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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	I  Question:
· How do you define contract?
Answer
Contract is an agreement enforceable by law. Contract can also be defined as a form of agreement that can be entered into between two or more parties. Only parties to the agreement are bound by terms and reference of the contract, anyone who is not a party can neither benefit nor suffer from it. 

ii. Question 
· What are essentials elements of a contract?

Answer
a). Offer
There must be a definite, clearly stated offer to do something, for example: a quotation by sub-contractor to the main contractor and an offer to lease.
An offer does not include ball park estimates, requests for proposals, expressions of interest, or letters of intent.



b). Acceptance
Only what is offered can be accepted. This means that the offer must be accepted exactly as offered without conditions. If any new terms are suggested this is regarded as a counter offer which can be accepted or rejected.

c). Intention of legal consequences
A contract requires that the parties intend to enter into a legally binding agreement. That is, the parties entering into the contract must intend to create legal relations and must understand that the agreement can be enforced by law.

d). Consideration
In order for a contract to be binding it must be supported by valuable consideration. That is to say, one party promises to do something in return for a promise from the other party to provide a benefit of value

iii. Question
· What are lump sum contract? Where is a lump sum unsuitable?. What are the advantages and disadvantages of a lump sum contract?

Answer
A lump sum contract is a type of a contract which the contractor agrees to do some works for a fixed lump sum amount. Lump sum is unsuitable on a contract where a contractor cannot quantify works that is required to be done and where is not afforded an opportunity to look at the work before agreeing on the value of the works.
Advantages of lump sum contract
· It reduces re measuring and re quantifying time for the purpose of final account.
· Contract has an opportunity to increase his mark up as they will be requirement to provide a rate and or cost breakdown.
· Contractor normally get their payments in large sums based on stage payments not based on measured quantities

Disadvantages
· They may lead to loses on contractor’s side if he/she does not capture all hidden costs when pricing.
· Lump sum contract may lead to overcharging the client since there will not be any price breakdown on the contract.

IV. Question
· What is a cost plus percentage of cost contract?
Answer
This is a type of a contract whereby the contractor’s profit is a fixed percentage of the actual cost of work.

V. Question
· How will you select the type of contract for a construction work?
Answer
Selection of type contract for a construction is usually done by the Owner, Engineer, Project Manager and or Architect. A contractor is normally very limited when it comes to choosing what type of contract to use. You can chose what contract to use based on the following considerations i.e
· Location of site
· Type of work to be done
· Duration of the project
· Availability of resources i.e cash and human resources

VI. Question
· What are insurance contracts?
Answer
An insurance contract is a document representing the agreement between an insurance company and the insured. Central to any insurance contract is the insuring agreement, which specifies the risks that are covered, the limits of the policy, and the term of the policy.

2. Question
-    “A particular type of contract is normally suitable for a particular situation” comment and describe with suitable examples.

Answer
I agree a particular type of a contract is normally suitable for particular situation, I say so because:
· A contract is drawn only after considering factors associated with the area, workload, and availability of resources and or project requirements. For a contract that is complex  example a project without Geotechnical reports cannot be used a lump sum type since there will be no details about what type of foundation is suitable and to what depth excavations can be done.
· For a simple contract for construction of an ordinary house similar to already built in same area a lump sum contract can be used since the previous project history can be used.
· A unit price contract is the simplest of all it can either be used for well specified and defined works that cannot be quantified either due to time constraints or other limitations like accessibility to works at the time of pricing e.g where brickwork and or plastering needs to be done but area is closed for reasons.
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