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	Question 1:

1.1  Contract is defined as any agreement defined by law. Only people who sign a contract are bound by the terms and conditions, as well as benefits and losses resulting from the agreement. The law the governs contracts are usually based on local and state law or based on a contract drawn up by the parties signing the contract but they must be legal.

1.2  Essential elements of a contract they should be simple and clear so that all parties can understand the binding of the contract. The contract must be governing under some law as thus would render the contact void and would be subject to scrutiny by legal enforcements. There should be valid considerations which must be real and valuable to the contact. The law protects all considerations and does not judge whether the contract is fair or not but will take into consideration acts of god, impossible promises etc. also competent person should also be considered. The law defines competency as a person who is sane, not minor, or under the influence of alcohol at the time of signing the contract. 


1.3  Lump sum contract is a sum of money which is fixed given for the whole duration of the contract based on the bill of quantities submitted by the contractor before the works can begin. A lump sum is unsuitable when the building has not been completely design so there will be many variables in the contract both from a design and a contractual perspective and cost will change and the contractor or client could be subject to loss of money. Advantages of a lump sum contract that the client has handed over a sum of money with a clause that the contractor cannot come a claim for more money even for extra’s, also the contractor is guarantee that sum amount for his work. Disadvantages of a lump sum contact if the bill of quantities that the quantity surveyor for the contractor has not considered of all variables and extras in the contract thus the contractor would lose out after excepting the lump sum contact and would not be able to claim for this once the job has been completed
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1.4 A cost-plus percentage of a cost contract the contractor takes a percentage of the total cost of the project as his profit. This type of contract is not recommended because there is a danger if contractors inflating the cost of construction to make more profit. Advantage is that work may only start when the plans are fully drawn up thus giving the owner more time to ensure all the details are correct first.


1.5  The selection on the type of contract for a construction work depends on the owner and which is more suitable for the project. The contract also depends and more importantly on costs, how much money the owner can so to speak play with. Competitive contacts are where the owner has time on his hands and detail plans are available to plan therefore the owner has more control on how the project is executed. Negotiable contracts are more suitable when the project requires fast completion when the project also hasn’t been fully designed. The cost plus free contract may suffice on such occasions. The various types of contracts should be analyzed carefully depending on the nature of the contract and on the reputation of the contractor who the owner employs to build the project.



1.6  Insurance contracts forms a 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 the property, worker’s compensation, and general liabilities. The type of contract will determine whether the owner or contractor assumes responsibility for the property insurance component. The insurer by entering a contract with the policy accepts responsibility for any damage or loss during the contract. Normally in this type of project, the owner would have his insurance to protect the project against accidental damage accident etc. and the contractor’s insurance would also cover for these types of unlikely events.
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Question 2: 

“A particular type of contract is normally suitable for a particular situation.” Example given a company say we call X had employed a contractor to complete a section of building which had a 3-month lead time. The contractor priced the contract and given certain parts of the project to complete, into the project at a bi-weekly meeting the contactor due to the nature of the contract said his prelim where running low due the cost of the project, place, and the nature of the project. The QS who had been on the previous phase questioned the contractor and the owner X decided that he would take some on the sub-contractors himself as the costs where extremely high, he would manage the cost. When owner X started manage the ex-subcontractors he realized that the now sub-contractors that he acquired prices where mush lower than the main contractor had submitted for the works, the QS did allow for overheads etc. now the works had begun based only on a preliminary contact not a fixed contract, the owner then demanded that the contractor submit a price for every section of the works he was completing, mechanical works, electrical works CSA works after this, so they made the contract based on unit price rather than fixed. By doing this the owner could control the budget for the project and the contractor had more discipline when submitting a cost for the project. 




Ref: Study notes, experience from working in the construction Industry. WWW online research. Personal experience.
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