
Negotiation and Settlement of Home Building Disputes
in NSW

Building a new home can be an exciting but stressful experience, and unfortunately, disputes can
sometimes arise between homeowners and builders. In this guide, we'll explore some of the
common issues that can lead to disputes and provide tips for negotiating a settlement. Whether
you're a homeowner or a builder, we hope this guide will be a helpful resource for resolving any
building disputes that may arise.

Understanding Home Building Disputes in NSW

Home building disputes can arise from various issues between homeowners and builders. Some of
the common issues that can lead to disputes are:

● Contractual disputes: Disagreements over the terms and conditions of the contract, such
as payment schedules, project timelines, and scope of work.

● Quality of work: Disputes arising from issues with the quality of work, such as defects or
non-compliance with building standards.

● Payment disputes: Disagreements over payment, including payment amounts, payment
schedules, and payment for variations or changes to the original scope of work.

● Delayed completion: Delays in completing the project beyond the agreed-upon timeline.
● Breach of contract:When either party fails to fulfill their contractual obligations, such as

the builder failing to complete the project within the agreed-upon timeline or the homeowner
failing to make payment.

● Insurance claims: Disputes related to insurance claims, such as claims for damages,
defects, or injuries.

● Communication breakdowns: Lack of communication or misunderstandings between the
homeowner and builder can also lead to disputes and disagreements.

In NSW, there are several types of home building disputes, including:

● Building defects: These are defects in the building that are not in compliance with the
building standards or are not fit for their intended purpose.

● Non-completion: This occurs when the builder does not complete the work within the
agreed-upon timeframe or fails to complete the work at all.

● Variations: These are changes to the original scope of work that were not agreed upon by
both parties.
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● Payment disputes: Disputes arising from issues with payment, such as non-payment or
underpayment.

● Breach of contract: This occurs when one party fails to fulfill their contractual obligations.

NSW Fair Trading is the government agency responsible for regulating the building and
construction industry in NSW. It provides information and advice to homeowners and builders on
how to avoid disputes and resolve them when they arise. Additionally, the Building and
Construction Industry Security of Payment Act is a legislation designed to provide a quick and
efficient process for resolving payment disputes in the construction industry. The act applies to all
building and construction work in NSW and sets out strict timeframes for making and responding to
payment claims.

Negotiation and Settlement

Home building disputes can be stressful and time-consuming for both homeowners and builders.
However, negotiation and settlement are effective ways to resolve disputes without the need for
costly and time-consuming litigation. In this section, we will discuss the benefits of negotiation and
settlement, the steps involved in the negotiation and settlement process, and the techniques used
to achieve successful negotiation and settlement.

1. Benefits of Negotiation and Settlement
● Cost-effective: Negotiation and settlement are usually less expensive than going to court.
● Time-efficient: Negotiation and settlement can often be resolved in a shorter amount of

time compared to court proceedings.
● Control over the outcome: Negotiation and settlement allow both parties to have a say in

the outcome and create a win-win solution.
● Confidentiality: Negotiation and settlement discussions can be kept confidential.

2. Steps in Negotiation and Settlement Process
Negotiation and settlement involve several steps that should be followed to ensure a
successful resolution. These steps include:

● Identify the Issues: Both parties should identify the issues that need to be resolved and
the desired outcome.

● Gather Information and Evidence: Both parties should gather all necessary information
and evidence to support their position.

● Determine Goals and Interests: Both parties should determine their goals and interests in
the dispute and what they hope to achieve.

● Develop Options: Both parties should develop several options to resolve the dispute.
● Select a Solution: Both parties should evaluate the options and select the best solution that

meets their interests.
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● Implement and Follow Up: Both parties should implement the solution and ensure that it
is being followed up.

3. Techniques in Negotiation and Settlement
There are several techniques used in negotiation and settlement, including:

● Interest-based Negotiation: This technique focuses on the interests and needs of both
parties to create a solution that meets both parties' interests.

