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Assignment 3

1. 

i. Estimating gives the client/contractor a rough cost of what the work/product/service will cost before it actually is purchase or carried out. It gives an approximation of cost, to enable the contractor to bid for the work/contract within a tender to enable them to compete for a contract. It enables the client to establish the funding/budget for the project upfront of it being carried out to ensure there is enough funding available and if not look for elements that can be taken out or reduced. 

The cost estimate can consist of many elements to make the total end cost figure from: 



Direct costs - product cost, labour, delivery charge, manpower, mileage, materials, consultants, travel, project management, project coordination, quality control, waste management, project planning etc



Indirect costs – overheads, profit, sales, rent, administration, insurance, taxes, payment and performance bonds, escalation, contingency etc

ii. Bill of quantities is a document that shows the project specific measured quantities of the items of work identified by drawings and specifications in the tender documentation. To produce a bill of quantity (BOQ) the client sends out the document to all tenders so they can calculate the costs for the project by using the quantities stated  in the document rather than taking information off the specification or/and drawings. When the client receives the tenderers BOQ back they can compare the price on the individual items between all the tenders, giving a detailed assessment which may be good value or poor value.

BOQ when priced also gives the parties other advantages:

· Basis for preparation of the final accounts

· Basis of the funding need for the project

· Basis to be used for interim payments

· Schedule of rates

· Assist when variations occur in the project by having the prices already quoted.

iii. Approximate estimates are used when the actual cost of the project has not yet been determined so a rough cost is required to aid decision makers decide if they should progress further with the project/option or not. Approximate estimates give:

· Administrative approval – helps gain approval from senior authorities to get the go ahead for the project and allocation of the expenditure required from the investigations, plans and estimates acquired so far without getting full costings from contractors.

· Rough idea of the project costs – predication of the probable cost of the project which needs to be obtained and its feasible.

· Valuation and rent fixation – estimate the cost of the existing structure if being purchased or sold to work out the rent, tax, insurance etc

In construction projects building projects approximate estimates are worked out through various methods e.g. service units, square meter of flooring area, cubic meter of the building, detailed quantities, comparison of costs 

e.g. square metre of flooring area is worked out for the proposed structure, which is multiplied by a rate. The rate of construction per square metre of floor area is worked out by dividing the cost of construction by a similar project/building area.

iv. Project Budget is where costs are allocated to a project to establish a cost baseline which measures the project performance to complete the project tasks. There is always uncertainty to the budget as there is always an area of unknown until the project is completed. 

A project budget is developed by working out the variable costs/fixed costs, programme of works (tasks, resources, duration). Ensuring the design can be built, process is feasible (skills, program management, quality, technical, accuracy). It is controlled by maintaining the cost baseline, managing the variations, communicating changes/variations etc.

v. Administrative approval and Technical Sanction are part of the Project Approval element of the estimating process. Administrative approval gives the project the first approval once the estimating costs have been received by the client department. Technical sanction is gained after administrative approval has been given, where further detailed analysis is got and produced e.g. drawings, specification, design. These are all produced and once agreed and approved will then indicate the project can go onto the construction stage of the project.

2. .

a. Material rate – Estimates are made from taking the specified quantity within the specification for the material and working out the total costs by gathering costs from the supplier for the materials it-self, delivery charges, loading/unloading, handling, storage, wastage etc.

e.g. 20 sheets of plaster board would be

	20 x plaster board sheets @ £5.00

	1 x delivery charge @ £2.50

	1 x handling charge @ £3.00

	1 x storage charge @ £7.00

	Total cost for the material would be £17.50



b. Labour rate – Is estimated by calculating the number of hours of labour of a specific trade takes to do the job taking in to account a number of elements e.g. wage, skill. But also annual leave, weather, overtime, travel, sickness, insurance etc which is normally included in the wage cost. e.g. 

an semi-skilled carpenter wage is £20.00 per hour

an skilled carpenter wage is £25.00 per hour

So a job that is estimated to take a skilled carpenter 1 day (8 hours) to do would cost £25 x 8 hours = £200.00

The same job with a semi-skilled carpenter to do would cost £20 x 12 hours = £240.00 so may seem cheaper initially but due to lack of skill it will take longer to complete so over all will be more expensive and possibly not with the quality of the skilled carpenter

c. Equipment rate – Estimates depend on the project condition to work out the size or the capacity of the equipment to perform the job. An equipment rate is based on:

[bookmark: _GoBack]Cost of capital investment, Depreciation, Cost of fuel, Repairs, Maintenance, Salaries, and Insurance etc.

To calculate the total project cost you take all of the estimated costs and add them together and any other additional costs that have not been included yet e.g. administration and total them together to get the total project cost.



3. The Estimating procedure covers a number of elements to get to the final overall estimate as seen below:

· Items and Units – From drawing and specifications a list of items is produced to form the basis of a Bill of Quantity (BOQ). In producing the list the same form of measurement needs to be used within the estimating for the tender and payment e.g. length, width, height of the item or area of the item or volume of the item or quantity of the item. There may also be items which aren’t measurable and should be added within the BOQ as a lump sum.

· Taking off the Dimensions – From the items listed in the ‘Items and Units’ the dimensions are taken off the drawings and the quantities are worked out excluding the area that are not requiring work to be carried out. This list is then pulled together with their quantities and units. These are then priced by using either materials rate, labour rate, equipment rate or more than one of these rates.

· Materials Rate – Covers the cost of the product and its associated elements that relate to it e.g. travel, delivery, loading/unloading, handling etc (as detailed in 2a)

· Labour Rate – Covers the cost of the workmanship to do the job by working out what trade is required and how long for depending on their skill and totally it up to get the full labour rate. (as detailed in 2b)

· Equipment Rate – Cover the cost of the equipment hours for an item based on the quantity and output of the equipment. (as detailed in 2c)

· Project Approval – Once all the estimated costs are calculated and put into a document and put with a project report it goes for approval before go ahead is given. Approval needs to be got by two different methods:

i. Administrative approvals - Gained by the clients department and gives approval to the project once the feasibility studies, cost estimates, drawings, specification has been all reviewed and is satisfactory for funding to be found and covers their needs.

ii. Technical Sanction – Following administrative approval more detailed drawings, estimates are carried out and approved prior to it going to construction.
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