
Construction

Types of Contractors

Tier 0

Largest, wealthiest, 
experienced.

Major Commercial Projects

Motorways

Highways

Hospitals

Universities

Shopping centres

Office Towers

Tier C

Commercial Projects

Specialised

Shopping centres

Industrial buildings

Residential Apartment 
Complexes

Tier I

Too Many, Mainly 
Residential, Smaller 
project residential and 
commercial.

Contractor Selection

Establish Credibility

Licence and registration number

Legal Name and contact details

Company profile

Years of experience

Current and past projects

references from ex-
clients with projects 
similar to yours.

Visit a current site

Adequate site supervision

use of material efficiently and effectively

Chaos or Organised

Is the site clean and safe?

If Possible, interview an ex-client

Reliable / efficient?

Did they build to project schedule?

How were the inspections?

Any issues? what were they?

Easy to get in touch with?

Types of Contracts

0. Fixed Price or Lump-Sum Contract

Specified Scope for a fixed Price
Scope must be defined 
- for contractor to fully 
estimate the project.

Most common in residential contracts.

Variations
Changes to scope of works.

Changes to prime cost and 
provisional sum items.

Fixed Price contract may not cover all the works.

You can also have a separate contract for landscaping.

Turnkey Ready to move in. 

C. Cost Plus Contract

Have no upper limit

Contractor is less motivated to save

Used when developer/
owner agrees to pay 
for the work directly.

Buy own material

Select their own sub contractors

Cost + Fixed % (Margin)

Cost + Fixed Fee

Cost + Fixed Fee, Max Price

Cost + Fixed Fee, Bonus

Cost + Fixed % + Max Price + Bonus

Cost + Fixed Fee or % with agreement to 
share any cost savings.

I. Design & Construct (D & C)

Contractor does everything

Hire consultants

Design the project

The owner can still accept or 
not accept the design, but is no 
longer responsible for 
coordinating or managing.

Once design is approved, the 
contract supervises the 
construction 

Preferred

Fast tracks schedules

Single point of responsibility

Reduced design timeframes

Reduced construction program

Minimum variations

greater cost certainty - making 
the project more acceptable to 
lenders

Reduced conflict

Turnkey

Contractor designs, finances 
and completes the project. At 
completion, the developer 
pays full cost.

Developer knows the exact price of construction.

[. Construction Manager / 
Construction Management

Owner builders can hire construction managers

Construction manager, as per their skills, 
can help reduce costs.

Fixed Price + Bonus

Monthly Fees

Tender

Consulting Team

Project Manager

Development Manager

Architect

Estimator Bill of Quantities

Quantity Surveyor

Materials and Specifications
Interior Designer

Architect
Details

Joinery Drawings

Colour Scheme

Finishes Schedule

Issued Through

Expression of Interest Used for short listing.

Request for Information (RFI)
Used in planning stage to assist in 
defining the project, but not to select 
suppliers.

Request for proposal

Used where project requirements 
have been defined but an 
innovative or flexible solution is 
needed.

Request for Tender Invitation to tender to a short listed pool for contractors.

Builder Broker

Types

Open Tender
Via Public Advertisement

Evaluation against stated criteria

Selected Tender

Open to your short listed 
contractors. Recommended 
by your Development 
Manager, Architect etc.

Invited Tender
Developer contacts a select 
number of contractors 
directly.

Steps in Tender Process

0. Determine Type of Tender.

C. Prepare Tender Documents

Drawings

Material and Specifications PC Items (Prime Cost)

Contractural terms

Type of contract

Duration

Off-Days allowance Days allowed for Inclement Weather.

Scope of Works Including Landscape / Exclusing landscape

Reports and Permits

I. Invite Contractors

[. Tender Deadline Close of tender

_. Notification and Debriefing
Inform the successful and 
the unsuccessful 
contractor.

`. Sign Building Contract

What should be in the 
building contract?

Contractor Details | 
Contact Details 
(Both Parties)

Licence Number

Terms and Conditions

Scope of Works
Drawing Register

Reports & Permits

Contract Price Inc GST or Ex GST??

Commencement 
and Completion 
dates

Must include 
allowance for delays

Number of days allowed for 
unexpected delays and 
inclement weather.

Dollar amounts and timing of progress 
payments, inline with completion of 
works and according to the bank's 
approval.

Provisional Sum

An estimate of the cost of carrying out particular work. The 
estimate includes the cost of supplying any materials needed 
for the work. An estimate is required if, after making all 
reasonable enquiries, the builder cannot give a definite 
amount for the item at the time the contract is entered into.

For example, when estimating for earthworks and excavation at 
the beginning of a job, the builder can work out a fairly good 
estimate of the amount of money required for the job without 
knowing what is actually under the ground. However, it is 
impossible to be absolutely certain about the final costs as it is 
based on rates. If the total volume in MI of rock excavated was 
greater than the estimated amount, then the increase in cost is 
based on the rate stipulated in the contract.

Any difference between the provisional sum listed 
in the contract and the actual cost is paid by the 
client. This in effect changes the contract price.

Ex: White goods, light fittings. 

Prime Cost

A prime cost item is an allowance in the contract for the 
supply of necessary items not yet finally selected or for 
which the contractor is unable to give a definite price at 
the time the contract is signed, despite making 
reasonable enquiries. For example: tiles, landscaping, 
taps, door furniture etc.

Clause: That states that the all works will comply with Building Code of Australia.

All Definitions Key words and phrases.