● Mediation: This technique involves a neutral third party who assists both parties in
reaching a mutually acceptable solution.

● Arbitration: This technique involves a neutral third party who makes a decision that is
legally binding on both parties.

By following these steps and using these techniques, homeowners and builders can achieve a
successful negotiation and settlement, avoid costly litigation, and maintain a positive working
relationship.

Legal Options for Home Building Disputes

When negotiation and settlement fail, homeowners and builders can resort to legal options to
resolve their disputes. The following are the legal options available in NSW:

● NSW Civil and Administrative Tribunal (NCAT): NCAT is a tribunal that deals with a
range of disputes, including those related to building and construction. It has the power to
make orders and award damages up to $40,000. NCAT is generally considered a more
cost-effective and efficient option than going to court.

● District Court of NSW: The District Court can hear cases involving claims up to $750,000.
It has a more formal process than NCAT and may require legal representation. The District
Court can also award damages and make orders.

● Supreme Court of NSW: The Supreme Court can hear cases involving claims above
$750,000. It has the most formal process and may require extensive legal representation.
The Supreme Court can award damages and make orders.

It is important to note that legal options can be expensive and time-consuming. It is always
recommended to explore negotiation and settlement options first before resorting to legal action.

Choosing the Right Approach

When it comes to resolving a home building dispute, there are several approaches you can take,
each with its own advantages and disadvantages. Here are some factors to consider when
choosing the right approach for your situation:
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● Complexity of the dispute: If the dispute involves complex technical issues or large sums
of money, seeking legal assistance may be necessary.

● Time and cost: Negotiation and settlement can be faster and less expensive than going to
court, but if the other party is unwilling to negotiate or settle, it may be necessary to take
legal action.

● Relationship with the other party: If you want to preserve a good relationship with the
builder or contractor, negotiation and settlement may be the best approach. However, if the
relationship has broken down irreparably, going to court may be necessary.

● Desired outcome: If you want to maintain control over the outcome of the dispute,
negotiation and settlement may be preferable. However, if you want a legally binding
decision, going to court may be necessary.

Here are some of the pros and cons of each option:

Negotiation and settlement:

● Pros: Faster, less expensive, more control over the outcome, can preserve a good
relationship with the other party.

● Cons: May not be possible if the other party is unwilling to negotiate or settle, may not
result in a legally binding decision.

NSW Civil and Administrative Tribunal (NCAT):

● Pros: Quicker and less expensive than going to court, designed specifically to handle home
building disputes, decisions are legally binding.

● Cons: Limited jurisdiction and monetary limits, may not be suitable for complex disputes.

District Court of NSW:

● Pros: Can handle more complex disputes and higher monetary claims than NCAT,
decisions are legally binding.

● Cons: More expensive and time-consuming than NCAT, may require legal representation.

Supreme Court of NSW:

● Pros: Can handle the most complex disputes and highest monetary claims, decisions are
legally binding.

● Cons: Most expensive and time-consuming option, requires legal representation.



When deciding on the best approach for your situation, it is important to consider these factors and
weigh the pros and cons carefully. If you are unsure which option to choose, it may be helpful to
seek legal advice from an experienced construction lawyer.

Key Takeaways

In conclusion, negotiation and settlement should be the primary approaches for resolving home
building disputes in NSW. This approach can save time, money, and effort compared to legal
options. Homeowners and builders need to understand the common issues and types of disputes
that arise during construction projects. They should also be familiar with the NSW Fair Trading and
Building and Construction Industry Security of Payment Act.

When choosing the right approach, factors such as the complexity of the dispute, cost, time, and
desired outcome should be considered. Seek legal assistance when necessary, especially for
complex and high-stakes disputes.

As a solicitor and construction lawyer with over 10 years of experience, I recommend that
homeowners and builders download our Research and Assess Potential Builders Checklist. This
checklist can help homeowners make informed decisions when choosing a builder, and builders
can use it to ensure they meet their clients' expectations.
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