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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  Definition of a Contract  is a legally binding or valid agreement between two parties. To be valid  a contract the agreement must contains the following elements:
a) an offer and acceptance b) an intention between the parties to introduce binding relations consideration c) Parties legal capacity to act genuine consent of the parties and legality of the agreement. The contract may or may not make provision for third parties.  Disputes may be settled by the courts or the engineer-in-charge.

1.ii  The essential elements of a contract of a valid contract are as follows : a) Agreement which require both parties to agree to the terms and conditions. This contract must be with clear written or non-ambivalent manner and should be simple and crystal clear in meaning to all signatories. b)Lawful Subject Matter.  A signed contract must no contravene the rule of law, state laws and public policies and if any contract contravenes any of these conditions is declared as illegal such as contracts involving fraud, arms, collusion, gambling and speculation. c) Valid Consideration which means taking reciprocating actions by parties who have signed a contract. These to be legal have to be real, valid and valuable and law protects all considerations and does not judge whether the contract is fair or not. d) Competent Parties for binding a contract are only persons having a sound, healthy mind, not minors or drunken can legally sign a binding contract.

1.iii  Lump Sum is a contract where the contractor is required to submit a total and global price instead of bidding on individual items and is the most recognized agreement form on simple and small projects where the risk of different site conditions is minimal.  Lump sum contract is unsuitable when dealing with difficult foundation works, extreme weather conditions or works which are difficult to estimate due to the difficult conditions of the soil structure of the site. Main advantage of Lump sum contract includes: a) no extra personnel would be required for inspecting work and for determining the monthly rate of material consumption. b) low risk to owner c) 'fixed' construction cost. d) Minimize change orders. Lump Sum Contract disadvantages are the follows: a) It presents higher risk to contractor, changes are difficult to quantify and the owner might reject change order requests. Project must be designed completely before starting of activities contractor will select its own means and methods.

1.iv A compensation method for a construction project, in which the contractor is paid a specified percentage over and above construction costs. This method is designated to cover the contractor's overhead costs. When paid as a predetermined profit, the client will usually require a strict accounting of expenses.  It is important to determine the difference, because if the contractor expects the percentage to be pure profit, then normal business operating expenses will have to be accounted for somewhere in the construction contract as expenses.

1.v  A Competitive Bid contracts indicated when the owner has time at hand and detail plans are available to plan const and the scope of work.  In this occasion 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. On the other hand negotiated contracts when only partial design and specification details are available to start the project are suitable for projects requiring fast completion and 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 provided complete plans and specifications are available but the best choice is a competitive bid contract.

1 vi.  An insurance contract is a regulation between the owner and the contractor and concerns all aspects of the construction project including general obligation employer’s civil liability, damages to properties, workers compensation. Insurance is a vital element of risk management in the construction industry. The type of contract will determine whether the owner or the contractor takes responsibility for the property insurance component. Coverage is generally arranged by the principal contractor and provides access to two sections of coverage. First section covers Material Damage occurring on the job site and second section covers Public and Products Liability for third party property damage or third party personal injury arising out of your negligence.

2.   Lump sum Contracts is ideal for standardize construction projects where quantities of resources required and the detailed specifications and all related cost are specified in the tenders. Unit Price Contracts 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. Combined Lump sum and Unit Price Contracts indicated for constructing buildings. Incentive Type Contract for Work outside the Country is awarded to contractors they are willing to undertake projects overseas. Equipment Rental Contracts when a contractor may rent equipment to perform under contract plans. Guaranteed Maximum Cost Contract when the contractor is allowed to provide an accurate assessment of the cost of construction from plans and specifications. Subcontracts is a particular type of contract where an agreement between the prime or main contractor and subcontractors who are used to undertake specialized duties such HVAC, electrical works, mechanical works, lift installation, etc. and another particular type of contract is  Awarding Contracts where usually the prerogative of the main contractor because he is ultimately responsible quality of their work.
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