
Benefits of a Defects Liability Period for Developers

As a developer, understanding the benefits of a defects liability period can help you manage risks
and ensure the quality of construction work performed on your project.

What is a Defects Liability Period?

A defects liability period is a contractual period during which a construction contractor is
responsible for rectifying any defects in their work. Typically, this period ranges from one to two
years after practical completion of the construction work. The defects liability period serves as a
safety net for developers as it provides a guarantee that the construction contractor is accountable
for any defects that may emerge during this period. This means that developers can feel more
comfortable accepting practical completion and taking over the works, knowing that any defects
that arise will be addressed by the construction contractor within the defects liability period.

Why is a Defects Liability Period Important for Developers?

A Defects Liability Period is a crucial aspect of a building contract that provides benefits for both
the developer and the builder. For developers, a Defects Liability Period is important because it
provides them with assurance that the building works are completed to a satisfactory standard. The
period allows for any defects or issues to be rectified by the builder within a certain timeframe,
giving the developer peace of mind that the building will function as intended.

Additionally, a Defects Liability Period incentivises builders to perform the works to the required
standard, as they are still responsible for remedying any issues that arise during the period. This
period also eliminates the need for the developer to manage interface risks and the added cost of
engaging a third-party contractor for defects rectification work.

Overall, the Defects Liability Period is a valuable tool for developers to ensure their building project
is completed to a high standard and within budget, while also providing an added layer of
protection against defects and issues that may arise.

Comfortable Grant of Practical Completion

The defects liability period in building contracts can benefit developers by allowing them to achieve
a "comfortable grant of practical completion".



This means that even if minor defects in the works exist, developers can still take over the works
with the knowledge that the construction contractor has an obligation to remedy any punch list
items and any defects that come to light during the defects liability period. This provides peace of
mind to developers, as they can be confident that any issues will be addressed by the construction
contractor and they will not be burdened with the added cost of engaging a third-party contractor
for defects rectification work.

Incentivises Construction Contractors

The defects liability period provides an incentive for construction contractors to perform their work
to the required standard. Knowing that they have an obligation to rectify any defects during the
period, contractors are more likely to take the time to ensure that the work is done properly. They
have a financial stake in getting it right the first time, as they will not be completely off the hook
once practical completion has been achieved. This incentivises them to perform their work
diligently and to pay attention to details, which can result in a better quality finished product for the
developer.

Reduces Management Burden

The defects liability period also helps reduce the management burden for developers. When
defects arise during the period, it is the responsibility of the contractor to rectify them. This means
that the developer does not have to spend time and resources coordinating with a third-party
contractor to fix the defects. Instead, the contractor who performed the original work will have the
necessary expertise and knowledge to rectify the issue promptly. This also means that developers
can focus on other important aspects of their project, such as securing tenants or preparing for the
next development phase, without being burdened by the need to manage the defects rectification
process.

HowDoes a Defects Liability Period Protect Developers?

A defects liability period provides a level of protection for developers, particularly when it comes to
managing risks associated with construction projects. During the defects liability period, the
contractor is responsible for fixing any issues or defects that arise in the work they have performed.
This ensures that any issues that may have arisen during the construction process are resolved
before the developer takes control of the project.
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Having a defects liability period in place also incentivizes the contractor to ensure that the work
they perform is of high quality and meets the required standard. As the contractor is responsible for
fixing any issues that arise during the defects liability period, it is in their best interest to ensure that
the work they perform is of high quality to avoid any additional costs associated with fixing issues
down the line.

In addition, having a defects liability period in place can save developers the added burden of
engaging a third-party contractor for defects rectification work. Engaging a new contractor can be
costly and time-consuming as they would need to familiarize themselves with the original
construction work, the nature of the defect, and the best method of rectification.

Overall, a defects liability period provides developers with added protection and ensures that any
issues or defects that may have arisen during the construction process are resolved before the
project is handed over to them.

Contractual Obligation to Remedy Defects

The defects liability period creates a contractual obligation for the construction contractor to rectify
any defects identified in the works performed. This contractual obligation gives developers peace
of mind knowing that any minor defects will be rectified by the construction contractor during this
period. It also incentivizes the construction contractor to perform the works to the required standard
as it is not entirely off the hook once practical completion has been achieved. Moreover,
developers do not have the added burden of managing the interface risk and added cost that
would result from engaging a third-party contractor for defects rectification work. Thus, the
contractual obligation to remedy defects under the defects liability period benefits developers
greatly.

Ability to Pursue Damages for Breach of Contract

The defects liability period provides developers with the ability to pursue damages for breach of
contract if any defects in the works transpire. It is important to note that the expiry of the defects
liability period does not necessarily mean that the construction contractor's obligation with regard
to the works comes to an end. The period of time that the developer has to make a claim at
common law for damages will depend on whether the construction contract is executed as a deed
or an agreement and applicable state legislation.
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If the construction contract is executed as a deed, the developer will have up to 12 years from the
date the defect occurs to bring a claim for damages against the construction contractor. If the
construction contract is executed as an agreement, this period is up to 6 years. It is critical for
developers to be aware of these timeframes to ensure they can protect their legal rights and
pursue damages if necessary.

What is the Duration of a Defects Liability Period?

The duration of a defects liability period in Australia typically ranges from one to two years after
practical completion of the construction work. During this period, the construction contractor is
required to rectify any defects in the construction work it has performed. This is beneficial for
developers as it allows them to take over the completed works with the knowledge that any defects
will be rectified by the construction contractor. The defects liability period also ensures that the
construction contractor is incentivised to perform the works to the required standard and that the
developer does not have to bear the additional cost and burden of engaging a third-party
contractor for defects rectification work.

Conclusion

As a solicitor and construction lawyer with extensive experience advising homeowners, builders,
contractors, and developers on contractual and legal matters related to Defects Liability Periods, I
highly recommend developers take advantage of this period to manage their risks effectively. By
engaging a qualified lawyer, you can ensure your contracts reflect your intentions and protect your
interests. Contact me today to discuss your options and get the legal support you need.


