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i‘§ MAKING Procurement decisions for period 5 in the Early Years ] 4
Change period Key information  Help

PROCUREMENT RESTRICTIONS

MUMBER OF JOBS IN PROGRESS AMOUNT OF WORK THAT CAN BE WON
At the start of the peniod, the number of jobz in progress is: 5 [job progression zcreen) The initial forward workload iz 20,831,500 [job progression screen]
The number of jobs in progrezs after bidding cannot exceed: 10 jobs The current value of the capital base is: 4,383,088 [financial decizion screen)
Hence, the maximurm number of jobs that can be won is: 5 jobz duning bidding The cument capital base can support fonward workload of: 43,830,880 [10 % capital baze]

Hence, the walue of waork. that can be won cannot exceed: 22,999,380 during bidding

Job |Country |Type| BIM | Size | App Value| Duration |Description | sector |Client Job | Bid | Bid value
74 |Urited Kingdam | DB | Yes |Mediurm| 12,000,000| 4 |Mew aircraft hangar |Building & Commercial | The Deferce Agency 74 | Mo | o
75 | United States | BO | Mo |Medium| 9000000 4 |Upgrading of road network | Transpart | FIFA Marth America 2025 75 | Mo | 0
79 |United Kingdom | BO | Mo |Medium| 2,000,000 3 |Tunnel work for HS52 | Transport |HS Rail Connection Gre 79 | Mo | o
81 |Urited Kingdam | BO | *es |Medium| 11,000,000| 4 |Extension to head office |Building & Commercial |Madison Bark 81 | Mo | 0
83 |Urited Kingdam | BO | Yes | Small | 2.000,000| 2 |Redevelopment at stip mill: [ Industrial |Mational 5+ 83 | Mo | o
87 |United Kingdom | BO | Mo | Small | 1000000 3 [Mewmootings on Grand Union canal — |water & Sewage = NS 87 | Mo | 0

A decision is made to bid for job 74, a Design & Build job.

We will now look at how the bid formed ?

EDisplay details tor job 74 | Display client details |'res
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[ Job 74 (At the procurement stage)

\n F. Period identifizd: 4 . .
NUMBER OF JOBS IN PROGRESS Country: United Kingdar
At the start of the peniod, the number of jobz in progress is: 5 [job F "‘ Location: Hexham
The number of jobs in progrezs after bidding cannot exceed: 10 jobs ﬂ h"x Type: Design & Build
Hence, the maximurm number of jobs that can be won is: 5 job: BIM model uzed: Yes
Size: Mediurm
Approx walue: 12,000,000
Job |Coun1r3r |T3rpe| BiM | Size |App ‘-‘hlue| Durat Duration: 4 periods
74 |Urited Kingdam | DB | *es |Medium| 12,000,000| 4 Descriotion: Mew aircraft hanaar
75 |United States | BO | Mo |Medium| 9000000 4 pHan. e gar
79 |Unied Kingdom | BO | Mo |Medium| 2000000 3 Sector: Building & Commercial
81 |United Kingdomn | BO | *es |Medium| 11,000,000 4 Client: The Defence Agency (£
83 |Urited Kingdam | BO | *es | Smal | 3,000,000| 2
87 |United Kingdom | BO | Mo | Small | 1,000,000 3

=18 x|
=101 x|

ESTIMATED COSTS / PLANMNED LABOUR SCHEDULE

Job | Estimated| Estimated Planned| Cumul %

period| build cost| site cost labour| complete

1 | 2,374,931 | 4?4,EIEE| ?3| 25

2 | 2.843.91 ?'| EEELEIE4| E?| ]

3 | 2849917)  569.934] a7| a5

4 | 1 ,424,E|EEI| 284,992| 44| 100
9,493,724 1,899,946 291

E ztimated design cost: 10

RISK REGISTER

% of build cost

S Reduction | Expected
Risk description L'ﬁ::;m ""{;"::: incostif | labour
BIM used | reduction
: : : Structural defects | Medum | 130,000 e | 24X
The Display Job Details option can be used Parsonnel issuss | High | 48000 Mo | 27%
to display detailed information about the job. Changes in legal requirements [ Low | 135000 Yes | 26X

EDizplay details for job 74
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PROCUREMENT RESTRICTIONS

