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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:

1. A contract in a binding agreement by 2 or more people. In signing the contract, they are agreeing to the law of contract.  Unless written into the contract no other person will be affected by the terms and policies of the contract.
2. Essential elements of a contract are- an agreement that should be read and understood by all parties before signing.  Everything in the contract must be legal and not contravene the law.  The details in the contract must be realistic, valuable and valid to be legal. Contracts can only be signed by competent people.
3. Lump sum contracts are the agreed costs of a contract before works start, with no additions.  This is traditionally known as procuring construction. 
3.1 Advantages – Low risk to the owner, cost known at the outset, it`s easier for contractor                               selection.
3.2 Disadvantages – Changes are costly and difficult to do, use of cheaper materials and equipment to save on costs.  Competent trades may refuse to tender all decisions are at the contractor risk.
3.3 Lump sums are unsuitable where time is important and where all the information is not defined at the beginning of the contact.
4. Cost plus percentage of cost contract is a method of payment given by the client to the contractor to cover some of the overheads cost this is given as an additional percentage of the original price.  All expenses will be scrutinized. 
5. Selecting the correct contract for construction works – depending on the size and actual requirements of a contract will determine the type of contract to be agreed and put in place.  Negotiated and competitive bid are used to find the most advantages contract. Looking at the scope of work, time frame and specification. You would put this out to tender specifying the laws required in carrying out these works.
6. Insurance contracts are – is part of the main contract where a contractor is required to have insurance to cover damages, loss, claims, workers compensation.  Liability insurance ,  A specialist task requires insurance to be in place to cover all risks related to the works.

A “particular type of contract is normally suitable for a particular situation”

If we look at the “adjustable contract” If a contract is to be long term, say over a year then a fixed price with adjustments in the contract are used, due to changes in the economy.  Here the seller is protected by a clause in the contract from inflation.
                               Example – a percentage say 4% of the cost of the project, increases after a certain length of time, due to changes in the market and based on the consumer price index.

A “fixed price contract” is a contract where all costs are set up front, changes to resources and time frames makes no difference to the final costs. 

 A cost – plus contract will cover any costs incurred throughout the contract by the profit on the project end.

[bookmark: _GoBack]Here we see different approaches to contracts, due to different requirements of the project and what is agreed by all parties.  Different laws and legislation are put in the contract to protect client, customer and seller.

















Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	
	Date
	




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	













image1.png
ﬁ
o R




