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Assessment 13
1. Give short Answer for the following questions:

i. How do you define a Contract?
A contract is an agreement between two or more people that is legally binding. It can be verbal or written. A contract is a specific type of agreement that, by its terms and elements, is legally binding and enforceable in a court of law.
As per the Legal Aspect of a Contract textbook, A  contract is defined as an agreement  enforceable by law which Only  the  parties  to  the  agreement  are bound by the terms of the contract, anyone who is not a party can neither benefit nor suffer from it. However, if the contract is made keeping in view the benefit or suffering to a third party, like third party risk, then such benefit is enforceable at law.
ii. What are the essential elements of a contract?
Agreement: an understanding or arrangement reached between two or more parties. Generally  speaking,  signatures  of  both  parties  on  the document  indicates  an agreement.  However,  under  certain  circumstances, the  contract may be nullified if there  is no sufficient evidence to show that there was real agreement.
Lawful Subject Matters: Legal subject matter refers to mutual assurance between the parties that the job and its performance would not be a violation of the law.  For example,  most states prohibit holding various types of assemblies, such as cock fighting. If a school board were to enter into a contract to lease school property for the purpose of conducting a cock-fighting event, such a contract would not pass the legal subject matter standard of a valid contract and would be declared null and void.

Valid Consideration: Consideration is basically the exchange of something of value in return for the promise or service of the other party.
In order for any contract to be enforceable, courts generally require three things: mutual assent (agreement to the contract terms), a valid offer and acceptance. The function of the law is to assure that the consideration on which the contract was based and not to judge its fairness or adequacy.
Provisions of the Law with Regard to Form: This is the legal requirements, as stipulated in the contract form, must be followed in order for a contract to be valid.  There are certain types of agreements which must be in writing and "signed by the party to be  charged"  before  they  can  be  enforced  at  law
iii. What are lump sum contracts? Where is a lump sum unsuitable? What are the  advantages and disadvantages of a lump sum contract??
A lump sum contract is the traditional means of procuring construction, and still the most common form of construction contract. Under a lump sum contract, a single 'lump sum' price for all of the works is agreed before the works begin. As per the text,  lump sum contract is one in which the contractor agrees to do some work for a fixed lump sum amount, The payment may be made in form of partial or running payments on the actual progress of work.
Unsuitability of lump sum may occur on but not limited to the followings: Projects that are subject to hazards such as extremely cold weather, floods and other situations beyond the control of the contractor; Emergency works which may have be to carried out without sufficient time for preparing detailed plans before calling for quotations, etc.

Advantages of Lump sum contract: Low risk to owner; Fixed' construction cost; Minimize change orders; Owner supervision is reduced when compared to Time and Material Contract; Contractor will try to complete the project faster; Accepted widely as a contracting method; Bidding analysis and selection process is relatively easily; Contractor will maximize its production and performance

Disadvantages of lump sum contract: It presents higher risk to contractor; Changes are difficult to quantify; The Owner might reject change order requests; The project needs to be designed completely before the commencement of activities; The construction progress could take longer than other contracting alternatives; Contractor will select its own means and methods; Higher contract prices that could cover unforeseen conditions
iv. What is a cost plus percentage of cost contract?
In construction, it is a method of payment to a contractor in which an additional amount of money, expressed as a percentage, is paid by the client that is designated to cover the contractor's overhead costs. When paid as a predetermined profit, the client will usually require a strict accounting of expenses.
v. How will you select the type of contract for a construction  work?
The selection of contract usually depends on the engineer being able to furnish recommendations on which the owner may  base his decision.  In making the decision the  fundamental  differences between competitive bid and negotiated contracts should be clearly understood and kept constantly in mind. In this case emphasis is  on the  control of expenditures,  which are reimbursable  to  the contractor,  as  well  as  on  inspection and supervision of his workmanship.
vi. What are insurance  contracts?
It is standard practice that construction contracts require the contractor to provide certain insurance  coverages.  Construction contract  make the contractor  responsible  for obtaining coverages  such  as  worker's  compensation  insurance,  employer's  liability insurance,  and comprehensive  general  liability  insurance.

2. 
How A particular type of contract is normally suitable for a particular situation."  comment and describe with suitable examples?

As defined earlier ,A contract is an agreement between two or more people that is legally binding. It can be verbal or written. A contract is a specific type of agreement that, by its terms and elements, is legally binding and enforceable in a court of law and it has essential elements which includes agreement, lawful subject matters, valid consideration and provision of the law regarding form. In essence, before any
arrangement will reached between two or more parties, mutual consent, signatures  of  both  parties  will be required.

Depending on the situation and needs, contract suitable for the particular purpose which necessitate venturing into it will need to be selected. The followings may need to be considered before selecting suitable contract for a situation:
The scope of work needed; The party assuming the risk of unexpected cost increases; The importance of meeting the scheduled milestone dates; The need for predictable project costs 

There are several types of contracting approaches and each supports different project environments and project approaches..
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