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Construction Contracts Administration
(CE110401348)

1 — Introduction

Khaled Hesham Hyari

Al £\o\ T 2555 )\ ek
B e ol Construction Contracts Administration
nd ustry e
cwsusles [+ What is construction?

P —Construction is the execution of the work
Conshrucdio, manufactpriq @S required by the contract documents.
indust Indust % 1

L’U ’ ;5 —Construction)is the process that sets up a
Aoy 2 ortable plant, prlng material to the site,
Produd :L and on completion of the work moves the

S SR o plant away, leaving its output standing
Ui Waie ijﬁ « Output: all immaobile structures (airports,

Bl - buildings, dams, roads and tunnels, power

Product? Kodle s, -
Sy =5 Dyl plants, municipal treatment plants, pipelines

- @ ufj;-—“: ...etc)
Ssyle N \Se 0
e B1b7: 4
product ( Yeladl)
Pfodud_.u i;’{)
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Construction Contracts Administration I
T "-7_"’,\4_“ ‘_"'J. “’-Jﬂ'j} Ft” WUssly
» What is a contract? |
- y \1 » < = [ . .
S A :;;j —Legally binding document that describes o B Ao,
-*e?*‘f“f':g" 5 the responsibilities and rights of the parties “"”W«"r“'; a3
< R’ el lefg
- » How are contracts formed?
—@vner}issues Invitation for Bids (IFB)
K”w“\??\f ¢ “‘[C:O“”acmjﬁr prepares and submits bid
g —{Owner)reviews and accepts bid
i L 2 i
pad\s 2 S22 ) _ A contract document is developed, reviewed,
Jr Q | ":‘;’ and agreed upon by parties
\
e — The contract is signed by parties
V50 ai Wels\Se 7 ) —
( 22As O\ slhay)
F “_-b
Losal\ s\ T MW
) dagploge 3099
% ol v
S s Construction ini i
oS A onstruction Contracts Administration llI
verldais ba2 |, \What is Construction Contract (st ssscaisy)
Ges byt () Administration?
ATITY I i e d 3
. e " —Construction contract administration (CCA)
a0 255 () involves the activities necessary to effect ‘
and determine the fulfillment of the 5O g{#"-‘»keh* .
contract requirements by the parties to the | gl B <l
o N construction contract iy kg 6 s
s ‘J’f‘?" *oT « Construction contract administration begins &0 Usladl
(ANY\ > 222\ | when the agreement between the owner and 6"*‘”—“‘::?%4. 6y
Jsmsesom\ eny L contractor is executed and ends when final i ':"
aules @s\ wa | payment is accepted by the contractor A daad) Y
- | = WSS Ll osded
"y L)J)é;;,m,\ qﬁ:-_da‘n:-;di&‘ S5S 5l dalls e 2 Gl (CC/‘) h\ @00 22 0 al\dp
G)KCL%LEMMW&&\Q T . u:ﬂ”w - 0
BTN Bggs i PO = = (9de Qs \5)
a3 sl el @\ fop
= Fina) Paywesf 2
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Project’s Contract Administration |

oo i

];)“';,)fﬂﬂimd,\\ ?‘\-"9-"_[!:'“ L e e ‘U‘IOB‘C“;’. bl
: i i / ajog) M (D9 e .
What is project s )stant point
—Project: A t?mporaryé eftfort undgrtaken o/ nd point
create a unique pro. uct or :jzemce @ Obsec e
_“Any undertaking with a defined ﬁﬂo
©OSTARTING and ENDING oint and £2>9
\@m‘ Yl ﬂ’%) ph h e
W‘a{#h 1, wo" A defined OBJ CTIVES by whicC e I\ amxT > 24
rﬁ*&z’fj‘,,’,&_g””éompletion is identified. In practice, most ec e -
ﬂws W projects depend on limited _RE§6URCES =) Qf_d‘l =
bttty by which the objectives of the project are Riagt Mk
Y oa shaedl, accomplished.” end Point
Construcfion Project Management Institute lelslas st Y7
e
¥ o agement O L &
&’dpc.rn'lf
.29)-“%3 Caalhol <>
Lald (Ko bos
Project’s Contract Administration I okl u? 509,
,L:/&_L" s .
+ Project attributes : \
si= G0 4l o— — Has a well-defined objective—an expected
%2540 result or product (unique purpose)
(Llese W) =s53.— |s temporary
»s14-c1bs — Requires resources), often from various areas,
- ) Aakne G¥lee e ULs
to carry out thgfiks_ P = sty
i .| 7>44 — A project has @ primary customer br{sponsor| —* S1ES
“"f__‘ ’;;ﬁ ﬁé@}f .., that provides direction and the funds Conshruckion
i 3922 = necessary to accomplish the. project MP:_‘%
« In a business setting, the'customer|can be (owuew_)
internal or an external to your organization )
M s Nerlos) LibL Lshibl d Aol
3
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Project’s Contract Administration ||

 Project attributes: . 6%, ol e

~ A project has a specifidtime frame}- a start
time and'a date by which the objectwe must

be accomplished.
\u,se@id Mg(\}_i—ol CLJL—J(’LDJU—-W cu_L__. g)/-ﬂr.s!

- A project is carried out through a series ies of

mterdependent &askg in a certain sequence

in order to achieve the project objective
— Involves uncertainty PrggS

if )\{é’;‘ﬁﬂ;ﬁ; Conhwag) =51 0le 521 Saas é-’j"ﬂ
- '9 -}

g G\

’o&_g;r&)\ CJLOUIGS
c-l:." P ‘LZ:._9\ égj—z['
own &

Contractér
Cow suf }w’v‘}

L‘H\‘pﬂbﬁ-‘;—.

