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1. What is the purpose of a notice inviting tenders in the context of contracts?
a) To finalize contract terms
b) To inform potential contractors about the project
c) To negotiate prices with contractors
d) To select a contractor randomly

Answer: b) To inform potential contractors about the project
Explanation: A notice inviting tenders serves to inform potential contractors about the details
of a project, including its scope, requirements, and conditions for submitting bids.

2. What does a contract document typically include?
a) Only the price agreed upon
b) Terms and conditions agreed upon by both parties
c) Contractor’s personal information
d) Payment schedule only

Answer: b) Terms and conditions agreed upon by both parties
Explanation: A contract document outlines the terms and conditions agreed upon by both
parties, including project specifications, timelines, payment terms, and any other relevant
details.

3. Which method of construction is based on the resources and expertise of a particular
department?
a) Outsourcing
b) Public-Private Partnership (PPP)
c) Departmental method
d) Design-Build
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Answer: c) Departmental method
Explanation: The departmental method of construction relies on the resources and expertise
of a specific department within an organization to carry out the construction project.

4. What is the purpose of a rate list in contract management?
a) To determine the winning bid
b) To establish a baseline for pricing
c) To finalize project designs
d) To provide security deposit guidelines

Answer: b) To establish a baseline for pricing
Explanation: A rate list helps in establishing standard prices for various items or services,
providing a baseline for pricing during the tendering and contract negotiation process.

5. What is the function of a security deposit in a contract?
a) To ensure timely completion of the project
b) To cover potential damages or breaches by the contractor
c) To pay the contractor in advance
d) To secure the bid

Answer: b) To cover potential damages or breaches by the contractor
Explanation: A security deposit acts as a safeguard against any potential damages or
breaches by the contractor, providing financial security to the party issuing the contract.

6. What is the purpose of earnest money in contract management?
a) To secure the bid
b) To cover project expenses
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c) To pay the contractor in advance
d) To finalize project designs

Answer: a) To secure the bid
Explanation: Earnest money serves as a demonstration of the bidder’s seriousness and
commitment to the bidding process, acting as a security deposit to secure the bid.

7. Under what circumstances might arbitration be used in contract disputes?
a) When both parties agree to abide by the decision of a third-party arbitrator
b) When legal action is taken against one party
c) When one party refuses to comply with contract terms
d) When renegotiating contract terms

Answer: a) When both parties agree to abide by the decision of a third-party arbitrator
Explanation: Arbitration is typically used in contract disputes when both parties agree to
resolve their differences through the decision of a neutral third-party arbitrator, rather than
pursuing litigation.

8. What is the purpose of administrative approval in contract management?
a) To ensure compliance with legal regulations
b) To finalize project designs
c) To authorize the implementation of the contract
d) To negotiate prices with contractors

Answer: c) To authorize the implementation of the contract
Explanation: Administrative approval is required to authorize the implementation of the
contract, ensuring that all necessary procedures and protocols are followed before the
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project begins.

9. What is the significance of obtaining technical sanction in contract management?
a) To secure financing for the project
b) To ensure compliance with technical specifications
c) To finalize project designs
d) To negotiate prices with contractors

Answer: b) To ensure compliance with technical specifications
Explanation: Technical sanction is important to ensure that the proposed project complies
with all technical specifications and requirements, guaranteeing its feasibility and
effectiveness.

10. Which of the following is NOT typically included in the conditions of contract?
a) Payment terms
b) Project scope
c) Contractor’s personal information
d) Timelines

Answer: c) Contractor’s personal information
Explanation: Conditions of contract typically include details such as payment terms, project
scope, timelines, and other contractual obligations, but do not typically involve the
contractor’s personal information.


