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The Role of Variations in Building Contracts

Building contracts are a critical component of the construction process, setting out the obligations
and responsibilities of each party involved. Among the key elements of these contracts are the
provisions related to variations, which can significantly impact the project's scope, time, and cost.
This article aims to provide homeowners with a clear understanding of the role of variations in
building contracts and their potential implications, highlighting the importance of careful
consideration and expert guidance in this area.

Definition of Variations

Variations in building contracts refer to changes or modifications made to the original contract
terms and specifications during the construction process. Both the homeowner and the builder
have the option of initiating these changes, which may have an impact on the project's timeline,
materials, or scope of work.

There are generally two types of variations:

e Directed variations - changes initiated by the homeowner or client, such as requesting
additional work or altering existing plans.

e Constructive variations - changes initiated by the builder due to unforeseen
circumstances or problems encountered during construction that require deviations from
the original plan.

Why Variations Occur

Variations can occur for a variety of reasons, such as changes in design, site conditions, or
unforeseen circumstances. These changes can impact the timeline, budget, and overall success of
the construction project. Variations may also occur due to the homeowner's preference for different
materials or finishes, or to address issues raised during the building inspection process.

The impact of variations on construction projects can be significant. They can lead to delays,
increased costs, and_disputes between the homeowner and the builder. Therefore, it is crucial to
understand the causes of variations and how to manage them effectively to avoid potential
conflicts.
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Role of Variations in Building Contracts

Variations play a vital role in building contracts, as they allow for flexibility and adaptability in the
construction process. They can accommodate changes in design or materials that may arise
during construction and help ensure that the homeowner's needs and preferences are met.

Variations can also affect contract terms and pricing. If the homeowner requests changes, they
might have to pay more money for the modifications. Builders may also include provisions in the
contract that address variations, such as specifying the process for requesting and approving
variations and outlining any additional costs or time frames associated with the changes.

Contractual Requirements for Variations

To ensure that variations are managed effectively, building contracts often include specific
contractual requirements for variations. These requirements may include conditions precedent that
must be met before variations can be requested, such as:

The builder must provide a detailed cost breakdown for the variation.

The variation must be within the scope of the builder's license and insurance.
The variation must comply with all relevant building codes and regulations.
The variation must not affect the structural integrity or safety of the building.

Failure to comply with the contractual requirements for variations may result in a breach of contract
and possible legal action.

The contract may also specify the process for evaluating any pricing variations, including any
additional costs or time frames associated with the changes. It is essential to review the
contractual requirements for variations carefully and understand the rights and obligations of both
parties to avoid potential disputes.

Process for Requesting Variations

Variations can be requested by the homeowner or the builder, depending on the circumstances. To
request a variation, the following steps are generally followed:

1. The party requesting the variation should notify the other party in writing of the proposed
change.

2. The request should include a detailed description of the variation and its expected impact
on the project timeline and budget.

3. The requesting party should provide a cost estimate for the variation.
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4. The other party should review the request and respond within a specified timeframe, either
accepting or rejecting the variation.

It is essential to follow the process for requesting variations outlined in the building contract to
ensure that the request is valid and binding.

How to Respond to Variation Requests

When a variation request is received, the builder should respond promptly to avoid delays in the
project. The process for reviewing and approving variations typically involves the following steps:

1. The builder should review the request and determine if the variation is necessary or if there
are alternative solutions.

2. If the builder accepts the variation, they should provide a detailed cost estimate and
timeline for the work.

3. If the builder rejects the variation, they should explain why it is not feasible and offer
alternative solutions.

4. Both parties should agree on the variation in writing before any work commences.

It is crucial to follow the process outlined in the building contract when responding to variation
requests to avoid disputes and delays.

Impact of Variations on the Building Project

Variations can have a significant impact on the project timeline and budget. Delayed variations can
cause delays in the project timeline, while variations that require significant changes can increase
costs and affect the quality of work.

Builders should be transparent about the impact of variations on the project and provide
homeowners with regular updates on the project's status. Homeowners should also be aware that
variations may affect the original contract terms, including the timeline and pricing.

Dispute Resolution for Variations

Disputes related to variations can arise when parties disagree on the validity, cost, or impact of the
variation. The following options are available for dispute resolution:

1. Negotiation - Both parties can discuss the issue and attempt to reach an agreement.
2. Mediation - A neutral third party can help the parties reach a resolution.
3. Litigation - If mediation fails, the parties may seek resolution through the court system.
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Itis crucial to follow the dispute resolution process outlined in the building contract and seek legal
advice before pursuing litigation.

Managing Variations in Building Contracts

In conclusion, understanding the role of variations in building contracts is crucial for homeowners
and builders alike. Variations can significantly impact a project's timeline, budget, and quality of
work, and it is important to manage them effectively to avoid disputes and ensure a successful
construction project. By following contractual requirements, carefully reviewing and approving
variation requests, and resolving disputes through negotiation or alternative dispute resolution,
homeowners and builders can work together to manage variations and achieve their project goals.

As a construction lawyer with extensive experience in advising homeowners on builder licenses
and insurance verification, | urge all homeowners to take steps to protect their interests by
thoroughly understanding the role of variations in building contracts. For further assistance, please
download our Builder License and Insurance Verification Checklist to ensure that you have all the
necessary information to make informed decisions about your construction project.
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