Who are Project Stakeholders?

. Stakeholcig_rgare the people involved in
or affected by project activities

» Stakeholders include:
— Project sponsor
—Project manager
— Project team
— Support staff
— Customers
b 2. dl — Users
— Suppliers = >Ls?l Lo o)

— Opponents to the project -~ - skt

é%—i\
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Project Participants (Construction) |

* The main participants arq;\uﬁ oenen
\‘ -—The owner _ - ia

—~The AIE_ (DesugnerlConsullant)

— The Contractor

' Other participants: involved in the project with

one of the main participants <! ?;{ le“ Vo sO\ e
C ol 2\0e sgr)— Subcontractors st ) 2%,108)
J PFMMQMS who assist with

@'Jﬁ." 1 submittals and furnish field services such as
A inspecting installed work
Fe 987 S

5‘&? ‘?.i A Seiemrda i Sleall -5 S\ A 5 1905\

':Wif““lh@! £

AR

?7' ” o '-”/%o"‘ A Project Participants (Constructlon) Il
v ~" U}D}pa

¥,
B . /3@ L Suppliers, who furnish materials or products for
C:&“epe/ ¢ the project

/6— Manufacturers who produce materials or

. éoce'( prod\LfEE, o N -

¥ - _ Céhisultants, who provide professnonal services
to the A/E, contractor, or owner

~=Testin laboratories and inspection agencies,
whieh provide quality control (QC) services to the
_owner and contractor

,,9/ Fmanmal a_ci\_users and institutions that arrange

for the prc prOJect fmancmg Loy [0 T\ haay A
4

3
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Asle Sleo
g L0 To sl
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— I?ro_je_ct Participants (Construction) II|
&~ ‘.:;‘ ‘:‘:E’i‘\-hin, S N TR L (L
— Attorneys, who coordinate the legal and
contractual issues of the project o'
., = . . ) i
»:Ln TR R ey - Insurance advisers and companies that provide | ¥ °
st el | risk coverage to the owner, contractor, and AJE e - S
BIP S tVETERD g ) , , N
B N — Bonding companies, which ensure the T o
. v F;’ performance of the contractor and Wﬁj"’
otsd | g\ | LeaT &) f) subcmactors —% 2s3 3\ v
N = O A\ = g3 VP .
oRld = sl b_? — Authorities and regulat‘f‘)’?y agencies which have S35 Belal
& jurisdiction over the construction and that BN iy o
;" establish criteria in the form of codes, ARG it
3 ordinances, and permits Foles )i
By, ‘ g as A ool leD &
-l\ y P " I\_P/-ILSF'} _‘ﬂ._) ML%,\J.LLQJ'ICI:AS-[D-J R ___JL.PJ)
\;3./ .J-.;;‘“L‘“':S’Lé . 3 5°4L yleaaue A &
) /)_9)/.’
Project Categories >‘~'“‘§"°""
« Public vs. Private Projects
—A private party can award a contract in any i
way they choose to anyone they choose =y
. - _--p:’, s \
— Private party can make one contract or [
multiple E N LS5 bt
e R A e i - ov
o —Public party is limited by laws and A
culshy Bevmo o——  raqulations - &
an e F‘é'ﬁ_ SE 3P —_— e _| g W
R T —Public party commonly awards bids by :
AR 2 competitive bidding
— S
Combracy sl ns Cdg\adls slbs 2y
Owner)) = ?\) P\lrrs)lon) PPl w0 L
Mg, ;;,_, és)-d\ -~ L

§ = \
,2991\ C.;’}_-‘J?j
2}2._3__)1_!3)
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v+ Business Planning

¥+ Conceptual Design—

=+ Detailed Design
Procurement =« 051541 sy
Construction
s (& Testing, Start-up & Implementation
jf + Operations & Ultilization

(5 » Decommissioning

Phases of a Project (Mhdéq

B 2=\ Aoy

Project management

techniques

[+ Project managementlis the application
of knowledge, skills, tools, and

to project activities in order

to meet project requirements (meet or
exceed stakeholders’ expectation from

acwto—1— @ project)

Fier

»[Organizing and managing resources)
so the project is completed within
defined scope, quality, time and cost

constraints )
T elSaman) g2sAdeh

3 celp @R L

ﬁ\_/g.--ﬁ’
ooy
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o
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e ¥ |

\\_\ Construction Management
» Construction Management: the act of
managing the construction process

+ The construction manager manages the
basic resources of construction

e el ol

— Workers and subcontractors
— Equipment and construction plant

— Materials
— Money (income, expenditure, and cash flows)
—Time ¢ b o
o Saskad) Canladl J oM
Jo 2 asdealal off [N
- o ~al\ Cedo\ay
NI
Project Management Framework
. A set of processes, tools and templates,
designed to be used together to manage a
NS ' h its lifecycle S
ect through Its y /
oy | G T
wanagemed | Tt | ) soenniques
B IPR- DB PrYe L. :
lenewledde . PESEARN (e A
AV EAS L b e ___ —
== 'V yr | |@Projecx Managg_nlenﬂlnt;grationl
managmiy dos | Sakhelen| i s T N |
%N P : ] - b g
” expectations | (1) @ (gD B | oe L
| | = ).
e ‘Wumwméno™ § () _Facilitating Functions } g
S seole pe sorcES -1
Conshruc fom
™ L v’\,(*gera
How to ramage
A veus NStP
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: ;- Integration Management add mems rradion

Nine Project Management Knowledge Areas |

« Scope Management
+ Time Management
+ Cost Management

_* Quality Management

“* Human Resources Management [ *\%)
* Communications Management
* Risk Management "W\U«W#%“’ 1)

| * Procurement Management -—-0( Conkwa r}c ;
= Q\M\Juixu\}w‘?)/u’n&bm\

Construction Procurement Management: The process of
securing all the goods and services needed to bring a

construction project to completion

T

Nine Project Management Knowledge Areas I

* Knowledge areas describe the key

competencies that project managers must
develop.

