
The Importance of Reviewing Your Construction
Contract Before Signing: A Guide for NSWHomeowners

When embarking on a construction project, it's easy to get caught up in the excitement of the build.
However, it's important for homeowners to remember that the contract they sign with their builder is
a legally binding agreement that outlines the terms and conditions of the project. Failure to review
the contract thoroughly before signing can result in serious financial and legal consequences down
the line. In this article, we will examine why it is crucial for homeowners to review their construction
contract before signing, and the risks of not doing so.

What is a Construction Contract?

A construction contract is a legally binding agreement between a homeowner and their builder,
outlining the terms and conditions of the construction project. It is an essential document that sets
out the scope of work, payment schedule, completion date, and any other critical details that the
parties have agreed to. The key elements of a construction contract include the description of
work, payment terms, timelines, dispute resolution process, and any special conditions. The
contract works by setting clear expectations and obligations for both parties and outlining what will
happen in the event of a breach of contract. By signing the agreement, both parties acknowledge
and accept the terms and conditions outlined in the document.

WhyYou Should Review Your Construction Contract Before
Signing

As a homeowner, reviewing your construction contract before signing is crucial. Failure to do so
can result in severe financial and legal consequences down the line. Here are some of the risks
and potential consequences of not reviewing your construction contract:

● Hidden costs: Failing to review the contract thoroughly can result in unexpected costs,
such as additional fees for materials or labour, that were not initially discussed or agreed
upon.

● Disputes and legal action: Disagreements may arise during the construction process,
such as delays or poor workmanship, which can lead to disputes and potentially legal
action. Without a clear contract outlining the scope of work and expectations, resolving
such conflicts can be challenging and costly.
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● Limited legal recourse: If a homeowner signs a contract without reviewing it and later
discovers that the builder did not deliver as promised, they may have limited legal recourse.
This is because the contract is a legally binding agreement that outlines the expectations
and obligations of both parties, and failing to review it can waive important legal rights.

The Benefits of a Building Contract Review

A building contract review is the process of having a legal professional thoroughly examine and
explain the terms and conditions of a construction contract to a homeowner. The benefits of a
building contract review include:

1. Identifying any potential issues: A building contract review can help identify any unclear
or ambiguous language in the contract that could lead to disputes or misunderstandings
down the line. It can also uncover any hidden costs or clauses that may be detrimental to
the homeowner.

2. Ensuring compliance with legal requirements: A building contract lawyer can ensure
that the contract complies with all relevant legal requirements, including building codes,
zoning regulations, and consumer protection laws.

3. Protecting homeowner's interests: A building contract review can help ensure that the
homeowner's interests are protected. By understanding the terms and conditions of the
contract, the homeowner can negotiate for more favourable terms, such as warranties,
guarantees, and penalty clauses in case of delays.

It is important to involve a building contract lawyer in the review process to ensure that the contract
is in the homeowner's best interests. A building contract lawyer can help homeowners in several
ways, including:

1. Explaining legal jargon: Construction contracts can contain complex legal language that
may be difficult for the average homeowner to understand. A building contract lawyer can
explain the terms and conditions of the contract in plain language, making it easier for the
homeowner to understand.

2. Identifying potential issues: A building contract lawyer can identify any potential issues in
the contract that could be detrimental to the homeowner's interests, such as hidden costs
or unfair clauses.
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3. Negotiating more favourable terms:With a building contract lawyer's assistance, a
homeowner can negotiate more favourable terms, such as warranties, guarantees, and
penalty clauses in case of delays.

A building contract review is essential to ensure that the homeowner's interests are protected and
that the contract complies with all legal requirements. By involving a building contract lawyer in the
review process, homeowners can have peace of mind that their rights are being protected.

How to Review Your Construction Contract

Reviewing a construction contract may seem overwhelming, but it is crucial to ensure that you
understand the terms and conditions of the agreement before signing. Here is a step-by-step guide
on how to review your construction contract:

1. Read the contract carefully: Take the time to read through the entire contract carefully.
Make sure you understand the terms and conditions of the agreement.

2. Check the dates and details: Ensure that all the dates and details in the contract, such as
the project start and completion dates, are accurate.

3. Look for hidden costs: Check for any hidden costs, such as additional fees for changes to
the original plan, that may not have been discussed during negotiations.

4. Check the payment schedule: Ensure that the payment schedule is clear and reasonable,
and that it is tied to specific milestones in the construction process.

5. Look out for warranty and insurance provisions: Check for any warranty or insurance
provisions, including details on what is covered, for how long, and under what conditions.

6. Review dispute resolution provisions: Review the dispute resolution provisions to
ensure that you understand how disputes will be handled if they arise.

7. Seek legal advice: Consider seeking the advice of a building contract lawyer to help
review the contract and identify any potential issues or unfair clauses.



Here are some tips on what to look out for when reviewing your construction contract:

1. Watch for ambiguous language: Look out for any ambiguous language that may be open
to interpretation or could lead to misunderstandings down the line.

2. Check for lien rights: Ensure that the contractor has the necessary lien rights to protect
their payment rights and secure payment.

3. Look out for timeframes: Check for any specific timeframes that are essential for the
completion of the project, such as obtaining necessary permits or approvals.

4. Understand the scope of work: Ensure that the scope of work is clear and detailed,
including any necessary permits, site work, and materials.

5. Review insurance and liability provisions: Understand the insurance and liability
provisions, including who is responsible for any damages or injuries that occur during the
project.

Common clauses in a construction contract include:.

● Indemnification clause: Outlines who is responsible for any damages or losses that occur
during the project.

● Termination clause: Outlines the conditions under which the contract may be terminated
and how any costs or fees will be handled.

● Delay clause: Outlines how delays will be handled, including any penalties or additional
costs that may be incurred.

Reviewing your construction contract is crucial to protecting your interests and ensuring that the
project runs smoothly. By following these steps, looking out for common clauses, and seeking legal
advice if necessary, you can have peace of mind that you understand the terms and conditions of
the agreement.
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Protect Your Investment: Engage a Specialist Construction Lawyer
for Your Building Contract Review

As a specialist construction lawyer with over a decade of experience, I urge homeowners to
prioritise reviewing their construction contracts before signing. The risks and potential
consequences of not reviewing the contract cannot be overstated. Involving a building contract
lawyer in the review process offers numerous benefits, including expert advice and the ability to
negotiate and amend the contract to reflect your intentions.

Don't hesitate to engage a specialist construction lawyer for a thorough and expert contract review.
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