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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. 
	1.
   i. A contract is a voluntary arrangement between two or more parties that is enforceable by law as a binding legal agreement. Contract is a branch of the law of obligations in jurisdictions of the civil law tradition. Contract law concerns the rights and duties that arise from agreements.

ii. the essential elements of a contract are :
1. Agreement.
2. Lawful Subject Matter.
3. Valid Consideration.
4. Competent Parties.

iii. Lump sum contracts is type of construction contract that requires the general contractor to complete a building project for a fixed cost that is usually established beforehand by competitive bidding.
Lump sum contract is unsuitable for the following:
a) When dealing with difficult foundation works.
b) Works which are difficult to estimate due to the difficult conditions of the soil structure of the site. E.g. excavation involving rocks.
c) When alterations or additions have to be included in the work.
d) When extreme weather conditions exist at the site.
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.
The disadvantages are :
a) Lump sum contracts pose greater risk to contractor.
b)  Quantifying changes is a big challenge. Such contracts demand documentation and record keeping of change orders at all stages that further requires more paperwork.
c) The building and construction design and plans have to be completed well before beginning the execution of activities.

iv. cost-plus-percentage contract is agreement on a construction project in which the contractor is provided a specified percentage profit over and above the actual costs of construction. These contracts are considered poor business practice because the contractor has little incentive to hold down costs. 

v. The choice between a negotiated and competitive bid contracts should be based the one which gives a comparative advantage. Competitive bid contracts are suitable when the owner has time at hand and detail plans are available to plan cost and the scope of work. Here, the owner has more control on how the project is executed by undertaking regular quality control inspections. Lump sum or unit price contracts may be chosen depending on the type of construction. Negotiated contracts are suitable for projects requiring fast completion when only partial design and specification details are available to start the project. The cost-plus-fixed-fee contract may suffice on such occasions. The various types of contracts should be analyzed 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 form of lump sum or unit price contracts provide complete plans and specifications are available but the best choice is a competitive bid contract.

vi. Insurance contract is an arrangement in which one party, the insurer, accepts significant insurance risk from another party, the policyholder, to compensate the policyholder if a specific uncertain future event impacts the policyholder. A policyholder enters into an insurance contract in order to mitigate its risk of loss. Examples of insurance contracts are :
-Insurance against property theft.
-Insurance against professional liability.
-Life insurance.
-Disability insurance.
-Fidelity bonds.
-Product warranties.

2.  Some common types of contracts are used in the engineering and construction industry:

a) Lump Sum Contract.
b) Unit Price Contract.
c) Cost Plus Contract.
d) Incentive Contracts.
e) Percentage of Construction Fee Contracts.
I will comment on Lump Sum Contract :
With this kind of contract the engineer and/or contractor agrees to do the described and specified project for a fixed price. Also named "Fixed Fee Contract". Often used in engineering contracts. A Fixed Fee or Lump Sum Contract is suitable if the scope and schedule of the project are sufficiently defined to allow the consulting engineer to estimate project costs.
While The unit price contract is suitable for projects in which it is not possible to quantify the amount of work to be done or when constructing large quantities of few type of construction.
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