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TIS AGMP CONTRACT?

ally accepted
and common definition of a GMP
contract

‘Various expressions have been
used to describe GMP contracts

. Examples - “price cap”, “no
upward price adjustment”,
“price cannot be exceeded”,
“fixed price guaranteed”
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TIS AGMP CONTRACT?
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expressions in describing GMP
=
‘contracts?

= , v Descriptions accurate only if
it 1s a pure GMP arrangement

v However, this 1s not always
the case in reality
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IS A GMP CONTRACT?

pres

nreality, a GMP contract is best
described as a lump sum
* contract with a very tightly

& controlled variation procedure
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TIS AGMP CONTRACT?

laximum amount of money that
the employer is contractually
'bliged to pay, with an upward

== adJustment in price permissible

‘__‘-\.

}:‘"f —  only in very limited
= circumstances

 Any saving in cost i1s to be kept
by the employer or shared with
the contractor
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I

Contractor
bears and
pays the cost
overrun

Employer
Kkeeps the
cost saving

or shares it
with
contractor
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SUAL ELEMENTS

-~

‘A GMP

j'g'eneral terms, a GMP
_' ntract arrangement tends to
~ be one that seeks to involve
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= :—m- the following concepts or
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= elements:
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SUAL ELEMENTS
‘A GMP

-~

“The GMP (of course), with the
- risk of the final cost exceeding
= the price cap falling on the

T

-

= contractor
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- - = An agreed scope of works,
against which changes to the

GMP will be judged

d—
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SUAL ELEMENTS
A GMP

-f | mechanism by which the
- GMP may be adjusted
_(upwards), if the scope of

= works is varied in a way that
~ adds cost or complexity
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SUAL ELEMENTS
F A GMP

-
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‘A mechanism by which the

e

* contractor may suggest cost
& saving changes to the scope, with

the savings to be kept by the
owner or shared in some way
between the employer and
contractor




AN O EW OF GUARANTEED MAXIMUM PRICE CONTRACTS (SCAL. 23 Oct 200%)
presented EO©, Advocate & Solicitor

DOES A GMP.. ..~
TRACT WORK?

There is no standard process in

wh1ch GMP contracts are

procured can work in a
variety of procurement routes

 The more common way
involves a two-stage process
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DOES AGMP. ..
TRACT WORK?

1rst stage - contractor is pre-
elected and engaged to
| confer with the architect in the

___.'_

early stages of design

—
i
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e Second stage - the guaranteed
maximum price 1s confirmed
and fixed
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DOES AGMP. ..

-~

SONTRACT WORK?

‘There can also be a variant of
* GMP arrangements — can
= work either on its own or in

combination with different
methods of procurement
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DOESAGMP. .

pres

' Possible combinations
~ include:

= Cost-plus GMP
v Iiump sum GMP
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)RM OF GMP CONTRACTS

here is no standard form of
'GMP contracts

s In fact, GMP is a method of

-

- — .-

_f ;project delivery, rather than a
-~ form of contract
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M OF GMP CONTRACTS

. In practice, GMP contracts are
usually adapted from existing
s standard forms of contract

-~
——

B+ Whatever standard form of
contract is used, the parties must
fully understand the risks they
are assuming
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M OF GMP CONTRACTS

les should not nder a false
sense of security that a standard
: orm of contract is being used

Extreme care and time must be
= taken to review the amendments
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= and analyse the risk to be
| undertaken

* For illustration of the problems that
can arise, see Skanska Construction
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M OF GMP CONTRACTS

1ld particularly
be paid to the following
‘matters:

" /The price cap
v'The agreed scope of works
v'The agreed variations

v'The cost saving scheme

e Precedent GMP contracts
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DS AND CONS OF GMP
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‘Risk of possible cost overrun

oee Mowlem v Newton Street

= &/ Cf. Norman Peterson v Container

-« Tapping on the contractor’s
experience and expertise

e Price certainty

* Risk of high price
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CLUSION

- - - - N E 1 Of
limited upward price adjustment

T

' To minimize risks, contractor

& should take their time to gather

= as much information as possible
before actually agreeing to the
GMP - this should include firm
prices from the subcontractors
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CLUSION

ractor ir nave a very
‘good estimation of the actual costs

T

t The less certain the contractor is

& about the prices, the greater the

——
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=~ allowance to be made in the GMP

e Thu, GMP will not be suitable
where events are unforeseeable
and price 1s uncertain

—_
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