MUMBER OF JOBS IN PROGRESS AMOUNT OF WORK THAT CAN BE WON
At the start of the peniod, the number of jobz in progress is: 5 [job progression zcreen) The initial forward workload iz 20,831,500 [job progression screen]
The number of jobs in progrezs after bidding cannot exceed: 10 jobs The current value of the capital base is: 4,383,088 [financial decizion screen)
Hence, the maximurm number of jobs that can be won is: 5 jobz duning bidding The cument capital base can support fonward workload of: 43,830,880 [10 % capital baze]

Hence, the walue of waork. that can be won cannot exceed: 22,999,380 during bidding

Job |Country Type| BIM | Size | App Value| Duration Description Sector Client Job | Bid Bid value
74 | United Kingdaom DB | Yes |Medium| 12000000 4 Mew aircraft hangar Building & Commercial | The Defence Agency 74 | Mo i
75 |United States BO | Mo |Medium| 9,000,000 4 Upgrading of road nebwork Tranzport FIFA Morth &merica 2026 75 | Mo i
79 |United Kingdom BO | Mo |Medium| 2000000 3 Tunnel work, for HS2 Tranzport HS Rail Connection Group 73 | Mo 1]
31 |United Kingdarn BO | ez |Medum| 11,000,000 4 E xtension to head office Building & Commercial |k adizon Bank M Mo il
33 |United Kingdaom BO | Yes | Small 2,000,000 2 Redevelopment at strip mills Indusztrial M ational Steel 33 | Mo i
837 |United Kingdaom BO | Mo | Smal 1,000,000 3 Mew moarings on Grand Union canal — ['water & Sewage Englizh \#f atenmans 87 | Mo i

Select ‘Yes’ to indicate that a bid is to be submitted.

EDigplay details for job 7d [ Digplay client detailz [es
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Help
[ ESTIMATED COSTS]|
Design cost [% of build cost: 10 & o . . .
Build cost 9,499 724 |[._ ) Bazed in United Kingdom
Site cost: 1,899,946 Harizon Group
Total estimated costs: 12,349 640 The Bornmell Group

The estimated costs that cannot be changed are the design, build and site costs.

DESIGN COST (D&B JOBS ONLY)
The design cost to be paid to the consultant designer is expressed as a % of the build cost.

Design cost is paid back in relation to the progression of the job e.g., if 30% of the job is completed in a period, then 30% of
the design cost has to be paid back in the period.

BUILD COST
The build cost covers the labour, plant, materials and specialist subcontract trades needed to complete the job.

SITE COST
Site costs pay for the support staff and services required to administer a site.

KEY POINTS
Design and build costs paid in a period relate directly to the % of the job completed in the period, whereas the site costs to be
paid are related to the actual labour on site.

E.g., if there is a lot of ineffective labour on site that does not contribute to progressing the job, site costs still have to be paid
for the total labour on site.

I he job 13 based in Urited Fangdorn
The planned duration of the job iz 4 perods
The annual zalary for project managers ranges from 27,000 to 64,000

A i 1L e e e I i ot e e e A i

. vt e v e
prezsure off the procurement departrent far the farseeable future.
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Help
[ ESTIMATED COSTS]| KNOWM RIvAL BIDDERS
Design cost [% of build cost: 10 & - . . .
Build cost 3499724 Eva"n Bazed in United Fingdom
Site cosh: 1,833,546 Huarizan Graup
Total estimated costs: 12,349 640 The Bornmell Group
[ DESIGM CONSULTANT] Eltd expenience required BIDDING HISTORY
Design consultant allocated: Select | Job | Period | Country |sector | Markup
—_ © - Nebad Kinadam |Building & Commercial | 5.5 %
' [

A consultant needs to be allocated to produce the design who has appropriate expertise for the job.

In addition, if the job is using BIM, or Building Information Modelling, the client may impose a bidding restriction
that requires the consultant to have some BIM experience, in addition to expertise in the job sector. This is indicated by
the “BIM experience required” note.

In this case, for job 74, a BIM model is being used, and the CLIENT RESTRICTIONS indicate that a consultant with BIM
experience needs to be chosen for the design.

The Select button can be used to choose from a list of all available consultants.

