Residential Projects:
Avoid Them

During your building project
the relationship you have
with your builder is crucial.
At the outset, you can
minimise risk by taking out
references and visiting other
projects the company has
worked on both completed
and in progress. Would
previous clients recommend
them? Did they complete on
time and budget?

From the start, both you
and your builder must be
clear about what you want
from each other. You want
your house built to your
specification, in an agreed
programme, for the agreed
cost. Builders have gained,
in many instances, an

unfair reputation as being
cowboys. But there are many
difficult customers who
frustrate builders by being
indecisive and disorganised,
constantly changing the
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spec, making late payments
— or sometimes refusing to

L

This is fortunately not as
common an occurrence as it
seems, but if it does happen,
you need to act prompitly,
speak to your builder,
explain why you are unhappy
and what you want done
about it. In the vast majority
of instances this is all that

is needed, but if it is not
resolved, you should write
to your builder and record
the problem. If you feel
strongly about it, you

can withhold money until

the work is rectified to a
satisfactory standard, but

to avoid potential legal
problems, you must make
sure that the reasons why are
clearly stated in a letter.

If still unresolved, you should
consider employing an

independent expert to act
on your behalf — for example
an architect or project
manager.

Unless you are very lucky

in finding a builder who
completes one job before
starting another, this is often
unavoidable, as nearly all
builders juggle projects and
try to keep different clients
happy. Try not to get to
concerned about the odd
day of absence, but if days
mount up, then you should
speak to your builder and
stress your concern.

Keep a full record of who
was on site, and when, so
that if a dispute escalates,
you have evidence. Having

a contract with a fixed
completion date will certainly
help you maintain progress.

"y

FOUR Group, 1 St Mary’s Street, Stamford, Lincolnshire, PE? 2DE
Tel: 01780 755 751 | E: john.shaw@fourgroup.co.uk



You should have a written But if this happens, think Current legislation dictates

quote from your builder about the items he has that all new build housing
before commencing the charged you more for — is VAT free and some
works. This should state did you delay him by not conversions also. This means
what is included and what choosing a paint colour or that you can recover some of
is not — check for things like  floor tile in time, did you the VAT that you have paid
VAT, supply of particular specify a more expensive out during your build. HM
materials or the provision of ~ product, or did you change =~ Revenue & Customs explain
scaffolding. the spec in any way? Itis this on their website: https://
very easy to forget about www.gov.uk/vat-building-
When you have received discussions and instructions  new-home/overview.
your quotation and are that you have given to your
happy with it, you should builder. If you are using a VAT-
write back confirming that registered builder this should
i3 common prcepon  sscommecitonandamy T vl e, youscsptard kg o aeld i eap et ey i o hen
that n\c;vk}:wlder flh|5h|§§ on travel cclzlstsbyoy ;nag/hha\{te X Ean ane (c;loes e as Setailed This creates a on your build at thEF’zime should not include VAT
time. When you are livin on weekly basis to the site.  when you do not agree a o : . : oo [l e
in rented acgommodatio?w, Be careful not to include an  fixed grice and you? builder Sl eimeling egreemen: Siesii:iiiz ;n:;rlé;tézr;;j:]d ?; Ichel:Sob/:rr’?hsep(\)/%Ilbhllelt{]as
A buier iy chnge. S arydiputedevio, spet fom HMRC. 1
and expensive. court, a judge may decide Seing reir,nbursed G his quote if there has been  this will prove invaluable in  does charge you VAT, then
that the amount is excessive h h h a change in the work that he proving your case. you should not pay it and
o you are not happy with the has been asked to do. As the should ask him to resubmit
It's best to have a formal and it will be unenforceable. price your builder is charging I ' it without VAT. D b
contract with your builder youlfor materials, ask to/see client, you are'the only one it wit ogt . clj]not e
that clearly states both a In addition, it is advisable to  the original invoice from :]V.ho can a:k A £ GIEME tenc]p:]e to paytl ° VAL 3
start and a completion date. have an agreed programme  his supplier and agree to DTS LI alb.wlder comes and't lefnftry t%,f/l?\,'? Ilt Dac
It should include a clause or schedule of works for pay him this amount plus a to you ?cn SElime eleltons| y?)urse ; rom | Nt 'ﬁ.
that if the builder fails to your build. This is sometimes  small percentage (normally S"O”,ey or reasons that you @ EOSt |r|T;Ip055|| eto acl eve
complete on the agreed known as a Gantt chart (if 5-10%) on top for his profit. ondt agrbee i, B e a; coud refsu ¢ |nc}j/ou osing
date, then he will pay Microsoft Project Office Don't pay the listed price for Ree to be strong and ,Iet thousands of pounds.
damages to recompense you is used) and sets out materials, as most builders 1) (e S IEt el C/oir t
for any reasonable costs you graphically, what tasks will open accounts with agree ) AR 17600 Fel B ot
incur as a result of the delay. need to be done, in what builders’ merchants and paying.
These damages are usually ~ order and by when, for the receive discounts of between ~
expressed in a set amount  successful completion of 10-60% off the list price.
per day or per week. For the project. Having a Gantt >
example, if you are living chart is great for quickly If you are unhappy with the %
in rental accommodation comparing what should have  prices on an ongoing basis, 8 o
during your build that costs ~ been done on a particular your best solution is to 0
you £200 per week, it is day with what actually has open a trade account with a 4
reasonable to include a been completed. builders’ merchant yourself. WY

damages amount of £250
per week to cover
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There are some key rules that
you follow:

* Never pay in advance
of works being carried
out, for example, “for
materials”. It is very easy
to open an account with
a builders” merchant and
receive over 30 days’
credit, so he shouldn’t
need money up front.

e Avoid paying in cash. If
your builder wants cash,
he may be trying to avoid
paying tax and national
insurance, which is illegal.
Only pay by cheque, to an
invoice. That way, if there
is a dispute, you have a
record of what was paid,

-

and for what goods or
services.

