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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. 
	Please insert your completed assignment ( in word format)  here:
Legal Aspects of Contracts
1. Answer the Following questions: (24)
i. How-do you define a contract?
ii. What are the essential elements of a contract?
iii. What are lump sum contracts? Where is a lump sum unsuitable? What are the
advantages and disadvantages of a lump sum contract?
iv. What is a cost plus percentage of cost contract?
v. How will you select the type of contract for a construction work?
vi. What are insurance contracts?
2. "A particular type of contract is normally suitable for a particular situation." comment and
describe with suitable examples. (6)
1 . i . Any agreement backed by law is known as a contract . Only people who signed the contract are bound by its 
terms and conditions , as well as the benefits and losses resulting from the agreement . The contract may or
may not make provision for third parties . Third parties should not benefit or suffer from the contract unless they 
are included . 
ii . Essential Elements of a Contract : 
- Agreement . 
- Lawful Subject Matter . 
- Valid Consideration
- Competent Parties
iii . Lump sun Contracts : 
This contract involves the provision of a fixed amount for the whole duration of the construction project . 
It can be paid in instalment or tied to completion of each phase of the project . this contract assumes advance 
knowledge of the scope of work and all associated risks . It also assumes all bill of quantities submitted are 
identical . This type of contract is deal for standardize construction projects where the quantities of resources
required as well as the detailed specifications and all associated cost are specified in the tenders . The main 
advantage of this type of contract is that no extra personnel would be required for inspecting work and for 
determining the monthly rate of material consumption . Lump sun contract is suitable for the following : 
- When dealing with difficult foundation work . 
- Works which are difficult to estimate due to the difficult condition of the soil structure of the site . E.g. excavation
involving rocks . 
- When alteration or addition have to be included in the work . 
- When extreme weather conditions exist at the site . iv . A compensation method for a construction project , in which the contractor is paid a specified percentage over
and above construction costs . This percentage may be pure profit to the contractor , or it may be the contractor's
gross compensation from which must be paid general overhead expenses such as clerical help , phone lines , 
and general business insurance . It is important to determine the difference , because if the contractor expects the 
percentage to be pure profit , then normal business operating expenses will have to be accounted for somewhere 
in the construction contract as expenses . 
v . The various type of contracts should be analysed carefully depending on the nature of the project and the 
reputation of the contractor to determine the best option . Negotiated contracts could also take the of lump sun 
or unit price contracts provided complete plans and specifications are available but the best choice is a competitive
bid contract . 
vi . The insurance contract forms part of the main contract between the owner and the contractor . It covers all aspects 
of the construction project including employer's liability , damages to properties , workers compensation and 
general liabilities . The type of contract will determine whether the owner or the contractor assumes responsibility
for the property insurance component . 
2 . Individuals , partnership ,or corporations may sign contracts with the contracting party . Whichever entity may 
qualify to sign a contract must ensure that "the names or legal titles" of the signatories and their business address
are included in the contract . Also , stamp seals or embossments may be incorporated into the contract . The contract
must also highlight the scope of service , the expected date of completion , the level of performance expected and
other pertinent aspects of the project which are of the highest priority . Signatures must be appended to these
[bookmark: _GoBack]milestone or highlights by authorized persons representing all parties signing the contract .
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