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only in very limited 
circumstances

• Any saving in cost is to be kept 
by the employer or shared with 
the contractor

• The lump sum price is the 
maximum amount of money that 
the employer is contractually 
obliged to pay, with an upward 
adjustment in price permissible 
only in very limited 
circumstances

• Any saving in cost is to be kept 
by the employer or shared with 
the contractor

WHAT IS A GMP CONTRACT?WHAT IS A GMP CONTRACT?



AN OVERVIEW OF GUARANTEED MAXIMUM PRICE CONTRACTS (SCAL, 23 Oct 2007)
presented by MONICA NEO, Advocate & Solicitor
AN OVERVIEW OF GUARANTEED MAXIMUM PRICE CONTRACTS (SCAL, 23 Oct 2007)
presented by MONICA NEO, Advocate & Solicitor

6

Contractor 
bears and 
pays the cost 
overrun

Employer 
keeps the 
cost saving 
or shares it 
with 
contractor
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• Parties should not be under a false 
sense of security that a standard 
form of contract is being used

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

• For illustration of the problems that 
can arise, see Skanska Construction
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CONCLUSIONCONCLUSION
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limited upward price adjustment
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as much information as possible 
before actually agreeing to the 
GMP - this should include firm 
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about the prices, the greater the 
allowance to be made in the GMP

• Thu, GMP will not be suitable 
where events are unforeseeable 
and price is uncertain
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