Pay promptly. Nothing
helps the relationship
flow better than receiving
money. You should aim
to pay the invoice 7 to 14
days after receiving it.

Communicate. If you are
unhappy about paying for
something, explain why.
Don't just withhold money
in silence, as this will be
seen as a breakdown in
communication and your
relationship will suffer.

Agree stage payments.
One of the best ways to
manage cash flow and
incentivise progress is to

agree to pay the builder
agreed sums when he
reaches certain stages of
the build. For example:

1. Site clearance and
foundations

Up to first floor level
Up to wall plate level
Roof carpentry

First fix electrical,
plumbing and
heating

6. Second fix

7. Completion

ol e e

Once a stage is completed
to your satisfaction, then you
should pay the builder the
agreed amount.
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You need to make sure

that your site is insured. If
you are employing a single
builder, then it will be his
responsibility to insure

the project to cover theft,
damage and personal
liability. Ask for a copy of his
insurance certificate before
works commence, as there
may be items which may not
be covered — for example

if you supply some of the
materials are they covered?
Does it cover subcontractor’s
plant and tools? If in doubt
ask your insurance broker.

If you are project-managing
your build, employing
subcontractors and
supplying some or all of
the materials, then you
need to cover the project
with insurance. There are

a number of specialist
insurers who can provide
you with the appropriate
cover. A good start would be
Buildstore, who can arrange
a policy for approximately
0.75% of your build costs.

Problems that regularly
occur can be reduced by
incorporating all of your
requirements in an agreed
contract. This can be a
simple as a letter, listing your
requirements and the agreed
price, which you both sign
and keep a copy of.

Or you can use a formal
contract, the most common
of which are produced by
the Joint Contracts Tribunal
(known as the JCT). This is
an industry body, whose
aim is to produce standard
contract documents, which
are readily accepted by the
industry and, importantly,
are fair to both contracted
parties. The JCT produces
a number of contracts for
different situations but the
three most relevant that you
could consider are:

e JCT Building Contract
for the Home Owner/
Occupier

This has been produced
specifically for the domestic

home market and particularly
for smaller projects like

an extension or a loft
conversion. However, it is not
really appropriate for a new
complete home build.

JCT MW98 Agreement
for Minor Works

Whilst there are no real
restrictions on the maximum
contract value that a minor
works contract can cover, the
general rule of thumb is for
works under £250,000. So
for the majority of new home
self-builds, this is the best
contract to use.

e JCT 1998 Intermediate
Form Of Building
Contract

The Intermediate Form

Of Contract (or IFC as it is
more commonly known)

is for larger scale projects.
Again there is no published
guideline, but best suited for
projects between £250,000
and £750,000.
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JCT contracts

If you are not used to
working with JCT contracts
it may be worthwhile to
employ a professional to
complete these documents
for you. If you make a
mistake and the contract is
signed, you are bound by
the mistake.

Employing a RICs qualified
quantity surveyor/
commercial manager, project
manager, or architect to
complete this document

for you will not cost a huge
sum, around £500, but the
comfort that it has been
done correctly will be worth
considerably more.

Some builders may resist
using a formal contract. If
so, reassure them that you
are not expecting problems
but the contract is there

to protect both of you
equally. If your builder is

still resisting, then you really
need to consider if you wish
to use this builder.
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The JCT contracts require
the appointment of a
contract administrator,
who will ensure that the
contract is fairly and properly
administered. If you are
already using a commercial
manager, architect or a
project manager, (s)he will
probably already be doing
this for you, but they will
have to be named in your
contract. Expect to pay
approximately 3% of your
build costs for this service.

Resolving disputes

The vast majority of
disputes can be resolved
by talking them through.
Both parties normally reach
a compromise, which is the
most sensible option.
Should this not be possible,
then it may be necessary to
bring legal action against
your builder or it might be
brought against you. If you
have a JCT contract in place,
then there is a clear dispute

resolution process to

follow, but this can be time-
consuming and you will
incur costs which may not be
recoverable should you win
the dispute.

In times like this, it is best
to get professional help

to see if the problem can
be resolved. You could
discuss this with a specialist
solicitor, but the best
starting point would be to
employ a chartered quantity
surveyor (who are experts in
construction contracts) and
discuss the problem with
him/her.

If you do not have written
contract, then you should
attempt to reach an amicable
solution but if this does not
work, speak to a specialist
solicitor or quantity surveyor.

For further advice please
contact John Shaw on 01780

755751

Alternatively, email
john.shaw@fourgroup.co.uk

Residential Projects: 10 Tips on Building
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