
The Risks of Not Reviewing Your Building Contract:
What Homeowners Should Know

Building a new home or making significant renovations to an existing property is a significant
investment, both financially and emotionally. As such, it's important for homeowners to protect
themselves and their investment by thoroughly reviewing their building contracts. A building
contract outlines the scope of work, timeline, and costs associated with a construction project.
Failing to review this document carefully can lead to unexpected costs, delays, and disputes with
builders. In this article, we'll explore the potential risks of not reviewing your building contract and
offer advice on how to avoid them.

What is a Building Contract?

A building contract is a legally binding agreement between a property owner and a builder. This
contract outlines the terms and conditions of the construction project, including the scope of work,
materials to be used, payment schedule, and project timeline. The purpose of a building contract is
to provide clarity and protection for both parties involved in the construction process. It helps
ensure that the project is completed according to the agreed-upon specifications, budget, and
timeline. Building contracts are governed by laws and regulations, and it is important for property
owners to review and understand the terms of the contract before signing. Failure to do so can
lead to unexpected costs, delays, and legal disputes with the builder.

The Risks of Not Reviewing Your Building Contract

Building a house or making significant changes to an existing structure can be one of the most
significant investments an individual or company can make. A building contract sets out the terms
and conditions under which the work will be done, as well as the legal rights and obligations of the
parties involved.

However, failure to review the building contract thoroughly can result in various potential risks,
including unexpected costs, delays, and disputes with the builder. Some of these risks may
include:

1. Hidden costs: Building contracts can include various hidden costs, such as additional
materials or unforeseen work that may not be included in the original contract. Without
thorough review, these additional expenses may not be immediately apparent, leading to
cost overruns and unexpected financial strain.
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2. Delays: A poorly drafted contract can lead to delays in the completion of the work, which
can be costly and inconvenient for homeowners.

3. Disputes: Disputes may arise between the builder and the homeowner if there are
disagreements about the terms and conditions of the contract. These disputes can be
costly to resolve and may result in delays in the completion of the work.

4. Lack of clarity: A contract that lacks clarity can result in misunderstandings between the
parties involved, leading to further disputes or additional costs.

It is essential to review a building contract thoroughly to avoid these potential risks. Building
contracts are legally binding, and once signed, parties are required to abide by the terms and
conditions outlined in the contract. Therefore, it is vital to seek legal advice and ensure that the
contract is reviewed in detail before signing.

Unexpected Costs

Unexpected costs are one of the most significant risks of not thoroughly reviewing a building
contract. Without a detailed understanding of the contract, you may end up with additional
expenses that were not initially planned for. This could be due to ambiguous contract terms,
unexpected construction issues, or a lack of clarity around the scope of work.

For example, if the contract does not specify who is responsible for certain expenses, such as
excavation or foundation work, you could end up having to pay for those costs unexpectedly. This
can be a huge financial burden, especially if you have a limited budget for your construction
project.

By reviewing your building contract carefully, you can identify any potential cost risks and negotiate
to ensure that they are addressed before the work begins.

Delays in Completion

Not reviewing a building contract thoroughly can also lead to delays in the completion of a building
project. If the contract does not clearly specify the timeline for completion, the builder may take
longer than expected to finish the project.



In addition, if there are disputes or issues that arise during the construction process, they may not
be addressed promptly if they are not clearly outlined in the contract. This can lead to additional
delays and frustration for all parties involved.

Without a clear understanding of the timeline and deadlines outlined in the contract, it can be
difficult to hold the builder accountable for delays in completing the project on time. As a result, it's
essential to carefully review the contract to ensure that all timelines and deadlines are clearly
outlined and agreed upon by both parties.

Disputes with the Builder

Failing to review a building contract thoroughly can lead to disputes between the builder and the
owner. Disputes may arise when there is ambiguity or confusion over the terms of the contract,
leading to disagreements about who is responsible for certain tasks, timelines, or costs.

In some cases, the builder may deviate from the agreed-upon specifications or materials, leading
to dissatisfaction on the part of the owner.

Without a clear and detailed contract that outlines expectations and responsibilities, it can be
challenging to resolve these disputes in a timely and satisfactory manner. Disputes can result in
additional costs, delays, and frustration for both parties, which can ultimately harm the building
project's outcome.

How to Avoid These Risks

To avoid the potential risks of not reviewing a building contract thoroughly, it is important to follow
these steps:

1. Read the contract carefully: Ensure that you read the contract thoroughly before signing
it. If there are any terms that you don't understand, ask your lawyer or building consultant
for clarification.

2. Understand your rights and obligations: Make sure you understand your rights and
obligations as set out in the contract. If you are unsure about anything, seek legal advice.



3. Negotiate amendments: If there are any terms in the contract that you are not comfortable
with, negotiate amendments with the builder. It is important to have everything in writing
and signed by both parties.

4. Include a dispute resolution process: To avoid disputes with the builder, include a
dispute resolution process in the contract. This can be a formal mediation process or simply
an agreement to seek professional help to resolve any issues.

5. Monitor the building process: Keep a close eye on the building process to ensure that
everything is progressing as planned. If there are any delays or issues, raise them with the
builder immediately.

By following these steps, you can avoid the potential risks of not reviewing a building contract
thoroughly and ensure a smooth and successful building project.

Get Legal Advice

It is highly recommended that homeowners seek legal advice before signing a building contract. A
lawyer can review the contract and identify any issues or clauses that may be unclear or
unfavourable to the homeowner. They can also ensure that the contract meets all legal
requirements and complies with relevant regulations.

A lawyer can also assist in negotiating any changes or amendments to the contract that may be
necessary. While legal fees may be an additional expense, it is a small price to pay for the peace
of mind that comes with knowing that your interests are protected in the event of any disputes or
issues that may arise during the building process.

Read the Contract Thoroughly

Homeowners should read the building contract thoroughly before signing and ensure they
understand all the terms and conditions outlined in the document. This can help them identify any
potential risks and unexpected costs that may arise during the project. If there are any clauses or
provisions that the homeowner does not understand, they should seek clarification from their
builder or legal representative.
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Homeowners should also ensure that any verbal promises made by the builder are included in the
written contract. By reviewing the building contract in detail, homeowners can avoid any
misunderstandings or disputes with the builder later on in the project.

Ask for Clarification

It is essential for homeowners to ask for clarification on any clauses or terms they don't understand
before signing a building contract. It's better to ask and be sure rather than assume and face
unexpected issues down the line. Builders and contractors should be happy to explain any aspects
of the contract that are unclear, and it is in their interest to ensure that their clients fully understand
the terms of the agreement. By asking for clarification, homeowners can avoid potential
misunderstandings and disputes that could lead to costly delays and legal battles.

Protect Your Investment: Review Your Building Contract

Reviewing a building contract thoroughly is crucial for homeowners to avoid potential risks such as
unexpected costs, delays, and disputes with the builder. It is important to seek legal advice, read
the contract carefully, and ask for clarification on any unclear clauses. By doing so, homeowners
can protect their investment and ensure that the building project runs smoothly. As someone who
is planning to build a new property, it is imperative that you take the time to review your building
contract before signing.

Protect your investment by being diligent and proactive in reviewing your building contract.
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