L | bl [l ™ LU | PrarEEpuan | PRy m -

[ MARKUP]

Markup: ||:| vl z Bailey Developments iz a constuction and regeneration group emploving over 9,000
people, waorking on everything from small zcale fitouts and utilities projects to major
uiban regeneration schemes, and solely in the UE. Their strength comes from this

BID SUBMITTED] balance of activity and their ability to provide integrated solutions comprising a range of

Bid submitted: 12,349,640 SEIVICES,

The company's objective iz to develop market leadership in all of the sectors of the
indusztry, and to provide long-term success Far itz shareholders.
USEFUL INFORMATION
The job iz in the Building & Commercial sectar The company recently won some major road widening contracts, and has a bulging
Tis el s e by Uilied) Rl arder baak. Thiz has guaranteed the lang-term future of ks emplaovess, and taken the

rezzure off the procurement department Faor the forseeable future.
The planned duration of the job iz 4 perods F F P

The annual zalary for project managers ranges from 27,000 to 64,000
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' Available Consultants

Dizplay consultants where the profile contains the phrase: |hui|-:|ing and commercial

JEALL] | | £ ailable -]
Base country BIM experience | Status
dnited Kingdom zighificant Lovailable

Beta Creative Dezigns dnited Kingdom zlight Aevailable
Peak Dezigns M ew Zealand naticeahble Aorailable
WwOC Design Consultants dnited States zigrificant Livailable
Wwhovern Design Services dnited Kingdom zlight Livailable
|Select
ARDVAREK ARCHITECTS "

After meeting at a BIM conference 3 years ago a =mall group of design consultants established Ardwvark Architects to take
adwvantage of the emergence of Building Information Modelling in the construction process. ﬁ h._‘-"-.

Since being established Ardwvark Architects has undertaken a number of prestigious project designs within the building and
commercial field, and their skills are becoming increasinghy in demand as their reputation spreads.

The company have inwvested heavily in technology, and particularhy in BIM training for their staff, to enable them to compete
for new work against even their rivals.

An appropriate consultant for the job can be found by reviewing the profiles of each consultant, and matching the consultant’s
expertise to the job sector.

The choice of consultant can have a significant impact on the build costs. Consultants with appropriate expertise and BIM
experience (if a BIM model is being used), produce designs that reduce the expected build cost.

For job 74, a building and commercial contract, Ardvark Architects have been chosen due to their expertise in the building and
commercial sector, and their significant BIM experience.

The Select option is used to select Ardvark Architects.
KEY POINTS

The list of available consultants changes each period due to some consultants being unavailable, as shown in the status column
e.g., too much workload.
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'§ Setting the Bid for Job 74
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[ ESTIMATED COSTS]|
Design cost [% of build cost: 10 &

KNOWN RIVAL BIDDERS

[ DESIGN CONSULTANT]|

BIDDING HISTORY

Build cost 9.439.724 i[-:. ments Based in United Kingdom
Site cosh: 1,833,546 Huarizan Graup
Total estimated costs: 12,349 640 The Bornmell Group

Desigh consultant allocated: Ardvark Architects B s Sector R
| 2 United Kingdom Building # Commercial TRl
3 2 United Kingdom Energy LTI 4
DNCOSTS| 4 2 |United Kingdaorn Building & Commercial | 5.7 %
Project manager allowance: I—D [for zalary) 9 2 IIrited Kingdarn Industrial AT %

. . - impact Risk 13 2 Lln?ted K!ngdom Water & Sewage LTI 4
Risk register Likelihood occurs cost| Contingency 20 2 |United Kingdor Tranzport 87 %
MR | Medium (40to 50 % chance) | 130,000 0 2 | & |Unheslbinmsn walskbEEge | 988
Personnel issues | High [70to 80 % chance)] | 48,000 0 s1 | 3 |UntedKingdom |Building® Commercial | 5.7%
Changes in legal requirements | Lowe (20 to 30 % chance) | 135,000 1] 32 3 Un!ted K!ngdom Building & Commercial 2.8 %

= 43 3 lUnited Kingdom Tranzpart AT E

45 3 IIrited Kingdar Tranzport hex

47 3 United Kingdom E nergy hEE

s 4 lUnited Kingdom Building # Commercial AT E

1] a7 4 IIrited Kingdar Building % Cormmercial hE X

G2 4 United Kingdom Building # Commercial hhEE

Total oncost: u §2 | 4 |United Kingdom Building & Commercial | 5.7 %

70 4 IIrited Kingdarn Tranzport hex

MARKUP]

Markup: m z Bailey Developments iz a constuction and regeneration group emploving over 9,000

people, waorking on everything from small zcale fitouts and utilities projects to major
uiban regeneration schemes, and solely in the UE. Their strength comes from this
balance of activity and their ability to provide integrated salutions camprising & range of
FEIVICES,

BID SUBMITTED|
Bid submitted:

12,349,640

The company's objective iz to develop market leadership in all of the sectors of the
indusztry, and to provide long-term success Far itz shareholders.
USEFUL INFORMATION