— Four core knowledge areas lead to specific
project objectives (scope, time, cost, and quality).

— Four facilitating knowledge areas are the means
through which the project objectives are achieved
(human resources, communication, risk, and
procurement management).

— One knowledge area (project integration
management) affects and is affected by all of the
other knowledge areas.

— All knowledge areas are important!
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e R = 2 Jskid QLYY
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DLk U 1Sy Stewel FxDEN ey,
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|31\l Sladl 1£hs @, budseh] ooXorer _ R
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5 /a f ope =i 0<d BT |

Tseoiry | ~ - )) SCOPE 5 gl e . “n’se. 4

: o l 1 i in
(e fui, ) S Manage these or they = | o
L >e254) '*\-' will manage you!
Cowbract i S
PM Triple Constraints lI
yaskes % |+ Scope: all the work to be done in order for the |
deliverables to meet the requirements agreed upon

at the onset of the project.
+ Cost: the amount the customer has agreed to pay
budgel|  for acceptable project deliverables.
. Schedule: the timetable that specifies when each
activity should start and finish.

schgdule e ; ’ .
¥ J . Customer’s satisfaction: To complete the scope
;

L]

L
S
S £ |
: |
]

I Ly i o
e P90 within budget by a certain time to satisfy the

-

c::itgmer. K ‘\
! ) w}i‘b“e‘iu L Usiadl | Scope R
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- 7\
TN | o\ Time = Cost.
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PM Triple Constraints I

It is the project
manager’s duty
to balance
these three

oﬁen-comgeting
goals.

Courtesy of Dynamic Graphics, Inc,
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PM Triple Constraints IV

« Successful ‘
project
management
means meeting
all three goals
(scope, time,
and cost) — and
satisfying the
project’s
sponsor!
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Construction Contractors g": J;i:h‘ '
. . ?\}Z’H:M s
_C?jl_'is:}tructlon Contractors; Companies an s )
Individuals engageq in the business of st
construction b
— They operate under a contract arr i sty
th S oy angement with ==
€ owner (cwner) et S gggm;émq%%w e IR
.* Construction contractors %< fg"*ﬂt‘@ sy | DLaies oniass
—_— opPey) ! e S Qals U,\3 sy 2)
s HGener al contractors} engage in a wide rangeof | ’hﬁi’,;ﬂz. ,J
construction activities and execute most major e
construction projects | ot “““d‘j‘-‘“*‘-"’
Specialty contractors; limit their activities to one i
Or more construction specialties 1
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Construction Contracts Administration
(CE110401348)

2 —Project Delivery
Approaches

l)f_f,l\(j ne,_

~ rnaled Hesham Hyari

[ Introduction | |
 Three ma;c.f(&airticipants in a broject:
— Owner {employer)
vwhel
— Designer (architect/engineer) A)E
— Builder (contractor, subcontractor)

. Three Mgjor Project Phasesd

(AL Design phase (owrer & bes‘ranev)

ohi 2@ ‘Bidding and Award phase

& Construction phase
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(\yDesign Phase

* The @wner enters into a contract with the
L’Ehltectlengmeeﬁto plan and design a
project
» At this stage, the owner par’umpates to set
=criteria for: F dae Bas et 3N
'~ Design (architectural, structural, mechanical,
etc.)
- Cost
s — Schedule
_ Other decision making inputs

s when He Design (s Compleled

,J\ap)lual:u

s 3y sloe
Noo o g
Coentvyactor
DR AT o\,

PEy

Riddim \. S\ bl
K and \ .t‘ mg‘ip‘hase @\5“:3_‘1 Fjﬂ-‘—_ aj.:ﬁ)
“pae

- After completion of the planning and design

phase, the project is advertised for
construction (s\—«uésfu\w. e ) ———————

« Opening bids
+ In most cases the bid is awarded to the
lowest(responsive bidder Paidiada

e et Lal) piae =

[M“{:.\ sl s d oy eV

/ ’_‘b__-J
A I\l
T \pe
7\

TN
Culp\aet L9722
4 sy ] 1_)@.)-‘3.—‘
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+ Thelowner enters into Contractwith the
s, Lo |\ contractor]

/
( W ||+ Both parties sign an(agreement,

. pias

\ /

OO L 2o\ U talo sk
Cc:n-h—qd-if" PR -1

ewnée |

1 Uslagcdsy

» The owner issues|notice to proceed )2 Lty

| \fa)! — . . Qloel
B ﬁ@;\& ‘\Usually contractors hires subcontractors RTB 28 g

construct portions of the project sy bl

vV » The contractor and the subcontractor enter |-, i-1ca 0 5,
s into agreement; the owner is not involved T Cansssd
-DE.{{';KD.” “|  inthis agreement Wenctice of
“oww e~ P4l The contractonis fully responsible in front pe— ||

ntvacks,. | of the owner for the whole project, whether | = =7 - =
A peud executed by the contractor or the ko x
g | subcontractors s Al
- Hho i5 . -39"-210«;3: R e #
reSponsible ‘ & Sus £ o0 O Glee JUE A o Br ored
: f~“’€“~’“€“'ai Cont reef belween .ﬂu'\iﬂﬁw@);‘ptb@
Co whea Ubop owne+ o \_ C°'\L‘“‘“U‘_’F‘ + L. SUB Conf "’ﬂffrrfs
Toue UL, I'l sUp contwalfor
Aoy \ — Agyreemanl
Q‘i\reﬂ-&.ﬁ i
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Initiating a Project

