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1. Answer the following questions: 


i. How would you define a contract?



The definition of contract can be: a signed document which stipulate the terms and conditions of a construction project, between an owner and a selected contractor.
These terms and conditions, in event of any dispute, will be a benchmark resulting in losses or benefits for parties.


ii. What are the essential elements of a contract?

A contract according to the law have to be validated (acceptable)  by all parties. To be valid must include the following parts:
· The Agreement - the agreement of both parties on t and c, it must have a unitary, non-ambiguous form, and easy to understand without any other implications.
· The Contract - must be in accordance with the law, with no reference to illegal acts, fraud, and other acts of aggression against the law. This contract have to be signed by all parts included in contract. The persons who sign take the responsibility to follow the law and the terms and conditions.
· The Persons – who sign have to meet some medical requirements: to be mentally healthy, not to be under the influence of drugs or alcohol, to be conscious throughout the agreement, and not to accept to sign except in the presence of a representative of the law.




iii. What are lump sum contracts? Where is a lump sum unsuitable? What are the
advantages and disadvantages of a lump sum contract?

The Lump Sum Contracts is the most used type of contract (called sometimes “the traditional contract”). it is mean all works, design and expenses are covered by Lump Sum Contracts. To have Lump Sum Contracts in place the owner have to comply with some requirements:
· Appointment of a contract is commonly by competitive tender, but less usually, by  negotiation.
· Full documentation is necessary for tendering purposes, including that from specialist (can be even a sub-contractor) on adequate time is needed for this.
· The client( the owner) has control over design, quality and standards.
· Completion within the contract period is an obligation, the programme have to be respected.

This type of contract is not the best choice all the time ( is unsuitable) when the works on site need extension of time and money. The alterations or additions have to be part of work – example: extra cabling for telecom, new water pipes for welfare..
The weather conditions cannot be predicted always and can be very difficult to have a program in place – when the construction projects are close to the sea or ocean, or up in the north of the country where the snow, ice or heavy rain can affect the predicted time of work.

Advantages:
· Can reduce client risk as the price is fixed.
· Is widely accepted and understood as a method of contracting.
· The management required by client is reduced.
· Payments are made regular.
Disadvantages:
· The risk for the contractor is greater.
· Preparing the tender may be more expensive for contractor.
· The employer may pay high price for the alterations of contract or additional works not planed ahead.
· Disputes can arise if major modifications are made including design, scope or programme.




iv. What is a cost plus percentage of cost contract?

This is a type of payment to a contractor like an additional amount of money paid by the client for contractor’s extra costs. All of this payments have to be included in contract.





v. How would you select the type of contract for a piece of construction work?

There are two choices:
· If is a part of a main project – have to be on main contract and the latest tender must be reviewed.
· If is a part of a later stage of a project - the works need to be carefully estimated, the purpose of the works, the completion date, the expected performance level and how the other works or future works on the project progress will be affected.


vi. What are insurance contracts?

The construction project insurance is basically the “safety shield” of a client against or in case of any damages, accidents or any other risks. Also include the workers compensations and the general liabilities.


2. "A particular type of contract is normally suitable for a particular situation." Comment and describe with suitable examples.


In the construction industry when refer to different type of contracts , we refer to different type of projects, different level of works or the ease of finishing on time.
When we say: "A particular type of contract is normally suitable for a particular situation", we can find few categories of ideas regarding that. 
The location of the project:
· If is close to suppliers the materials will be cheaper and will be  delivered on time.
· If is located close to sea or high mountains, the risk of strong winds or heavy rain is higher resulting less productivity, delays of program, people unhappy to work on hard conditions.
· Skilled people cannot be find so easy on remote areas of country comparing with higher populated zones.
The time agreed in contract to complete the works:
· For example a three months plan of works during winter cannot be compared with the same period of time in summer .
The terms and conditions of a contract ( including clauses, time to complete a work, preparation for works and other details) must be agreed by all parties included, before the contract is signed, in order not to lead to other unpleasant situations for the client but also for the contractor. All these contractual arrangements need to be maintained in a legal framework all the time.
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