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1a. A contract is defined as a legal document between two parties one for the sample of construction where a work task is going to be carried out in a certain time scale but also for a set amount of money. For the sample of a client and contractor, the client can decide on what type of contract they would like to use for the development to be built and once agreed they will set binding terms and conditions in a contractual agreement.

1b. The essential elements of a contract are:

· Full name business address and signature of all parties

This is required to make a contract legally binding and with all appropriate signatures on all documents. It would be difficult to get a contract to hold up in court if not all documents signed in a case of a dispute

· Scope of work

This is set out in a contract in detail with specific tasks including specifications, quality of materials to use, schedule of work program and other specifications required in specification of the project.

· Project cost and payment terms
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The agreed amount that the client has agreed to pay for the project before any work has started. This usually increases as construction works start for extra tasks or items of work that need to be done or have been over looked beforehand. They also have an agreement on how frequently the client is paying the contractor for the work.

· Schedule of work

This is set out to have an agreed start date to start construction and a date that the work has to be completed by without any delays due to extra work undertaken caused by the client changing details but also not getting the approval for the work to go ahead. The contractor needs to make allowances for the lead times of materials supplied but if client changes mind on materials specifications the contractor needs to document how much extra time it has caused due to this

· Authority

This is who in the construction phase has the authority to change items but also still make it legally binding within the contract. This can save a lot of time in construction phase if all drawings are sorted out beforehand.


1c. A lump sum contract is a contract where all tasks to be undertaken are put into a single lump sum for all works and project is done for a fixed price. As every problem that could occur should have been accounted for but from time to time issues could arise that more money is needed for. This type of contract is normally used on refurbish projects.

Advantages of a lump sum contract include
· Contractor has incentive to complete earlier to make more profit.
· Reduces the financial risk to the client as contractor has already agreed a price to do the work
· Due to knowing what is involved in the tasks it makes it easier to get construction loans
· Specification and drawing changes are minimized
· The client does not need much management involvement in the project
· If priced right a greater profit margin for contractor
· Payments to the contractor made in regular set intervals, so in turn forms a steady cash flow and in turn making financing easier for client

Disadvantages of lump sum contracts
· Greater risk to contractor, compared to other forms of contract where the risk is the clients
· In thinking ahead of risks that might happen the tender prices will increase
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· Changes need to be documented when trying to get more money for the contract out of the client when completed
· Preparing the tender could take longer to do so in turn will cost contractor more to prepare
· The project will take longer to do as drawings / specifications will need to be complete before starting construction
· The client might have to pay a higher rate for alterations or for more work than is stated in scope of works of the contract
· Disputes can arise from changes in specifications, design and scope of works.

Lump sum contracts would be un suitable in the project if
· The project needs to be completed quickly as on some contract’s construction can start before drawings / specifications complete
· There is no complete list in scope of works to be undertaken
· Tasks that cannot be estimated due to the nature of the work or knowing what they come up against either in work or weather conditions for outside tasks in the time of year when weather could be bad and days of work lost

1d. A cost-plus percentage contract is a contract mainly for services provided. It works by the client paying the contractor a rate for a task, but also a percentage amount is added on top so that they can make a profit on the service provided. They are used when it is difficult to price a task in advance and with it places the risks of performing the task onto the client.

A disadvantage of the cost-plus percentage contract to client is that the contractor does not need to keep costs low so client could ask for a rate list for tasks to be undertaken and so in turn contractor needs to make a list of all costs for doing the task including labour, materials, cost of hiring equipment and prelims

A disadvantage to the contractor is that if there is not much materials involved the contractor could lose out if their task takes more time to do due to difficult or unexpected occurrences as materials rate will be the same how long it takes to do the task.