» The 5-step process
1. Advertise for bids
2. Open bids?
3. Award contract
4. Sign agreement (o™t

5. Issue notice to proceed

L, = lm/'\
Ol éeﬁ'cyaa

ya
./

¢ awner’ |
chor D OWWT

_gﬁﬁ_i Al s b
Prolect Delivery Approaches

=S\ Y
* Four major approaches:

V) —=Traditional
= —Design/Build
s —Construction Management

@f*_ Owner/Builder
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Project Delivery Approachés
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Contractew
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_ 2ceptructors
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OWney O wneyr
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Loifb OwlnerK o)
OF
Designer General
Contractor
I
| I
Subcontractors Own Work
F_orce

r‘ﬂ\uzn.qé&—i{“- e S5 °
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Traditional Delivery Approach

« Owner enters into two separate contracts
— Architect/Engineer (Pesigner) _a ;meu;.,j
— General Contractor ~ (Desiaw g

» Advantages

—Tr Fixed price for the project before any work
commences '*'L*’“gi‘-ﬂ“*ﬁw Oy 2))LS

2 — Price competition between contractors

(aré_.mr;{...fé:.m;n

iaar® N \5 ),A\ ,A_Jgﬁf"a
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Traditional Delivery Approach

+ Disadvantages

.~ Contractors/subcontractors have little .
- opportunities to suggest improvements until
after the award is announced

‘2~ Difficult to phase or fast-track the project

3 )—Less opportunily for interaction between the
significant parties (pwzahw 5 Caw(‘*-’%ﬁﬂ»{)

) — Misinterpretation of the drawings and
specifications can be difficult to eliminate
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Project Delivery Approaches
» Design-Build (Turnkey)
Owner
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Design-Build Delivery Approach

. Unde[' this approach, the@wnEr enters into
one single contract:

~(Design/Builder (D/B) j-» (conty-ce o1y

* The D/B is responsible for both design and
construction

(GC)

Mo : . ;
:’/ * Because of the low bid system in public
bidding, the D/B approach can not be used

Design-Build Delivery Approach
* The D/B approach is ustalily used in:

— The case of fast track, where construction can
start before design is comnpleted

* Main objective for fast track is to[shorten /

[_construction time |

. (3 The case of complex projects where few

companies are qualified to design/build such
as petroleum refineries '
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Design-Build Delivery Approach

« Advantages | - |
_Seamless communication within the single
firm encompassing both designand
construction (One source of responsibility)
—Contractor is able to improve
_constructability
/— Scheduling is more effective, and fast- -
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Design-Build Delivery Approach

i Disadvantages

—COwner may not have a firm fixed
price in hand early

—Owner’ knowiedge and awareness of
the project is less (Crucial Decision
v making)

—Less checks on contractors’
performance (More vulnerable)
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Project Delivery Approaches
\*)+ Construction Management
‘Owner
ol | N ¢ -
A “» Lg- \ s .
Desi ng‘; ' Construction 05 .
g Manager (= 940"
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/ v \ Uiy oungr\H
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Construction Management Delivery Approach ~5)

——— T
 Many owners engage [construction managers!

(CMs) to assist in developing bid documents |- %..TL,;,M
and overseeing project construction. _v?:_:&_?“ -
. CM @ /é’/u!-‘t“-’ e oL 2N '\;D €g ;5:: )

— Is a professional or a firm trained in the
management of construction processes.
~ —Is generally interposed between the owner and
some or all of the other participants.

u=s

\ r‘.'-lll.;,'?n -
"+ There are two general types of CM: 2" : i P
— Construction Managers as Agent (ACM) |y AL DRee
ra ) oladl-

— Construction managers-at-risk (CM-at-risk)
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. ’The CM acts_a_g_the owner representative in both
.design and construction (CM acts as advisor to the
owner) '

