’ schedule may be pre-priced by the quantity surveyor (in which case the form of the tender will be the same as when using a standard schedule) or the rate column may be left blank by the surveyor for the tenderer to insert individual rates against each item. The latter method, because of the absence of quantities, makes the comparison and assessment of tenders much more difficult.

Drawings

The contract drawings are not limited to those sent to the contractor with the invitation to tender but are all those which have been used in the preparation of the bills of quantities or specification.

It is important that the contract drawings are precisely defined, as amendments may be made to them during the period between inviting tenders and commencing the work on site. Such amendments may affect the value of the contract and, if they do, should be made the subject of Architect’s Instructions. It is good practice therefore, for the surveyor to certify in writing, on each of the drawings used for taking-off or specification purposes, that they were the ones so used.

Copies of contract documents

Immediately after the execution of the contract, the contractor should be given a certified copy of the Articles of Agreement, the ('uneditions of the Contract, the contract drawings, and the run tract bills. In practice, the two copies of these documents are prepared at the same time so that they are identical, including all the initialing and the signatures. Where the contract is sealed,
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