The job iz if the Building & Commercial zector

The job iz bazed in United Kingdom

The planned duration of the job iz 4 perods

The annual zalary for project managers ranges from 27,000 to 64,000

The compary recently won same majar read widening contractz, and has a bulging
arder baak. Thiz has guaranteed the lang-term future of ks emplaovess, and taken the
prezsure off the procurement departrent far the farseeable future.
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¥ Setting the Bid for Job 74

Oncosts are additional costs added to a bid to cover the contract costs over and above the design,

build and site costs, and consist of :-

» Project manager allowance
= Contingency for risk

Unlike the estimated costs that cannot be changed, oncosts can be altered depending upon the

X

DDERS

ad in United Kingdom

company’s strategy when bidding for a particular job. Markup
- _ e e e ey - —OTONET G TRl
3 2 United Kingdom Energy LTI 4
| ONCOSTS] 4 2 |United Kingdom Building & Commercial | 5.7 %
Project manager allowance: I—D [for zalary) 9 2 IIrited Kingdarn Industrial AT %
= 13 2 United Kingdom Water & Sewage LTI 4
Risk register Likelihood occurs Im{;p::: Conting:t::: 20 2 |United Kingdor Tranzport 87 %
MR | Medium (40to 50 % chance) | 130,000 0 2 | & |Unheslbinmsn walskbEEge | 988
Personnel issues | High [70to 80 % chance)] | 48,000 0 s1 | 3 |UntedKingdom |Building® Commercial | 5.7%
Changes in legal requirements | Low [20t0 30 % chance) | 135,000 0 & J Un!ted K!ngdom Building & Commercial 2.8 %
43 3 lUnited Kingdom Tranzpart AT E
45 3 IIrited Kingdar Tranzport hex
47 3 United Kingdom E nergy hEE
s 4 lUnited Kingdom Building # Commercial AT E
1] a7 4 IIrited Kingdar Building % Cormmercial hE X
G2 4 United Kingdom Building # Commercial hhEE
Total oncost: u §2 | 4 |United Kingdom Building & Commercial | 5.7 %
70 4 IIrited Kingdarn Tranzport hex
MARKUP]
Markup: m z Bailey Developments iz a constuction and regeneration group emploving over 9,000

people, waorking on everything from small zcale fitouts and utilities projects to major
uiban regeneration schemes, and solely in the UE. Their strength comes from this
balance of activity and their ability to provide integrated salutions camprising & range of
FEIVICES,

BID SUBMITTED|
Bid submitted:

12,349,640

The company's objective iz to develop market leadership in all of the sectors of the
indusztry, and to provide long-term success Far itz shareholders.
USEFUL INFORMATION

The job iz if the Building & Commercial zector

The job iz bazed in United Kingdom

The planned duration of the job iz 4 perods

The annual zalary for project managers ranges from 27,000 to 64,000

The compary recently won same majar read widening contractz, and has a bulging
arder baak. Thiz has guaranteed the lang-term future of ks emplaovess, and taken the
prezsure off the procurement departrent far the farseeable future.
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¥ Setting the Bid for Job 74

PROJECT MANAGER ALLOWANCE

Help . . .
Although project managers are not normally recruited until a
l DESET.:I:.':S;EP mﬁdug:sts]-l 10 % job has been secured, and is in progress, an allowance is
Build cost: 3,499,724 made in the bid for the costs of paying the salary of a
Site cost 1,833,346 suitable project manager to oversee the job for its planned
Total estimated costs: 12,349,640 duration
DESIGN CONSULTANT : , :

Dezign consultant allucated: Ardvark, Architects l E PFOJGCt managers vary In experience and Salary, and the
choice of an appropriate project manager for a job can have
serious implications for the progress of the job.

[ ONCOSTS|
Froject manager allowance: I 0 . . . . L .
mpact = The Useful information section gives an indication of the
- - = - m 15 . .

Risk register | Likelihood occurs cost| Contingency range of annual salaries for project managers.

Structural defects [ Medium (40t 50 % chanee) | 120,000 1]

Personnel issues | High (70t 80% chance] | 48,000 0 . . .

Changes in legal requirements | Low [20t0 30 % chance) | 135,000 1] If Vv_e win the JOb we WOUld be |00k|ng to employ a really QOOd
project manager for the job. To keep our bid competitive we
would not be looking to use the maximum annual salary of

; 64,000, but instead we would base our salary allowance a bit
lower, at around 56,000 per annum.
Total oncost: 1]

Bearing in mind that job 74 has a planned duration of 4
MARKUP| periods the allowance for salary is set as follows.