* The trade contracts are held by the owner rather
than the construction manager. With the CM
Agency approach, the owner is responsible for
procuring all trade contracts for the construction
phase, which the CM can cg_(),rglrla_tje;
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Construction Management as Agent
* The CM provides for the project: , 4
(= Project management A
— Schedulers
CH) Nl 6‘ Estimators
+ Construction ¢ n coordinatorsfield engineers, quality
control personnel ete.
_ . * Construction can start for some portions of the
& TELNR APV ioinnlias Soon as design of that portion is
< 2 VO WAl Tyl ok S B
m I - e
atayy (s | €0 ped Sy
J( g Lo — Overall design is not completed yet Retd 4 m:_f;ﬂ
OWnNen — i.e., foundation construction starts as soon as its design is T
CM Lousis complete, before columns, beams, and slabs are designed Jesgn— B (d
Deg gmer 2 -
5L e doe Vo2 W9
..,rj;.,b%'. 5:;'52_3._«)
Construction Management as Agent
Aeg
l"{b‘q"t" == B'Bjn AN Ln.uu
1% s Advantagesj
Dud . — Extends the owner’s internal capabiiities in performing B
]?J‘.: \ § traditional owner responsibilities. ix J;; . bete? @ \\I
' - _ — Builder selection flexibility 3 0;«};“& <»5’.:"-
| H, a — Effective communication between the threa parties - ¢° J G v
, :._;2% By ~ Allow simultaneously phasing various tasks in the project | N\ ¢
e i i) in coordinated effort (Faster schedule delivery ) «rw‘f,(,.qd‘ S
., O [ . 1 e e
s L — Owner is able to benefit from competitive bidding by
s sl contractors and subcontractors
AR oo ( 3
L;i,e,,h ,,Lu...'ﬁ' » Disadvantages)
o] s (@) — Possible communication problems between parties
EM UL involved
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Construction Management at Risk
. v 7|+ CM-at-risk arrangement increases significantly
CAC L4 o ’ ; . ,
visk & owner's delegation of control and risk.
e « CM-at-risk typically contracts with the owner in two Began N sy
CAM : & Cvdweact |
stages. T cunan @
~|First, CM-at-risk manages and undertakes
&) services during the conceptual and preliminary
- design phases with the design professional. |
w sndatVE . d.::_‘.‘a.\ J{#*
reft ““_’1-;9 — When the design is complete, the owner and e
y beack S 9 . . ix axh
C i CM-at-risk agree on a price and schedule for the e
s H\i,p_.w completion of the construction work. T
P, e - BCar -
( fash  SirorLulongn | Brting,  Shedee € prig 0t
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- Construction Management at Risk Contrad
: Centroc et
o .Jf ( - . = 0
| vich e, o [-CHLAL Risk Advantages|
farsSa WIShIY "‘:”H — Majority of project risk is passed to the CM, skt bt
~ SM2L L jimiting owner's liability
Vidhzts <M 2| _ A high level of controllover cost and schedule
. (0“-: Z’j & A early on in the project
1 oo | = =" - e . .
| g2 vl — Single point of accountability: CM At Risk signs
Rl & contracts with all subcontractors
folas, Cumee | = Enablesl[gst-tr_at_:k delivery —time savings )
v o — Full pre-construction services are available (CM
M s =7 hired for pre-design allows design assistance and -
F T . . . . _—
S il CM involvement in estimating and constructability) | -= =
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Construction Management at Risk

* CM At Risk Disadvantages |
- Difficult for Owner to evaluate value of
contract
- Typically less competition]in bidding
(especially for self-performed work)

— Additional pre-construction fees and CM fee

may increase "first cost" (but may result in
lower final cost) |

Project Delivery Approaches koatBoge)

e
* Owner-Builder I
\S‘“"}
— Owner o
-["\)-/_AG‘ l ':'-*\J '_‘."
~ |
Design | - Construction
Departmenf | ' Department
| |
- i
| Contractors Own Work
) Force
' Subcontractors

The owner-builder proje-cl déli\_rery method is where you, the owner, act as the
general contractor for the project. You would oe responsible for managing the

planning, coordinating, scheduling, and execution of the project.
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~ » For tHe@aner/b_u_in*_e\rjapproach:

\Responsibilities for Subcontractors Coordination

» For the traditional, design/build and_-CM
approaches: "N\ aly, oo sup N E OB
— As long as the owner awards the contract to

one single éC,‘) he has no coordination

responsibility; the GC is fully responsible for
coordinating the work of the subs

—_—

— The owner has coordination responsibilities if
he awards the contract to multiple contractors;
or if he performs part of the work with his own
forces |
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Contract Pricing
ot 250045, || © Because of the unique nature of constructed )
- Jialis U facilities, it is almost imperative to have a separate 7 e
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s Procurement Methods
R © -2 O-= 25 09\ad) , Lot 4 i

cublic  Two major procurement methods: |

QeosSol) P

biddina __.(I,@h;_;d;lsn»:n}ﬂ

" : o R =
@-’-Negotiated bidding L o040
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G(preregusite)lf-* The basic structure of the competitive bidding
Gbyls b iLusy | Process consists of:
ARt @—Ehe formulation of detailed plans and
e deTj ’3;:” specifications of a facility based on the objectives
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] M\ - %e‘azr;rg rqumlreggts of the owner | .
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|* Invitation for B@(lFB)
Suere e qualified contractors

Competitive Bidding

is often restricted to
JJL;._.Q__.@{::;” auil. Sle
o6 po LBl e
a yBJ) /"l

* The definition of a qualified contractor usually
calls for a minimal evidence of previous
experience and financial stability

. iﬁﬁem, the owner has

considerable latitude in selecting the bidders,

ranging from open competition to the ——,_
restriction of bidders to a few favored 0=
contractors
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Competitive Bidding III °

e—T = _ Leuls

* In thesector,(tm_le.é are carefully

delinejlted to place all qualified contractors on
anFﬂg@\foiting for competition, and strictly
enforced to prevent conspiracy among
contractors and unethical or illegal actions by
public officials
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2} Negotiated Bidding

l --weg'o_tiétéd Bid%g The basic structure of the

™ “negotiated bidding process consists of: -

(L—Bidders are often selected by owner ) 0?5/ ==

(2 - Bidders prepare price, schedule, and  fxaal, ik,
presentation on qualifications .

(3)— Owner selects successful bidder and negotiates
a final price

QQQ@QDMM@,Q@@

prblic L 2s25-5°

Negotiated Bidding I

OJ“C,_?:Q' “T » A major reason for using negotiated
AolEe contracts is the flexibility of this type of
direcky procurement, particularly for:

P UySy
Yool ole)
a1 Jo\E\ S s |
e pral el
SRl ‘\f.i

—Projects of large size and great
complexity

—Projects which substantially duplicate

previous facilities sponsored by the
owner.
o
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Construction Contracts

' Construction Contracts
I |

_ t —1
!Competitive - Negotiated \
| Bidding Bidding
555 Condract 3 l__ I
RO & T @l
' Lump | ‘ Unit | iLump | Unit
._sum . Price | sum | | Price
S el
Fived Price Fixed price
Contracds av,