1e. The way to select the right contract for a piece of work would include.
· What is the task to be undertaken?
· The uncertainty of the complete scope of works
· Assigning risks associate with carrying out certain tasks
· Schedule of project, milestone dates
· The types of relationship required between client and contractor
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1f. Insurance contracts are the main part of a contract as it covers both client and contract and all parts of the project which include client’s liability, damage to property by contractor labor compensation and acts of goods. It will determine who is responsible for the project’s insurance. The insurer by going into this contract accepts responsibility for damage or loss during project length but does not cover liabilities due to negligence by the contractor.


2.

	Contact type
	What situation it would be used in

	Lump sum / Fixed price
	A lump sum contract would be used once all of the information in drawings specifications have been finalised and not going to change before construction starts. Plus, any unforeseen difficulties of work are down to the contractor risk as they have agreed to do the task for the set price what ever any extra work is involved to achieve it as they would have put extra money into the price to cover this from analyzing drawings / specifications beforehand.

	Cost plus percentage on top
	A cost-plus percentage on top contract is normally used when there is a service being provided to the client such as diamond drilling into concrete slabs. In this the client will pay for the labour, equipment, materials to do the task along with overhead costs and then a percentage is added on which the client pays for the service. It is mainly used when the task cannot have an estimate put to it as not knowing what is involved until its constructs then would be able to see what is up against in performing the service

	Cost plus fixed fee on top
	This is exactly the same as cost plus percentage on top, instead of being a percentage, a fixed fee is added on top for the work under taken.
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	Cost plus fixed fee with profit sharing clause
	This is exactly the same as cost plus percentage on top, instead of being a percentage a fixed fee is added on top for the work under taken but will earn less for on labor and materials and can earn more of a share of the overall profit of the project.

	Cost plus fixed fee with bonus clause
	This is exactly the same as cost plus percentage on top, instead of being a percentage a bonus is added on top for the work under taken and performance meets or exceeds expectations

	Cost plus incentive fee 
	This works by giving the contractor an incentive for keeping the costs of the project as low as possible in fixed fee contracts and trying to give the project financial savings in meeting or ahead of schedules

	Cost plus award fee
	This works exactly the same as cost plus incentive fee where the award is added to the overall performance of the contractor on the project

	Cost plus sliding scale fee contracts
	This type of contract works by having an amount added at the end of the contract for the work undertaken if the earlier the project is completed, the higher the amount would be to sliding down the longer the project takes 

	Time and materials
	This type of contract works when a rate is worked out for labour including office staff and materials and then a percentage is added on top so contractor can make a profit out of the project

	Unit rate contract
	This type of contract works when the actual measure of materials is unknown so a rate is arranged for the amount of materials actually fixed.
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	Management contract
	This type of contract works when there is an agreement between the client and the contractor to provide a management team for a project then the contractor get sub-contractors in to do the construction phase of the project

	Architect engineer management contract
	In this type of contract the client gets the contractor on board early in the help of designing and engineering the idea before the contractor manages the project in the construction phase

	Combined engineering and construction contract
	This type of contract is used in the contractor engineering and construction phase of a project with making some low-level design decisions

	Joint venture
	This type of contract is used when there is an agreement between a client and contractor for a project and there are equal risks on the project. The client likes this type of contract as they get to use a contractor’s expertise in all parts of construction from designing through to the construction phase 

	Incentive type
	This type of contract is used to give the contractor incentives in getting the project fitted on schedule or ahead of schedule

	Equipment rental contract
	These are used on all projects for all different kinds on equipment ranging from containers, mobile towers and tools. There is a fee added for the hire of the item, per day, week, month etc., depending on how long the item is being hired for, the longer the cheaper the rate would be but there is conditions that if the item is not returned in a good state the the hirer has to pay to replace or have a the item repaired or cleaned in case of containers.
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	Guaranteed maximum cost contract
	This type of contract is used in with design and build contracts in where that the maximum cost is not to be exceeded in a project. This also gives the risk to the contractor in trying to give the completed project for the cost that they have quote and if it goes over then it’s down to the contractor. So in turn contractors do not like sub-contractor giving them daywork sheets for tasks that have been undertaken but not part of contract between con tractor and sub-contractor.

