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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:                  Page 1                                                                                          Q1, i: A contract is a legally binding agreement, which commits the signatories to abide by the details of the contract/agreement under penalty of Law. This is an agreement so specifically phrased to ensure that all circumstances are considered in the event of failure by any of the signatories. The specifics will consider misrepresentation,mistakes, duress and illegality of action, quality and supply and also possinble discharge of contracts, remedies for breach,to the extent of costs. The course of wisdomis to ensure the specifics are covered in maximum detail as failing can incurr penalties and costs that are damaging.

Q1.ii: A contract must contain indispensable components for the Law to acknowledge such an agreement or else it may be declared inoperative.

These important components need the agreement that parties to it agree to the terms and conditions obviously. It would never be acceptable to have a contract for illegal activities even to the extent of going against public policy. Where isues leading to monopoly or against the state wouldnot be acceptable. Valid considerations need to be stated unambiguosly and not by implication. Obviously it is only acceptable component that the persons signing a contract are adult, sane and sober.   So also the competency of signatories must be ensured and that also means their technical competency considered
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Q1. iii: A  Lump Sum contract will cover work known to it's full extent with all the miscellaneous works involved in completing this contract. With a copied Bill Of Quantities so that both parties can agree the full scope of works with the Bill Of Quantities acting as the datum and the specification under terms and conditions.This allows a basis of explanation what the work required entails in detail. Usually thereis no provision for adjustments to the quoted price unless the client introduces changes after the contract is signed. The contractor is responsible for assessing all the costs that will be incurred in fulfilling the requirements shown on drawings and in specifications. The price may be subdivided in relation tophases of work tofacilitate stage payments. Lump Sum contracts are popular as they serve both the contractor and client equally whereas the contractor needs strict hands on project management, clients also have to recognise the inflexible natyre of the contract and they are responsible for costs for any unforeseen changes beyond the contractor's control or the client themselves initiate. A job's progress may be hindered when excavation uncovers Archeological Remains that require protecting  this would fall down to the client as responsible to ensure the contractors workforce was paid whilst progress was impeded and they could not work.

Q1. iv: The Cost plus percentage of cost contract is an agreement between the contractor and client who agree on a fee before hand to cover head-office, site overheads and profit. The direct costs of the work including materials , labour, plant, supervision and head office administration etc are paid by the client as the work proceeds based on agreed open book accounts i.e. production of all receipts, delivery notes, timesheets etc prepared under specific job descriptions and headings for subdivisions or sections of work. The total final cost to the client is therefore the sum of the direct costs plus the agreed fee or percentage of costs. Obviously as the direct costs escalate so does the fee in the form of a percentage. The cost plus percentage of cost contract provides little incentive to the contractor to save on costs by implementing productivity drives or economic measures tosave on expenditure and it is often given a wide berth by Government Agencies, but to ensure speedy mobilisation and detour around lengthy negotiations sometimes it is offered as an incentive to get a project moving with a reliance on reputable contractors to maintain integrity and perform as though on a Lump Sum contract..                        Page 2    
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Q1.V: Determining the most suitable contract is a responsibility the owner has to shoulder, and as each project will have different component phases. In depth consideration has to be given to the specifics ineach phase and the impact of these specifics. As stated competitive bid contracts are considered when the client has time to allow this process to take place. Some projects are not suitable for LumpSum or unit price contracts because of unknowns in ground conditions and final design or outes for rail or road systems. The complexity of various designs and the contract solutions that may best fit the occasion requires careful analysis of potentialbenefits and pitfalls of each contract solution for each specific project phase nuance. There is good reason to have dedicated trained proffesionals to consider these details and variations of each contract. Those who have a developed understanding of the detail of each and every aspect of both the work and the contract format, willmost times get a decision as to how each contract has pro's and cons to fit each project.

Q1. vi: Insurance contracts are  part of the main contract between the owner and the contractor. It covers all aspects of the construction projectincluding employer's liability, damage to property, workers compensation and general liabilities i.e. third party claims. Specifics of the project such as components of the insurance package will be determined in the Insurance contract. Like most insurance the insurer by entering into the contract with the buyer accepts responsibility for any damage or loss but does not cover liabilities due to negligence or oversight by the contractor and cannot exceed cost of damages or loss. Contract selection is based on uncertainty of scope, assignment of risk, need for predictable costs, and the importance of meeting milestone dates. total fixed cost is a single price where the scope is well defined. A fixed price with incentive contract offers a reward for finishing early or under budget or a penalty for being late. A fixed price with adjustment allows for increases in cost of materials or changes in currency values. A fixed unit price contract sets a price per unit, but the exact number of units is not known. In a cost reimbursable contract, the project pays for costs. A cost plus fixed fee contract assures the contractor of a known fee. A cost plus percentage fee calculates the fee as a percentage of the costs. A cost plus incentive fee sets goals for the contractor to achieve that would result in a bonus. A cost plus award fee is similar, but the goals are more subjective.                                                   Page 3
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Time and materials contracts pay for costs plus an hourly rate for the contractor’s time.
 Q 2: As an example we will consider a Lump Sum contract for placing 2000 cu mtrs of concrete at C40 specification for an airport apron, runway.The project contracted for the concrete company to supply 2000 cubic metres at C40 (hardness standard) of concrete at the project site according to, and in support of, the project schedule for £85.00 per square metre. This is an example of a Lump Sum Contract. If the project only uses 1990 cu mtres of concrete, then the total costs to the client remain the same. If the project uses 2010 Cu mtrs, then the costs will be higher. An alternative pricing would be to establish a fixed price of  £85.00 per sq mtr (8000 sq mtrs x £85.00 per sq m allows for preparation reinforcement plant and labour. Both the unit price approach and the total costs approach are fixed price contracts. 

Another example is the Cost Plus percentage of Costs Contract to drill wells for  a new plant in an area that did not have sufficient water includes the drilling of water wells to produce several thousand gallons of water a day for the new plant. Although surveys indicate there is sufficient water to meet the plant’s requirements, the number of wells needed was unknown. The project developed a cost reimbursable contract that paid the well drilling contractor for allowable costs associated with drilling the wells.

Allowable costs included the costs associated with locating all the equipment and materials to the project site, the labor and materials used to drill the wells, daily costs for the use of the drilling rigs, routine maintenance of the drilling equipment, the room and board for the workers, and administrative fees and profit. The contractor collected the costs associated with drilling the wells for each well dug until the requirement was completed to supply water volumes needed with spare capacity. All unknown factors to accurately estimate.
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