'y
Ao

X

g Fﬁea")ﬂ.ceﬂm.v‘xsk N 0y é’mw
1

C\NQ—J -\-D"‘JJ’DC_‘““‘ ' J
Selevar] app=sh Contract Types
; elevav’) @

» Two fundamental contract families
—Fixed price
* Lump sum
 Unit price
—Cost reimbursable
(¢« Cost plus
(3 » Guaranteed Maximum Price
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W Luzmp-sum Contracts

'Q:he contractor agrees to perform a stipulated
job of work for a predetermined price that
includes profif] ©¥jor U Eiil sots 3 5

"na'C-n‘i ~

« Scope of work is typicalﬁiﬁu_gljf_d_e_ﬁne_d

* The contractor must complete the work for the
fixed price shown as long as the scope of the
contract has not been altered by change
orders | osd\,
— Any cost overruns must come out of the

contractor’s pocket oo\ e,

— Similarly, any money that is saved on the job, as
long as it conforms to the plans and
specifications, belongs to the contractor
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(an egle o f e
oy ~ (Lump-sum,Contracts I
L,?;EM . Qgﬁ‘ﬁ“fiﬁammmoﬁew 3 8\ 2§54 ) e o)
H‘Eﬂ » The lump sum contract is popular among
— " | owners because
—IThe total cost of the project is known in
advance|
-+ Lump sum contractsare more popular in
| __lbuilding projects| compared to highway
wp3oe S 4T projects e st e B LR g5
‘ "'\;C:':‘Cd.‘ e i L’qr—r:q_.}m.-,
L — Quantities are usually known in the case of
L2052 L) building construction and unknown in the case
B 7 of highway construction
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Lump-sum Contracts ||
£ 9031 0) O e LT o i ; 055 (ump sundl o
gj‘;flﬁ) b(;‘;] s When it is appropriate? ¢ .., Ahe s ol
. — When the plang are fully completed and -
PR = accurate quantities of work can be estimated
ale 2\ 2, —When the owner has a limited budget ]
\imtted because it is the only form that gives a fairly
b“d‘fﬁe} accurate indication of the final cost of the
project
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- &ump s&n Contracts IV
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- ¢ Advantages:| " o e 4
_1\‘\3\191*’ usCsuals ) — Generally Eompetltwg bid contracts
"I p{’é’;‘ Ry — Benefits owners because they know exactly what
:./‘E,U\,L\;{c—_:,_;_',l)h Vi they have to pay @& 1>~ et
= g2 B2 tat—_ Total price fixed in advance ( cest 3\ e Site prig )
Leds G 2P O Qs 4 )
lump §anduol, | — The simplest type of contract
ot 5 00,5 S 151 11 .ﬁ
.rcdef’ A BN Disadvantages
Moy welf —Risk is on the contractor but he can make money | ' dveqt & o
——| " Dby finishing faster _cos}
gonnrcher must be fully defined (no fast trackmg) %'“:; ;ﬁv
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- : . . e
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el o . v . PR # fas>
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Unit Price Contracts Il

* |Blanks are provided in the proposal document}
or the bidder to insert a price per unit

* Multiplying this unit price by the quantity shown
in the A/E estimate indicates the total amount
of the bid for each item

* The sum of the unit costs multiplied by the
estimated quantities of all items in the contract -

is used to determine the low bidder
>

P A
Item Unit Quantity | Unit Prico § | Bid Amount §
Excavate sand | Cubic Iﬁét-uis : 8003 s 22,000 [
Excavate rock | Cubic Meters- ) ..E.DOO 20 40,000 |
Fill material Ton 4,000 12 42,000 |
Toal T120000 |
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| + The contractor is obligated to perform the

Unit Price Contracts Il

- Because payment to the contractor is made on
the basis of units of work|actually done and
measured in the field:

—The owner needs to provide a field force for
the measurement and determination of the
true quantities of work accomplisheﬂ*‘

‘quantities of work actually required in the field
at the quoted unit prices, whether they are
greater or less than the owner estimates )
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Unit Price Contracts |V

» The contractor must include all anticipated costs in
- the bid items

(V- Overhead
— Temporary structures (formwork)
» Often used for public works projects
(s Very common with earthwork

— When the project is fairly well defined but the
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San )L yv< S o : okt . .
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2| B+ 209+ - Unit Price Contracts V
:15; - \% + P"’o;;}_ .
i, « - [ » Advantages
I | ] —Generally gompefitive\bid contracts
w4 # e | L T
—.34,,| —Accommodates uantity adjustments i P
- i W e plabeE
At |/ Disadvantages) - T |y
—y - )
-— —Disadvantage:ﬁestimatelvs.@ctual quantities’ i
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Meafll, s=_o i ¢ ue) Aua i} 2
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Cost-"plus” Contracts

* Cost-"plus” contract: The contractor is

w for his expenditures plus an
allowance for overhead and profit

* Sometimes referred to as a “time and
materials” contract

* Normally negotiated|between the owner and

the contractor
* Two types:

(V- Cost plus A percentage fee {0/

s

{®»)~- Cost plus|(a fixed|fee .. Dlazy 550200a)b0
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Cost-"plus” Contracts Il

+ Cost-plus-percentage-fee contracts
—ﬁontractor agrees to perform the work for the cost of
materials and labor plus a percentage fee to cover
(overhiead costs'and(profit N B
Fee is a percentage of the\'total cost of Yﬁe_proj@

o\ —

- Cost-plus-fixed-fee contracts
— Contractor agrees to perform the work for the cost of

materials and labor plus a fixed fee to cover
overhead costs and profit

— Fee is a fixed amount regardless of actual cost of
work

— This form removes the incentive for the contractor to

increase costzs in an attempt to increase the fee
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Jo b il Cost-"plus” Contracts Il
Ao Jod! =

« When is a cost-plus contract appropriate?