	Design and build
	This type of contract is used when the contractor takes out all phases in a project from design right through to the construction completion. With this contract once the design has started, construction can start on that part whilst other parts are still being designed at the same time so there is less time between the design and construction phases going ahead

	JCT
	The JCT (joint contracts tribunal) is a standard form of contract between client /contractor / sub-contractor that works with guidance notes that works with the other types of contracts up to 50 different types. It avoids the client paying the contractor up front but waits until the contractor invoices the client at the end of the project when a third party verifies that the work has been completed to practical completion and retention is kept until the project is fully complete including snags. It helps out in if the contractor or client do not perform then the contact can be terminated.
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	ACA
	This is from the Association of Consultant Architects that covers architects excellence which is quality of design for clients but also helps out architects in support members by providing information to help with practice issues such as professional indemnity insurance, health and safety, legal questions and environmental obligations. 

	ICE
	This type of contract was produced on behalf of the institute of civil engineering. The characters of the contact are, valuation is made by measure and engineering does the design over architect due to making it structurally safe. An engineer makes all the decisions in disputes and also certifying that the construction is ok. They are now replaced by NEC contracts

	FIDIC
	This is a suite contracts and has two main books, the red book of building and engineering works for the clients and the yellow book of building and engineering works for the contractor. It is used more for the procurement routes in bidding for projects in expertise and bespoke projects as red book covers clients designing project and yellow book covers contractor designing the project. They are written with a lot of the same clauses in all of their books. 

	NEC
	This is also a suite of contracts that is that all construction work types from major projects through to minor tasks and services. Its main points are to provide a good management service as well as be written in plain English without having legal terminology that might not be understood. 
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	GC/WORKD/1 (1998)
	This is also a suite of contracts that is for government conditions of contract, which was used mainly on government projects but it is now no longer being updated and is now NEC 4. It worked from all types of work from major projects through to services provided.





The resources used were reading through the 12 pages of the learning outcomes, as well as using the following resources for certain


1a. https://en.m.wikipedia.org/wiki/construction_contract

1b. https://trentcotney.com/construction/five-essential-elements-of-a-construction-contract/

1c. www.designbuildings.co.uk/wiki/lump_sum_contract

www.designingbuildings.co.uk/wiki/Lump_sum_contract_-_pros_and_cons

1d www.upcounsel.com/cost-plus-percentage-of-cost

1e. https://pm4id.org/chapter/9-5-selecting-the-type-of-contract

2.
https://www.thebalancesmb.com/lump-sum-construction-contract-844915

https://www.thebalancesmb.com/all-about-cost-plus-contract-basics-plus-4-more-options-844913

https://www.investopedia.com/terms/c/cost-plus-contract.asp

https://www.upcounsel.com/cost-plus-incentive-fee-contract

https://www.thebalancesmb.com/time-and-materials-contract-844534

https://www.callsierra.com/construction-management-contract/

https://www.designingbuildings.co.uk/wiki/Management_contractor

https://www.neccontract.com/NEC3-Products/NEC3-Contracts/NEC3-Engineering-Construction-Contract
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https://www.designingbuildings.co.uk/wiki/Joint_venture_for_construction

http://constructionexec.com/article/whats-in-the-equipment-rental-agreement-watch-out-for-risk-shifting-clauses

https://www.designingbuildings.co.uk/wiki/Guaranteed_maximum_price_for_construction_contracts

https://www.designingbuildings.co.uk/wiki/JCT_Design_and_Build_Contract

https://en.wikipedia.org/wiki/Joint_Contracts_Tribunal

https://www.designingbuildings.co.uk/wiki/Association_of_Consultant_Architects_ACA

https://www.designingbuildings.co.uk/wiki/ICE_Conditions_of_Contract

http://fidic.org/sites/default/files/FIDIC_Suite_of_Contracts_0.pdf

https://www.designingbuildings.co.uk/wiki/NEC3

https://www.designingbuildings.co.uk/wiki/GC_Works_contracts
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