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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. 
	A: How would you define a contract? 
A contract is a legally binding agreement between two parties. This can be either in written form or as in some cases be a verbal agreement.

B: What are the essential elements of a contract? 
· An offer
· Acceptance
· An intention to create a binding agreement between two parties
· How payment will be made when the agreement has been met.
· Consent of everyone involved.
· Legality of agreement
· Valid consideration
· Competent parties
Any contract that is written without any of these will lack legal substance and may be put under scrutiny in a court of law if it ever went that far.

C: What are lump sum contracts? Where is a lump sum unsuitable? What are the advantages and disadvantages of a lump sum contract? 
A lump sum contract is the traditional way of procuring a construction contract. It basically means that an agreed lump sum will be agreed for all work to be carried out. Payment dates will be agreed at certain stages. This will be agreed before any work is carried out.  A lump sum contract will be unsuitable when you come across things that are out of your control like weather, or there might be added extras that were not agreed from the start, any sort of remedial work would be unsuitable also.
Advantages
1. Fixed price so business not liable for higher expenditure.
2. Easier to manage a budget when everything agreed at the start.
3. Payment dates will be agreed by both parties
4. Greater margin for profit
5. Contractors know where they stand

Disadvantages
1. They pose greater risk to the contractors.
2. All drawings and plans have to be ready so contractors know how to price for contract.
3. As contactors on fixed price workmanship may be poor as no avenue to make more money.
4. Lump sum contracts could cost more if an unforeseen problem is occurred.
5. Any changes that are needed to be made will be difficult as they have not been agreed.

D: What is a cost plus percentage of cost contract? 
This is a contract that is used in construction, this method of payment where the business will pay a contractor an additional amount of money classed as a percentage it has been designed to cover the contractors overheads.

E: How would you select the type of contract for a piece of construction work? 
Many factors would come in to play if I were deciding upon a contract for my business. Like which one will make the most economical sense. To make this decision you would want all plans in place and have a varied amount of contractors to chose from. What the project was what the demand for the project would be and other external factors would also be in the fore front of my mind when choosing said contract. To make the best decision you will need to have every reliable bit of information and any other bits of important information to hand.

F: What are insurance contracts? 
An insurance contract is part of the main contract, like most insurance policies it will protect both parties from certain unforeseen things. It will also protect against general liability, damages to property and workers compensation if there was an accident. This is a normal clause which should be put in all construction contracts to protect everyone form these unforeseen problems.

2. "A particular type of contract is normally suitable for a particular situation." Comment and describe with suitable examples.
1. A lump sum contract is suitable when you have a carpentry contract and you have a certain number of units to produce in a certain time scale. A fixed price will be agreed before work starts.
2. Cost plus percentage contracts will be used when choosing a contractor who will supply their own materials as they will be sourcing the materials so the will add a percentage on top of what they paid as sort of a finders fee.
3. Cost plus bonus will be used if you are on a tight schedule and you want to give your contractors an incentive to hit your deadline this could be monetary or shares.
4. Joint venture contracts will be best when you have more than one business involved in the project and it will protect all involved.
5. Equipment rental contract will be best when you are hiring a piece of equipment for a duration of time.
[bookmark: _GoBack]


 























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




