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1. Give short answers for the following questions: (24) 
I. How-do you define a contract?
A contract is a legally binding or valid agreement between two parties. Contracts are usually written but may be spoken or implied. A contract, states what you and the other person or organisation have agreed to do which lists the promises/terms that have been made. requirements of a contract include: An Agreement which requires offer and acceptance. Considerations, what monetary value will be paid for works described Capacity to contract, someone who forms the contract must not be minor, or under the influence of substances etc Genuineness of assent which is the intention of both parties when contract was entered into i.e that both parties willing agree/accept the contract agreement
Purpose, the contract must be for legal use in order to be a valid contract Form which involves the contract being in the proper format required i.e in writing

II. What are the essential elements of a contract?
An agreement must contain four essential elements to be regarded as a contract. If any one of them is missing, the agreement will not be legally binding. These elements consist of:

 the offer- there must be a definite, clearly stated offer to do something

 acceptance - means that the offer must be accepted exactly as offered without conditions

Legal consequences - the parties entering into the contract must intend to create legal relations and must understand that the agreement can be enforced by law

Consideration - is what each party gives to the other as the agreed price for the other's promises.

III. What are lump sum contracts? Where is a lump sum unsuitable? What are the advantages and disadvantages of a lump sum contract?
Fixed Price or lump sum contracts are contracts that involve a fixed total price for a well defined product/service. The contract usually details the quality of the goods or services, the timing needed to support the project, and the price for delivering goods or services including any supervision extra man hours required. Fixed price contracts would be the most common contract used for project management as a value amount is already known. Knowing these values assists with future budgeting and procurement.

Lump sum contracts are unsuitable for:

Difficult foundations in which the extent of excavation cannot be ascertained,
Excavations of In deterministic quantities and nature of soil,
Structures that involve additions 'and alterations and those requiring maintenance during the course of execution of the work,
Projects that are subject to hazards such as extremely cold weather, flods 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 caling for quotations,

With a lump-sum contract, you know what you're getting and how much it's going to cost. Your price stays the same even if the builder underestimates things. It simplifies financing, as you know exactly what amount you need from your lender, however if you don't specify the materials the builder has to use, he's free to use cheaper or less durable products.

IV. What is a cost plus percentage of cost contract?
cost reimbursable contracts are contracts where all the costs incurred by the seller on the project are reimbursed. Cost Plus fee/ Cost plus percentage of cost, where the seller is reimbursed for allowable costs plus a fee calculated on percentage of costs




V. How will you select the type of contract for a construction work? 
You would apply the competitive bidding process to select the type of contract for construction work. 
Competitive bidding is a transparent' procurement method in which bids from competing contractors, suppliers, or vendors are invited by openly advertising the scope, specifications, and terms and conditions of the proposed contract as well as the criteria by which the bids will be evaluated.

VI. What are insurance contracts?
Insurance  contracts are a requirement of the contractor to cover such things as worker's compensation insurance, employer's liability insurance, and comprehensive general liability insurance.   An insurance policy is a contract under which the insurer promises, for a consideration, to assume financial responsibility for a specified los or liability.

2. "A particular type of contract is normally suitable for a particular situation." comment and describe with suitable examples.
The purpose of a contract is to establish the agreement that the parties have made and to fix their rights and duties in accordance with that agreement. Usually, the type of the contract used for the business engagement varies depending on the type of the work to be completed. However successful completion of works in relation to both programme and budget can be determined by what contract type was selected. For example a fixed price contract is the simplest type of all contracts as the service provider agrees to provide a defined service for a specific period of time and the client agrees to pay a fixed amount of money for the service. However it would not be suitable for works that have an incomplete scope due to the exposed risk of the undefined work. Negotiated contracts  which are awarded to selected contractors after studying their qualifications, previous experience and facilities with them would be suitable for a contractor with a large scope of works rather than a small contractor required to complete once off type of works. 
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