.{\ S\I’ EM\CI--l €-

=5 _ When the actual costs of a project or portions
bl = of a project are difficult to estimate with
C _.;_;-l-:.u T I RSt .~ "
Y Z;I-'-b“ Slah L\_ﬂ—u‘f ; ag_?ﬂiﬁywu{;l;h?\ SffJ)\}‘Ujqu‘_)J_‘-:l fe3 \=A0 L—-u‘i’s
Lk f(,;e\w @5?0] cts of experimental design, new .materla ,
@,;;—'ﬂ-f—r—ﬂ / or an unusual site that is hard to predict
[ —When plans and specifications can not be
Y\ = Vo C | completed before construction starts
S B d oG B _When the true nature of the project cannot bé
o\l e E”" accurately described before construction
e e begins (example: remodeling or renovation
i ™ projects)
f'((c‘{}_:)_il/l [ i-_ﬁg]jv T | &r,,?!gjlg{{
1-: & = =y - e \ \ b ) I
N 6(:,{. ey D""JJT& oy o gedls N\ Ay *
} eI L T Al 1 e ‘ =
,,’—-"""/,f’,,/’r’ N'J)r;vﬁf:.. S5 Bt REe il 05 2D o s 2y NS 2
g N5 L (acurel cos ) Yoty 5\2)) o on, cgd — iEBoS
o -';,./‘\/:_ . Gg;l’l;H,L;’é )
) 5 gt Cost-"plus” Contracts IV
‘-'f"‘*f_f" ':/ . The contracter computes the amount of the fee dfs s (=70
o iuat ot : : e o gy «
e on the basis of . o T g il ez :": DI
: y;’/_ Size of the project ~.ir:p‘: yi) [ B P ,.c“jll sla g e~
- A e Estimated time of construction gh__ ,
59.-_;«; 7 ;> ~Nature and complexity_o_f__theﬂwork Y=
A %Z; /— Hazards involved — ~ ﬂ/ v K&,&_
)('Tj ) “w ‘: _ . . 2244 . .
g e . Location of the project /" e L 8
e jfrﬁ — Equipment and manpower requirements Cost -plyg
. o e o — Similar considerations 35k g 5
G Dyl be
P Jv—;_;“) B A )
RO S Ounwthy
S J1 %9
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— Changes can be easily incorporated into the
L. =

Cost-"plus” Contracts V

quvan_h':ig@J

—Does not place the owner and the contractor in
an adversarial relationship/

— Construction can start before scope fully defined

scope of work under contract

— The contractor is almost assured of not losing
money

Jslzeli G
é}"" 9“0”" -1
\;\ C,‘-a-) (‘J
5 2

Lb—‘-“L

JS(,Z“'Z«L’ VIt Y]
prost b

Cost-"plus” Contracts VI

- Disadvantages

(=’The owner has little idea of what the actual cost
of the project will be

(> Can be bad for the owner if the contractor takes
longer than he should

©The owner must mgintain additional staff to
monitor the progress of the contractor with an
emphasis on documenting reimbursable costs

(=Often noncompetitive bids
(SRisk is on the owner]
(ELack of upper boundary, open-book

Nown
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Cost-“plus” contract VI

Time-and-Materials Contract
(Mce « codl pra i)
Fivel] ot
L §0.02s
10,500 -
b,
$9.575 ; .
E .
|
1 | 5;
s & o
Fiad Coyt
asil final cost [s §9,500, conrroctor prof Is $475 (5%)
bl finci cost ks $10,000, controctor profi 's $500 (5'%)
\ =4 finci cos la §10,500, confractor profit Is $525 5%)

SimplY
(_c:s\'- PNS
Cowhrach

(e

Cost pluse
Covd o
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{\) Guaranteed Maximum Price Contracts |

u?pé’ﬂ e
* Guaranteed maximum price GMP ¥

— Cost plus fee with

guaranteed maximum rlce 7
— Contractor agrees that the total amount needs

to be paid by the owner will not exceed a pre-

establishecd maximum price tﬁ”

- Costs above the guaranteed price are
absorbed by thefcontractor|

— Savings may be reverted to the owner or, in

many cases, shared by the owner and the
contractor
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Guaranteed Maximum Price Contracts Il
- f-’f_*{‘(;’;‘;f des
e
© Advantages | ot visk ot
~ —Does'not place the owner and the contractor in
ne @{‘: ) wr — Construction_can start before scope fully -
\ O AT defined 05N iSe Fool hruck g % net
y "M?_w incorporated into the price
S | _— scope of work under contract Condin
N P — The owner is assured that the total project cost
- . will not exceed a stated amount (upper
D/"“i‘h-_a boundary)
QQQGJ\,«:\ o e Io\d)
)\?% plugg i RoniisBp (SRS TE
L o€ ) <
- (@
. //‘)\
S