Markup: m z

1. Using an annual salary of 56,000 as the base

BID SUBMITTED] 2. Salary per period is 14,000 (56,000 / 4)
3. Salary for the planned duration of 4 periods is 56,000
(14,000 x 4)
USEFUL INFORMATION
The job iz in the Building & Commercial sectar The comparny recently won some major road widening contracts, and has a bulging
Tis el s e by Uilied) Rl arder baak. Thiz has guaranteed the lang-term future of ks emplaovess, and taken the

rezzure off the procurement department Faor the forseeable future.
The planned duration of the job iz 4 perods F F P

The annual zalary for project managers ranges from 27,000 to 64,000
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Setting the Bid for Job 74

Help
[ ESTIMATED COSTS]| KNOWM RIvAL BIDDERS
i 4 i b z ) . .
PrEEEE (S E) hu”.d oost] 19 Eailey Des Based in United Kingdom
Build cost: 9,499,724 ENS- alin
Site cost: 1,899,945 Harizon Group
Total estimated costs: 12,349 640 The Bornmell Group
[ DESIGN CONSULTANT] BIDDING HISTORY
Desigh consultant allocated: Ardvark Architects B s Sector R
| 2 United Kingdom Building # Commercial TRl
3 2 United Kingdom Energy LTI 4
| ONCDSTS| 4 2 |United Kingdaorn Building & Commercial | 5.7 %
Project manager allowance: I re0nn [for salam] 9 2 |United Kingdarn Industrial 5.7 %
= 13 2 rited Kingdarn Water & Sewage LTI 4
Risk register Likelihood occurs mPact) on ﬁng:':i: 20 | 2 |United Kingdom Transpart 57 %
Structural defects | Medium (40 to 50 % chance] | 130,000 0 27| 3 [|UntedKingdom _ |walerdSewage | 58%
5 0 = A 3 IIrited Kingdar Building % Cormmercial R
Perzonnel izsues | High (70 to 80 % chance) | 48,000 0 - - — - -
Changes in legal reguirements | Low [20ta 30 % chance] | 135,000 1] 2 3 United Kingdom Building & Commercial 5.8%
- 43 3 lUnited Kingdom Tranzpart AT E
45 3 IIrited Kingdar Tranzport hex
47 3 United Kingdom E nergy hEE
s 4 lUnited Kingdom Building # Commercial AT E
1] a7 4 nited Kingdom Building % Cormmercial hE X
B2 4 United Kinadom Building % Commercial hEE

RISK CONTINGENCY

The estimators made an assessment of the potential risks that could occur on the job causing monetary losses to the company,

and job delays, and a risk register was formed for the job.

Each potential risk in the risk register has 2 key elements that need to be considered at the bidding stage :-

*The likelihood of the risk occurring (risk level), classified as High, Medium or Low.
*The impact cost if the risk hits.

A contingency needs to be added for each risk to cover the company for the impact cost if the risk occurs.
KEY POINTS

Although the risk contingency only covers the cost of the risk striking, if a risk strikes there may also be delays to the job, which
have to be considered in the labour allocation when a job is progressed.



Setting A Bid

Setting the Bid for Job 74

Help
[ ESTIMATED COSTS]| KNOWM RIvAL BIDDERS
Design cost [% of build cost: 10 & o . . .
Build cost g 499,724 |,r-, Based in United Kingdom
Site cost: 1,899,945 Harizon Group
Total estimated costs: 12,349 640 The Bornmell Group
[ DESIGN CONSULTANT] BIDDING HISTORY
Desigh consultant allocated: Ardvark Architects : ! B s Sector R
| 2 United Kingdom Building # Commercial TRl
3 2 United Kingdom Energy LTI 4
| ONCDSTS| 4 2 |United Kingdaorn Building & Commercial | 5.7 %
Project manager allowance: I re0nn [for salam] 9 2 |United Kingdarn Industrial 5.7 %
= 13 2 rited Kingdarn Water & Sewage LTI 4
Risk register Likelihood occurs P onfinae 20 | 2 |United Kingdom Transpart 57 %
: . A== 27 | 2 |United Kingdom \Water & Sewage 58 %
Structural defects | Medium (40t 50 % chance] | 130,000 1] - . — s -
5 0 = A 3 IIrited Kingdar Building % Cormmercial R
Perzonnel izzue. | High (70 to 80 % chance) | 48,000 0 - - — - -
Changes in legal re, " e (201030 % charce) | 135,000 a 32 3 |Inited Kingdam Building & Commercial R0%
- 43 3 lUnited Kingdom Tranzpart AT E
45 3 IIrited Kingdar Tranzport hex

