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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:

1.i.
The contract is a legally binding agreement between two or more parties. The document is only binding between the people that have signed the agreement. The contract may or may not include third parties in which case third parties can also benefit or suffer as a result of the contract. Any disputes should be resolved by engineer-in-charge or the courts. 
1.ii.
There are four essential elements to the contract. These elements make it valid, and legally binding, otherwise it can be declared void:
· Agreement – all parties must agree in writing to clear terms and conditions of the contract.
· Lawful subject matter – the document must not contravene any laws and public policies, otherwise its deemed illegal. 
· Valid consideration – considerations have to be real, valid and valuable. Therefore, acts of God, impossible promises, unilateral promises are not enforced by law.
· Competent parties – parties signing the contract must be sober, sane and of legal age. If a private firm was incompetent, the organisation may obtain compensation for services rendered, however this is not necessarily the case with public corporation.
1.iii
The lump-sum contract is a kind of contract that is signed for a fixed price for the amount of work. This contract should only be signed when scope of works and all risks associated with the works are well known. Instalments are usually set in time or phase intervals. 
The lump-sum contract should not be used when:
· When dealing with difficult foundations 
· Works in difficult conditions
· Works difficult to estimate
· Works with alterations and additions
· Sites with likely hood of extreme conditions
This sort of contract has advantages such as:
· Set price
· No additional personnel involved in QS and valuation of the works
· Conditions and completion date are set well in advance
· Excessive variations and omissions are not permitted
· Full specification and set of drawings are provided prior to commencing the works
Disadvantages of this sort of contract are:
· A contractor can omit or order extra items
· Variations and extras are charged at different, a usually much higher rate than the works
· Any alterations made by the client are very expensive
1.iv.
Cost plus a percentage of cost contract is a form of negotiated contract in which as the name suggests client pays for the costs associated with the purchase orders, salaries and contractors’ expenses topped by the fee which is percentage of the contractual cost.
1.v.
The choice of the contract should be made based on comparative advantages. The decision between a competitive bid and negotiated contracts should be made.
Competitive bid contracts are designed in such way that client has more control over the project, they are cased on the detailed specification and can accommodate some level of uncertainty, however its best off if client prepared full documentation to avoid costly surprises.
Negotiated contracts are the opposite, they should be used in situations when design is not fully resolved (design and build contracts). This provides fast-paced construction; however, mistakes and alterations can be expensive, yet not as expensive as with competitive bid. 
1.vi.
The insurance contract is a part of the main contract between client and the contractor. It covers all aspects including liability, damage, compensations. Contract determines who is responsible for insurance component. The insurer accepts liability for any damage and losses during the cause of the project. The policy however does not accept liability for negligence or oversight. 
2.
Each construction project is unique and each situation is unique. Construction projects by nature are one-off projects. To accommodate for various scenarios the construction industry developed multitude of various contracts. As described in question 1.v. there are 2 groups of contracts and they are very different, more contract types fall within these 2 groups.
These are some of them:
· Competitive bid contracts:
· Lump-sum contracts
· Unit price contracts
· Combined lump sum and unit price contracts
· Negotiated contracts:
· Cost-plus contract
· Cost plus percentage of cost contracts
· Cost plus fixed fee contracts with a profit-sharing clause
· Cost plus fixed fee contracts with a bonus clause
· Cost plus a sliding scale of fees contracts
· Cost plus a guaranteed ceiling price contracts
· Management contracts
· Architect engineer management contracts
· Combined engineering and construction contracts
· Joint venture contracts
· Incentive-type contracts
· Equipment rental contracts
· Guaranteed maximum cost contracts
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