Guaranteed Maximum Price Contracts lll

—

\* Disadvantages
— Difficulty in establishing GMP
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E— Guaranteed Maximum Price Contracts IV
b} . T~ IR
at**aqso o | - ; —
i et Guaranteed-Maximum-Price Contract
T mk..wmmdm-mwmdl:ﬂ;;:_' 9
i . cesh -!—_\'3.;;34' fee ",7 Nek) 10,50¢
4,500 + et § Socs Aot
e $1000 )
- hofooo ;- -l_--. | . - pHOQ" J‘ ‘
$10,000 | }/ as e
hoo _ o s &40 99
4,500 E-Zi/o % cost Clus
AT |
& 3 |
xChued 11,009 a3 2 2
— OW,::":",‘”’ o HndCud
o \O, Doo___ ﬁmzmg&cmﬂh%”
. 2 e =¥ final coalIs $10,500, coniractor proft is 30 (%)
500/"209@\
) xve, Sefky /Qualidy
(ggs="" | o st
b oo .ﬁ oleo
10D J 1 :
Incentive Contracts *Sakty incedive
s What’) = CM‘-"’KC’""_'JP S 5y L7 13
f IE et 1 ) \-Dbcjé?':\{“ﬁalb
— Incentive contracts are: ol
b onus ) oL, Yot Fhe el Calods
OIS 7 A oA o—— « Fixed amount with bonus) | Solgsza
* Fixed amount with an arrangement for sharing any cost bom:c,
savings
Jom | e -
c‘: ;‘;_I‘iﬁ‘j | * Why? ' cosd ,{;_u: day
5§20 ‘5" \" — To motivate the contractor to keep the cost of the R Aoz o
A s f"“"’;j work and/or the time of construction to a minimum [| " ¢es *,\ 1)3: ;:15
L ARSI T
g * The owner and the contractor agree to target bdiss <)
i deJU estimates of cost and/or time of construction Ao po edsvCath L)
MOS8 G |, Bonys o penalty are tied to these target figures o St
S 209 iroie(f DGl ownpr J) o)
Ponys ¥ haa 2 targed S lsiaa

Tm(@n'l‘w(—" o¥f M
Guru’i ‘|-;-J
ey 0L ) Rl ¢

Jl,‘ '-Lﬁf;w o Lol ':'\
qum&

(_-d )h,\_"xl;‘)., .
o s - ) =X )
e

16

(%8 CamScanner



https://v3.camscanner.com/user/download

Lop 8

Incentive Contracts

\ @st Incentives: ™\

- As a stimulant for the contracting firm to
minimize costs, a bonus clause providing for
share savings can be written according to which
it shall receive, in addition to a base fee, a stated

percentage of the amount by which the total
actual cost is less than the target estimate

— There may also be a provision whereby the
contractor's fee is reduced if the construction cost
exceeds the target estimate
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Incentive Contracts Il|

» Duration Incentives:

—When time of completion is critical to the
owner, the contract can be drafted to provide
that the contractor receives a fixed sum of
money in addition to the base fee for each day
of beneficial occupancy realized by the owner

prior to the originally agreed-upon completion
date.

— This can be extended to provide that the
“contractor's fee will be reduced by the same
amount for each day completion is delayed
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Rate Loading (Bid Unbalancing) 1|

* Front-end loading: (larp -sue yusit price)

—Can occur in lump sum contracts
and unit price contracts
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* "Estimating Error” Unbalancing:
—Occur only in unit price contracts
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» Disadvantages|’
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Example 1:(Front-end
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.» Balanced bld W ®
\-_*—-—q____ S| 3 =
ltem Unit Quanllly UnitPrice $ | Bid Amount §
6la5 Jsl _@ Excavate sand | Cubic Meters | 8,000 4 32,000 N
D) (2) Excavate rock | Cubic Meters | 2,000 20 40,000
DFICTNE] 57, Fill material Ton 4,000 12 48,000
A] e
; *""’L:“’;u otal 120 @
S S * Assume that sand will be excavated before excavation of
Jdotadl 8 '
s e A rock
i o | Unbalanced bid) s
‘) * Unbalanced bid
‘6*\\ Wik ) Umbq }Gnue
= 32 Item Unit Quantity | Unit Price $ | Bid Amount § . o
| Excavate sand | Cubic Meters | 8,000 45 36,000 sl sUe
/ Excavate rock | Cubic Meters | 2,000 19 38,000 J)
5 2o 3\ Fili material Ton 4,000 15 46000 | dotef
N [Total ), d anouf) (1120000 |
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Example 2:\"Estimating Error” Unbalancing
» Balanced bid
Item Unit Quantity | Unit Price$ | Bid Amount$ | ;‘-ﬂ‘&b\,&f’r’
= RS B — — e - e = | ]
Excavate sand | Cubic Meters | 8,000 7 8 32,000 — o ?a_;_;
Excavate rock | Cubic Meters | 2,000 { 20 40,000 Ruads “‘es‘
Fill material Ton 4,000 12 ] 48,000 } Qf_j‘“‘J 2\
— — - e 2 L)y
Total | [ (Teoem Azl
_ % Pry Q% W= o
* Unbalanced bid = A 2,4 §uione orh
Item Unit Quantity |\Unit Price $ | |Bid Amount § | Polaind) oy
" Excavate sand | Cubic Meters | 8,000 | 1 8,000 i L "“%‘m C ¥g)
Excavate rock | Cubic Meters | 2,000 32 64,000 / £ .
Fill material Ton 4,000 12 48,000 ) T
Total (120,000%” (e /
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Example 2: “Estimating Error” Unbalancing || s
actun) I Sl
\»_Actual’Cost (Balanced bid) o Sl
Item Unit Quantity | UnitPrice $ | Bid Amount$ | Cst imakid ]\
Excavate sand | Cubic Meters | 5,000 4 20000 |
Excavate rock Cubic Meters 5,000 20 100,000_ T
Fill material Ton 4,000 12 48,000 |
Total ﬁeﬁjﬁbﬂ |
Actual ‘Cost (Unbalanced bid)
Ite ’/ Unit Quantity | Unit Price $ | Bid Amount $
Excavate sand | Cubic Meters 5,000 1 5,000 B
Excavate rock | Cubic Meters“_ 5,000 | 32 16_0000
Fill material Ton 4,000 12 | 48000
: A " Total (213,000 |
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