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1. Answer the following questions:



i. How would you define a contract?


A contract is a form of agreement backed by laws and involves two or more people agreeing to terms and conditions to carry out work or deliver services. Some contracts don’t require writing down agreements but in case of a dispute is imperative to keep track of the agreement. The parties to the contract must be legally  competent to sustain the contract( no bankruptcy, hidden intentions to cause harm, etc. ) In practice is required to provide a variety of documents with the contract like :
· Drawings, specifications, general conditions etc.



ii. What are the essential elements of a contract?

· The agreement is one of the most important factors reflecting the contract and what contains. It’s important for the parties to accept the terms and conditions usually presented in writing and finalized with theirs names on the paperwork. Clarity and transparency is expected for this type of document. 

· Valid and real consideration referring to the legal aspects of the contract. Considering that the law will only cover under some terms and conditions will not judge if the contract is fair or not once one party has agreed to complete his side but failed to do so and the reason is not realistic.

· Competent parties that can deliver the agreement is another important element of a contract.


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

· Lump sum contract don’t usually allow for adjustments to the quote ( unless the clients add additional work on top of what is agreed) The contractor tenders on the basis of drawings and specifications assuming advanced knowledge of the scale of the projects and its risks. This contract works well with standard construction projects as long as all required information is available from start to finish.

·  The situations where a lump sum contract won’t be suitable mainly depend on certain condition where work can’t be accurately determined or the condition of working relating to weather are out of control. Or when alteration work or additional expenses are not included in the contract from the start, leaving the contractor with possible responsibility to cover the bill. A example is when the  foundation are excavated  and the necessity of addition work arises 

· One of the advantages of a lump sum contract is the easy application to the majority of standard construction projects making it popular in the industry and the responsibility for accurate pricing is taken in full by the contractor. Another advantage with the lump sum contract is how is able to keep costs down by excluding the necessity of hiring extra personnel to undertake inspection.

· A possible disadvantage with this type of contract is simply the responsibility for accurate pricing from the drawings and specifications at the early stages of planning and if any unforeseen work is  need to be added to the contractor might have to cover de costs depending on the type of agreement.



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


This type of contract obligates the client to pay an additional amount of money expressed as percentage designed to cover the contractor’s overheads coasts. The client is in the right to ask for proof of purchase and other related documentation reflecting this type of cost.

There’s risks associated with this contract especially if proof of purchase can’t be made available.


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

 
The contract can be done with regards to the volume of work and the difficulty of the job. Various contract options should be carefully analyzed and compared before making a choice. Example:

·  If the job requires a large number of workers along with different trades like carpenters, plumbers etc, a bid type contract will be appropriate to target a good price.
· Lump sum unit contracts or price work for large projects where all the necessary details of work is available from the start for tendering purpose works as well.
· Also target cost contracts can be considered especially when the job volume is constant and a serial contract is done. Schools and housing projects work well in this situation allowing the client to save money with early completion targets.


vi. What are insurance contracts? 


The insurance contract is a part of the main contract, it covers all aspects of the construction project including employer’s liability, damage to the properties, workers compensations and all other general liabilities.
This contract will state clearly weather the owner of the contractor will assume responsibility property insurance. To be noted that in case of a claim the max amount of claim stated in the contract can’t be exceeded. Terms and conditions apply for both parties.


2. ,,A particular type of contract is normally suitable for a particular situation”
[bookmark: _GoBack]Comment and describe with suitable examples.



 Particular types of contracts are commonly used on large scale construction projects to determinate the objectives and the profit for booth sides they can be tailor made to meet the requests of the client.

Example: Asset support Contract 

· ASC is the replacement for the Managing Agent Contract adopted in large scale projects, road maintenance schemes. This type of contract requires pre qualifications and the work is secured trough a three stage tendering process.

Example: The Prime Contract initiated by the minister of Defense Estates. This contract requires a three stage selection

· Invitation of tendering 
· Pre qualifications  
· Invitation of expression of interests  
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