RISK CONTINGENCY

For the potential risk ‘Structural defects’ :-

= The likelihood of the risk occurring is Medium, which is defined as a 40-50% chance of happening
= |f the risk hits there will be an impact cost of 130,000

We could cover ourselves for the full impact cost, but this could make our bid uncompetitive (too high). Based upon the
probability of the risk hitting, a sensible approach would be to cover ourselves for 45% of the risk cost, or 58,500. This makes
our bid far more competitive, and also provides some insurance if the risk occurs.

Using a similar logic the other risk contingencies are set.

KEY POINTS

Assuming we win the job, if the risk :-

= Does not occur then the extra risk becomes profit, or margin, made on the job

= Hits it will eat into job profits, although this will be offset by the risk contingency we’re building into the bid, and any
mitigating actions taken to reduce the risk costs
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¥ Setting the Bid for Job 74

Help
[ ESTIMATED COSTS]| KNOWHN RIVAL BIDDERS
Design cost [% of build cost: 10 & o . . .
Build cost 9.439.724 ||:_. ments Based in United Kingdom
Site cost: 1,899,945 Harizon Group
Total estimated costs: 12,349 640 The Bornmell Group
[ DESIGN CONSULTANT] BIDDING HISTORY
Desigh consultant allocated: Ardvark Architects : ! B s Sector R
| 2 United Kingdom Building # Commercial TRl
3 2 United Kingdom Energy LTI 4
L ONCOSTS] 4 | 2 [Urited Kingdar Building & Commercial | 5.7 %
Froject manager allowance: | 55000 [for salary) 9 ?  |United Kingdaom Industrial R7Z
. 13 2 United Kingdom Water & Sewage LTI 4
. . S | Risk
Risk register Likelihood occurs | mg::: Cantingel:?:y 20 2 |United Kingdaorn Transpart 7%
Structural defects | Medium (40 to 50 % chance) | 130,000 5500 27 | 3 |United Kingdom walskbEEge | 988
Personnel issues | High (70to80 % chance) | 43,000 36000 31| 3 |United Kingdom Elulelle & Contiaeel | B2
Changes in legal requirements | Low [20to 30 % chance) | 135,000 3750 Jz 3 Un!ted K!ngdom Building & Commercial | 583
43 3 lUnited Kingdom Tranzpart AT E
45 3 IIrited Kingdar Tranzport hex
47 3 United Kingdom E nergy hEE
s 4 lUnited Kingdom Building # Commercial AT E
128.250 a7 4 IIrited Kingdar Building & Commercial AE%
i G2 4 United Kingdom Building # Commercial hhEE
Uil szt leszet 59 | & | Ued Kimren Bl & Comzna] | 57 %
70 4 IIrited Kingdarn Tranzport hex
MARKUP]

Markup: IEI vI # Bailey Developments iz a constuction and regeneration group emploving over 9,000
penple, working on everything from small zcale fitouts and utilities projects to major
uiban regeneration schemes, and solely in the UE. Their strength comes from this
o ST LSS, S8 € T e e TR

MARKUP

The markup applied to a bid is one of the company’s most critical decisions, and is the margin, or profit, to be  :cfthe

, made by the job over and above the costs.
a bulging
Markup is entered as a %, and is added to the costs already set. s

To determine the markup to be applied, a number of factors need to be taken into account.

We will look a each one in turn.
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¥ Setting the Bid for Job 74

