
Defects Liability Period Extensions and Their
Implications

When it comes to construction contracts, defects liability periods are an essential component that protects
both the principal and the construction contractor. Typically, these periods range from one to two years
from the practical completion date of the project. During this time, the contractor is obligated to remedy
any defects in their work. However, there may be circumstances where an extension of the defects liability
period is necessary. This article will explore defects liability period extensions in Australia and the
implications that they have on contractors. It will provide an overview of what a defects liability period
extension is, reasons why it may be necessary, and the legal implications of such an extension.
Understanding these issues is important for contractors to protect themselves and ensure that their
projects are completed to the required standard.

What is a Defects Liability Period Extension?

A defects liability period extension refers to a prolongation of the period during which the contractor is
obligated to rectify any defects that appear in the work. In essence, it is an agreement between the
principal and the contractor to extend the period during which the contractor must address any issues with
the work.

Extensions can occur for a variety of reasons, such as if the principal agrees to let the contractor address
defects after the original period has elapsed, or if there is an ongoing dispute regarding whether defects
have been satisfactorily rectified.

While extensions can provide some benefits for contractors, they can also have implications that should be
considered. For instance, if the contractor is still addressing defects after the original defects liability period
has expired, they may be required to carry additional insurance to cover the potential costs of any further
issues that arise. Additionally, the principal may insist on a shorter defects liability period for any future
work, which could impact the contractor's ability to win future contracts.

Reasons for Defects Liability Period Extensions

The Defects Liability Period (DLP) is a crucial phase in any construction project as it provides both the
contractor and the principal with an opportunity to identify and rectify any defects in the works. However,
there are instances where an extension of the DLP may be necessary.

One reason for a DLP extension is if the principal requests additional works or changes to the original scope
of work during the DLP. This can include additional design elements or variations to the original
construction works. In this case, it is reasonable to request an extension to the DLP as the contractor may
require more time to complete these additional works and ensure they meet the necessary standards.
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Another reason for a DLP extension is if defects are identified towards the end of the DLP, and it is not
feasible for the contractor to complete the necessary remedial works before the DLP expiry date. This can
occur in situations where the defects are complex or require significant time to rectify, such as issues with
waterproofing or structural integrity.

It is essential to note that any DLP extension must be agreed upon by both the contractor and the principal
and documented in writing. Failure to request an extension or complete the necessary remedial works
within the agreed extension period can result in legal and financial implications for both parties.

Implications of Defects Liability Period Extensions for Contractors

When a defects liability period extension is granted, it can have significant implications for contractors. One
of the most obvious implications is that the contractor's obligation to rectify defects is extended, which
means that they may have to devote additional time and resources to completing the necessary work.

Contractors should carefully consider the implications of a defects liability period extension before agreeing
to it. They should assess whether they have the capacity to complete the additional work within the
extended period and whether it is financially viable to do so.

In some cases, contractors may find that the extension is not financially viable for them, especially if the
cost of rectifying the defects exceeds the amount they were originally paid for the work. In these cases, the
contractor may need to negotiate with the principal to reach a mutually acceptable solution.

Contractors should also consider the potential impact of a defects liability period extension on their
reputation. If they are unable to complete the necessary work within the extended period, it could damage
their reputation and future business prospects.

In summary, defects liability period extensions can have significant implications for contractors. It is
important for contractors to carefully assess the financial viability of completing the additional work,
negotiate with the principal where necessary, and consider the potential impact on their reputation. By
doing so, contractors can manage their risks and ensure the successful completion of the project.

Contractual Obligations During the Defects Liability Period Extension

During the defects liability period extension, both the principal and the contractor have certain contractual
obligations that must be fulfilled. Firstly, the contractor must rectify any defects that were identified during
the initial defects liability period, as well as any new defects that arise during the extension period. Failure
to do so can result in breach of contract and potential legal action.

The principal also has obligations during the defects liability period extension. They must notify the
contractor in writing of any defects that need to be rectified, and provide reasonable access to the site to
allow the contractor to carry out the necessary remedial work. The principal is also required to make
progress payments to the contractor for the remedial work, subject to the terms of the contract.



It is important for both parties to be aware of their obligations during the defects liability period extension,
as failure to comply with these obligations can have significant consequences. It is recommended that the
parties seek legal advice to ensure that they understand their rights and obligations during this period, and
to help them navigate any disputes that may arise.

Risks for Contractors During the Defects Liability Period Extension

Contractors face a number of risks when a defects liability period is extended beyond its original term. One
risk is the potential for increased costs. The longer a contractor is required to be on site to address defects,
the more expensive it becomes for the contractor to carry out the work. This is because the contractor may
need to mobilise its workforce and equipment back to the site, and may also incur additional material and
labour costs.

Another risk is that the contractor's liability for defects may extend beyond the original defects liability
period. This means that the contractor may be liable for defects that arise after the original defects liability
period has expired, if the extension of the defects liability period covers that time period. This can be
problematic for contractors, as it can increase the potential liability they face and may require them to carry
additional insurance or other protections.

Finally, contractors may face reputational risks if defects continue to arise after the original defects liability
period has expired. This can damage their reputation in the industry and may make it more difficult for
them to secure future contracts. For these reasons, it is important for contractors to carefully consider the
implications of a defects liability period extension and to take steps to mitigate any risks that may arise.

Tips for ContractorsWhen Facing Defects Liability Period Extensions

As a contractor, facing defects liability period extensions can be frustrating and challenging. However, it's
essential to handle them professionally to maintain your reputation and credibility in the industry. Here are
some tips to consider when facing a DLP extension:

1. Understand the reasons for the extension: Before taking any action, ensure that you understand the
reasons for the DLP extension. It may be due to an issue that you need to address or an unforeseen
circumstance beyond your control.

2. Review the contract terms: Carefully review the contract terms to determine your obligations
during the DLP extension period. Make sure that you understand the requirements for rectification
work and timelines for completion.

3. Communicate with the principal: Maintain open and transparent communication with the principal
throughout the DLP extension period. Provide regular updates on the progress of the rectification
work, any issues encountered, and proposed solutions.

4. Plan and prioritise the work: Develop a comprehensive plan for the rectification work, including a
detailed timeline and budget. Prioritise the work based on its urgency and severity.



5. Keep accurate records: Keep detailed and accurate records of all communication, progress, and
costs related to the DLP extension. This information may be required in case of disputes or legal
proceedings.

By following these tips, you can manage the DLP extension effectively, maintain a positive relationship with
the principal, and protect your reputation in the industry.

Conclusion

In conclusion, it is important for contractors to understand the implications of defects liability period
extensions. Failure to address these extensions properly can result in significant legal and financial
consequences for all parties involved. As a solicitor and construction lawyer with over 10 years of
experience, I regularly advise homeowners, builders, and contractors on contractual and legal rights
regarding defects liability period. If you require legal advice or representation regarding your contractual
obligations and risks, please do not hesitate to contact me. With my experience and knowledge, I can help
ensure that your rights and obligations are properly protected.
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