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CIPS Commercial Contracting 38 € L4M3 5B RE (Q191-Q196):

R #191
A retailer prefers to display its best selling products and promotion programme on the building windows. According to rule of
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contract formation, this act will generally constitute...?

e A. An mvitation to treat
¢ B. Alegal capacity
e C. Amaibox rule

e D. Anoffer
IEf#E: A
fif ..

Fisher v Bell [1960] and Pharmaceutical Society of Great Britain v Boots Cash Chemists [1953] identified that the courts will
generally consider goods advertised in shop windows or those with a price tag attached to constitute an invitation to treat. An
nvitation to treat is a concept in contract law. It refers to an invitation for a party to make an offer enter into contractual negotiations.
Invitations to treat can be anything displayed to a large number of people, as long as there is no defined way to choose who can
accept. Items on display in a shop, advertisements, and catalogues are all common examples of invitations to treat.

However, there are cases in the US shows that under some circumstances an advertisement can become an offer (see Leftkowitz v
Great Minneapolis Surplus Stores [1957]).

Reference:

- What is an Invitation to Treat in Contract Law?

- CIPS study guide page 29

LO1,AC1.2

HM #192
Which of the following is the reason why liquidated damage clauses are embedded into a contract?

A. To avoid argument on correct measure of damage
B. Because compensation will be awarded immediately
C. To penalise the supplier for their wrongdoing

D. Because liquidated damages are the only remedy

EfE: A

L2

Liquidated damages are an amount of money, agreed upon by the parties at the time of the contract signing, that establishes the
damages that can be recovered in the event a party breaches the contract. The amount is supposed to reflect the best estimate of
actual damages when the parties sign the contract. These usually apply to a specific type of breach, and in construction, it is
frequently the failure to complete work on time.

Liquidated damages clauses are usually written as some sort of formula, for example:

Total Contract Price - [(X amount of $ per day) x (number of days late)] Including a liquidated damages clause can provide many
benefits, the most important of which is predictability. When setting a predetermined amount of damages, it allows both parties a
chance to negotiate and settle on a number they both feel is fair and reasonable.

From the owner's perspective, this acts like a cheap form of insurance against your contractors. In the event of a breach, the owner
can immediately calculate the damages without going through the trouble of proving actual damages. Proving actual damages can be
a complicated, lengthy, and costly process.

Froma contractor perspective, this allows them to analyze the level of risk involved, and schedule appropriately. It also allows them
the opportunity to limit the damage clains of the owner.

Reference:

- Construction Contract Clauses: What Is a Liquidated Damages Clause?

- CIPS study guide page 158-159

LO3,AC32

M #193

Bethy sees a coat on shop window with a $100 price tag, She comes and asks the shop owner to buy it. The owner states that the
price has not been updated and the current price for the coat is $120. Bethy says the owner should honour the quoted price on
window shop. Is Bethy correct?

e A Yes, the owner has made an offer by showing his product on the shop window and he must honour that offer
e B. No, the owner is revoking his initial offer to sell at $100 and he is proposing new offer to Bethy
e C. Yes, $120 for a coat is extremely unreasonable and the owner's later offer therefore void



¢ D. No, the display on shop window is just an invitation to treat and the owner may change the price at his will
EE: D

R -

Based on two famous precedents, Fisher v. Bell (1961) and Pharmaceutical Society of Great Britain v. Boots Cash Chemists
(1953), the display on shop window is considered as an invitation to treat. The shop owner can change the price when his customer
asks to buy.

Reference: CIPS study guide page 29
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H #194
The pricing arrangement in which markup is added into cost base to calculate the final price is known as...?

e A. Price indices

¢ B. Cost plus pricing

e (. Market based approach
¢ D. Fixed Price approach

Ef#: B

A -

The market approach is a method of determining the value of an asset based on the selling price of similar assets.

A fixed-price strategy means you set a price and keep it constant for an extended period of time.

Cost-plus pricing is also known as markup pricing, It's a pricing method where a fixed percentage is added on top of the cost to
produce A price index (PI) is a measure of how prices change over a period of time, or in other words, it is a way to measure
inflation. There are multiple methods on how to calculate inflation (or deflation).

Reference: CIPS study guide page 176-179

LO3,AC33

R #195

Which of'the following are likely to be express terms in a contract?
1. Legislation

2. Custom and practice

3. Contract particulars

4. Terns and conditions

A. 1 and 4 only
B. 1 and 2 only
C. 3 and 4 only
D. 2 and 3 only

EfE: C

AR

Express terms are the terms of the agreement which are expressly agreed between the parties. Ideally, they will be written down in a
contract between the parties but where the contract is agreed verbally, they will be the terms discussed and agreed between the
parties.

The types of express terms to be found in a contract are many and varied and will depend on the type of contract. Any term written
nto the contract is an express term and may refer to price, time scales, warranties and indenmnities, limitations on liability, conditions
precedent and so on.

Reference:

- Contracts: Express and Implied Terms

- CIPS study guide page 32
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M #196
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