Help
[ ESTIMATED COSTS]| KNOWHN RIVAL BIDDERS
Design cost [% of build cost: 10 & R o . . .
Build cost 9.439.724 ||:_. rments Bazed in United Kingdom
Site cost: 1,899,945 Harizon Group
Total estimated costs: 12,349 640 The Bornmell Group
[ DESIGN CONSULTANT] BIDDING HISTORY
Desigh consultant allocated: Ardvark Architects B s Sector R
| 2 United Kingdom Building # Commercial TRl
3 2 United Kingdom Energy LTI 4
L ONCOSTS] 4 | 2 [Urited Kingdar Building & Commercial | 5.7 %
Froject manager allowance: | 55000 [for salary) 9 ?  |United Kingdaom Industrial R7Z
. 13 2 United Kingdom Water & Sewage LTI 4
. . S | Risk
Risk register Likelihood occurs mg::: Cantingel:?:y 20 2 |United Kingdaorn Transpart B7
Shuchural defects | Medium (401050 % chance] | 130,000 53500 . S S 0 oo i [ 6.5
Personnel issues | High (70 ta80 % chance) | 48,000 35000 A9 [Lniee Mg | Eulkly s Ut | 878
Changes in legal requirements | Low [20to 30 % chance) | 135,000 33750 32 3 Un!ted K!ngdom Building & Commercial | 5.8%
43 3 lUnited Kingdom Tranzpart AT E
45 3 IIrited Kingdar Tranzport hex
47 3 United Kingdom E nergy hEE
s 4 lUnited Kingdom Building # Commercial AT E
128.250 a7 4 IIrited Kingdar Building & Commercial AE%
i G2 4 United Kingdom Building # Commercial hhEE
Uil szt leszet 59 | & | Ued Kimren Bl & Comzna] | 57 %
70 4 IIrited Kingdarn Tranzport hex
MARKUP]
Markup: |E| vI A Bailey Developments iz a constuction and regeneration group emploving over 9,000

people, waorking on everything from small zcale fitouts and utilities projects to major
uiban regeneration schemes, and solely in the UE. Their strength comes from this

balance of activity and their ability ta provide integrated salutions comprising a range of

MARKUP (COVERING OTHER COMPANY COSTS)

The profit made across all jobs should at least cover the company related costs not covered in the individual jobs, such as :-
= Company overheads

» Paying dividend to shareholders

If the profit over all jobs progressed does not cover these additional company costs, then the company could suffer serious
cash flow problems.
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'§ Setting the Bid for Job 74

Help
[ ESTIMATED COSTS]| KNOWM RIvAL BIDDERS
Design cost [% of build cost: 10 & o . . .
Evild cost 5439724 ||:-_. ments Based in United Kingdom
Site cost: 1,233,345 Horizon Group
Total estimated costs: 12,349 640 The Bornmell Group
[ DESIGN CONSULTANT] RIDL “TORY
Design conzultant allocated: Ardwark Architects COEECE Job atry | sector Markup
| “gdam |Builu:|ing # Commercial TRl
3 " |Erergy 7%
I ONCOSTS] 4 |Building & Commercial | 5.7 %
Project manager allowance: I sE0o0 (for salan] q | 1hdustrial RT %
. 10 ‘ster & Sewage LT
. . S Impact Risk ; =
Risk register Likelihood occurs | et 2 ~art BT f
Siruchral defects | Medium (40 t0 50 % chance) | 130,000 B350 ] Twage | 55%
[ T T S B TR veres A EnE 4 ~ercial 7T

MARKUP (RIVAL BIDDERS)
When determining the mark-up, the level that may be set by rival bidders needs to be considered very carefully.

Assuming a similar cost base, including a ‘sensible’ level of oncost, setting too high a markup could make the bid uncompetitive,
and not give the company a chance of winning the job.

The nature of the rival bidders depends upon the timeframe :-

» In the early years, the competition comes from fictional rival companies, Each one has their own unique profile and bidding
history, and a careful assessment of them is required to determine the appropriate level of margin.

* |n the later years the competition comes from the other ‘human’ teams in the competition, with less certainty about
possible bidding strategies, and hence setting the markup becomes far harder.

KEY POINTS
Only the KNOWN rival bidders are shown. Other UNKNOWN rival bidders may bid for the job, and this may affect the decision

about the level of markup to apply.




Setting A Bid

'§ Setting the Bid for Job 74

Help
[ ESTIMATED COSTS|
Design cost [ of build costl 10 % -
Build cost 9,499,724 Bailey Developments
. CHS-Mevalin
Site cosh: 1,899,945 M ariEem EiauE
Total estimated costs: 12,349 640 T he Bommell Group B azed in Holland
: ; BIDDING HISTORY
| DESIGN COMSULTANT| Eltd experience required )
. : = Job | Period | Country Sector Markup | = |
[Dezign conzultant allocated: Ardvark Architects ﬁl B 3 Mesico TRl B Barieiae] 47
7 2 United Kingdom Building & Commercial 43%
16 2 |Australia Building & Commercial 48% _I
I : ONCOSTS| el 2 |MewZealand Building & Commercial | 4.3%
Froject manager allowance: | gE000 [for salary) 23 2 |United States Building & Commercial | 5.0
" 30 3 [Jatar Building & Carmrmercial 48%
. . T | Risk
Risk register | Likelihood occurs '"{':::: P 31 | 3 |United Kingdom Building & Commercial | 4.6 %
Structural defects | Medium [40to 50 % chance) | 130,000 58500 ¥ 3 Unied States B“!'g!ﬁg & Lo Sk
Persornel issues | High (70to 80 % chance] | 42,000 36000 37 |3 [United Kingdom Bl .| 0%
Changes in legal requirements | Low (200030 % chance) | 135,000 33780 45 3 Earﬁada :al 48%
13 4 United &4+ cial 4B%
a0 4 . arcial 49%
A7 mercial 49%

MARKUPS FROM KNOWN RIVAL BIDDERS
The level of markup set by rival bidders is not influenced by the job sector or size, and the previous markups of the known rival
bidders can be analysed to determine who is likely to submit the lowest, and most competitive one, for job 74

The lowest markup previously set was by the The Bommell Group at 4.6%. Bearing in mind that rival bidders can adjust their
strategies and bid lower than their perceived lowest margin to date, we will set a markup of 4.3% to hopefully be the most
competitive on price.

If we were concerned about potential unknown rival bidders undercutting us, we may reduce the margin each further.
KEY POINTS

»Some companies may have just joined the market, and not have a bidding history. In this situation their profile is the only

guide to their likely markup settings.

= Rival bidders will adjust their markups as time passes depending upon the prevailing economic climate.




Setting A Bid

'§ Setting the Bid for Job 74
Help
[ ESTIMATED COSTS]| KNOWHN RIVAL BIDDERS
Design cost [% of build cost: 10 & o . . .
Build cost 9.439.724 ||:-_. rments Bazed in United Kingdom
Site cost: 1,899,945 Harizon Group
Total estimated costs: 12,349 640 The Bornmell Group
. | DES!EN EDNSULTANT| BIDDING HISTORY
Desigh consultant allocated: Ardvark Architects B s Sector R
| 2 United Kingdom Building # Commercial TRl
3 2 United Kingdom Energy LTI 4
L ONCOSTS] 4 | 2 [Urited Kingdar Building & Commercial | 5.7 %
Froject manager allowance: | 55000 [for salary) 9 ?  |United Kingdaom Industrial R7Z
- 13 2 United Kingdom Water & Sewage LTI 4
. . A | ot Risk

Risk register Likelihood occurs m{;loast COI‘I'liI‘IQEII‘IiY 20 2 |United Kingdaorn Transpart B7

Shuchural defects | Medium (401050 % chance] | 130,000 53500 . S S 0 oo i [ 6.5

Personnel issues | High (70 ta80 % chance) | 48,000 35000 A9 [Lniee Mg | Eulkly s Ut | 878

Changes in legal requirements | Low [20to 30 % chance) | 135,000 33750 32 3 Un!ted K!ngdom Building & Commercial | 5.8%

43 3 lUnited Kingdom Tranzpart AT E
45 3 IIrited Kingdar Tranzport hex
47 3 United Kingdom E nergy hEE
s 4 lUnited Kingdom Building # Commercial AT E
128.250 a7 4 IIrited Kingdar Building & Commercial AE%
i G2 4 United Kingdom Building # Commercial hhEE
Uil szt leszet 59 | & | Ued Kimren Bl & Comzna] | 57 %
70 4 IIrited Kingdarn Tranzport hex
MARKUP]
arkup: 47 = % ailey Developments is a constiuction and regeneration group emplaging over 9,
Mark % Bailey Devel i i d i [a] 9,000
people, waorking on everything from small zcale fitouts and utilities projects to major
uiban regeneration schemes, and solely in the UE. Their strength comes from this
BID SUBMITTED] balance of activity and their ability to provide integrated salutions camprising & range of
Bid submitted: 13,072,850 FEIVICES.
The company's objective iz to develop market leadership in all of the sectors of the
) ] indusztry, and to provide long-term success Far itz shareholders.

USEFUL INFORMATION The bid has now been set for job 74 _ . :
The job iz in the Evilding & Commercial 28w The comparny recently won some major road widening contracts, and has a bulging
Tis el s e by Uilied) Rl arder baak. Thiz has guaranteed the lang-term future of ks emplaovess, and taken the

. L . prezsure off the procurement departrent far the farseeable future.
The planned duration of the job iz 4 perods
The annual zalary for project managers ranges from 27,000 to 64,000