Implied Warranties and necessary insurances

The contractor acknowledges that the site is suitable for the 
proposed work & has obtained foundation data and soil 
report. It is their responsibility to satisfy themselves that the 
foundation data is accurate.

IMPORTANT:
Contract Date - The day the contract is 
signed by both parties. It is different from 
Construction commencement date.

In both cases an allowance will be 
made for the cost of the prime cost or 
provisional sum. If Amount Allowed > 
Cost, then owner gets a credit. If 
Amount allowed < Cost, then 
contractor can charge a margin on the 
cost exceeding the allowance & this 
margin must be stated in the contract.

Before Construction Commencement

Schedule of Progress Payments

Deposit _%

Base Stage 0h%

Frame Stage 0_%

Lock Up I_%

Fix Up C_%

Completion 0h%

Monthly Draw Down

Site Meetings Schedule

Project Schedule - Gnatt Chart Project Schedule.pdf

Arrangement with QS

Progress Claims

Contractor notifies the Developer / QS together.

QS then assesses the claim, of whether or not 
the work has been completed.

QS only assesses the labour and 
material consumed for that stage. 
QS does not assess the material on 
site.

QS and Builder make a time to 
meet on site for assessment of the 
claim.

QS signs off on the completed 
work and a claim is sent to the 
financier.

Financier or lender pays the contractor directly.

Retention

Retention is a percentage (often _%) of the amount certified as due to the 
contractor, that is deducted from the amount due and retained by the client. The 
purpose of retention is to ensure that the contractor properly completes the 
activities required of them under the contract. Retention can also be applied to 
nominated sub-contractors, and the main contractor may also apply retention to 
domestic sub-contractors.

Most lenders would like to see a retention clause in the construction contract for _-0h%

Amount is refunded in full at the completion of the defects liability period.

Builders Liability Period

aka Builders Warranty Period

Rectification

Defective Material

poor worksmanship

Structural defects
Building Surveyor

Structural Engineer

Usually i-0h years depending 
upon the state you are in.

Defects Liability Period
Rectification of minor defects

Usually ` months

Insurance

Home Owners Warranty Insurance

Management Liability Insurance Public Liability Insurance

Contracts Works

VMIA > QBE (Assessment) https://www.vmia.vic.gov.au/

Extra Resources

http://www.consumer.vic.gov.au/housing-and-
accommodation/building-and-renovating/checklists/
implied-warranties-and-domestic-building-insurance

http://www.consumer.vic.gov.au/housing-and-accommodation/
building-and-renovating/checklists/building-contracts

Building Contract Checklist Building contracts checklist - Consumer Affairs Victoria.pdf



Types of Contractors

Tier &

Largest, wealthiest, 
experienced.

Major Commercial Projects

Motorways

Highways

Hospitals

Universities

Shopping centres

Office Towers

Tier C

Commercial Projects

Specialised

Shopping centres

Industrial buildings

Residential Apartment 
Complexes

Tier I
Too Many, Mainly 
Residential, Smaller 
project residential and 
commercial.



Contractor Selection

Establish Credibility

Licence and registration number

Legal Name and contact details

Company profile

Years of experience

Current and past projects

references from ex-
clients with projects 
similar to yours.

Visit a current site

Adequate site supervision

use of material efficiently and effectively

Chaos or Organised

Is the site clean and safe?

If Possible, interview an ex-client

Reliable / efficient?

Did they build to project schedule?

How were the inspections?

Any issues? what were they?

Easy to get in touch with?



Types of Contracts

!. Fixed Price or Lump-Sum Contract

Specified Scope for a fixed Price
Scope must be defined 
- for contractor to fully 
estimate the project.

Most common in residential contracts.

Variations
Changes to scope of works.

Changes to prime cost and 
provisional sum items.

Fixed Price contract may not cover all the works.

You can also have a separate contract for landscaping.

Turnkey Ready to move in. 

G. Cost Plus Contract

Have no upper limit

Contractor is less motivated to save

Used when developer/
owner agrees to pay 
for the work directly.

Buy own material

Select their own sub contractors

Cost + Fixed % (Margin)

Cost + Fixed Fee

Cost + Fixed Fee, Max Price

Cost + Fixed Fee, Bonus

Cost + Fixed % + Max Price + Bonus

Cost + Fixed Fee or % with agreement to 
share any cost savings.

Q. Design & Construct (D & C)

Contractor does 
Everything

Hire consultants

Design the project

The owner can still accept or 
not accept the design, but is no 
longer responsible for 
coordinating or managing.

Once design is approved, the 
contract supervises the 
construction 

Preferred

Fast tracks schedules

Single point of responsibility

Reduced design timeframes

Reduced construction program

Minimum variations

greater cost certainty - making 
the project more acceptable to 
lenders

Reduced conflict

Turnkey

Contractor designs, finances 
and completes the project. At 
completion, the developer 
pays full cost.

Developer knows the exact price of construction.

W. Construction Manager / 
Construction Management

Owner builders can hire construction managers

Construction manager, as per their skills, 
can help reduce costs.

Fixed Price + Bonus

Monthly Fees



Tender

Consulting Team

Project Manager

Development Manager

Architect

Estimator Bill of Quantities

Quantity Surveyor

Materials and Specifications
Interior Designer

Architect
Details

Joinery Drawings

Colour Scheme

Finishes Schedule

Issued Through

Expression of Interest Used for short listing.

Request for Information (RFI)
Used in planning stage to assist in 
defining the project, but not to select 
suppliers.

Request for proposal

Used where project requirements 
have been defined but an 
innovative or flexible solution is 
needed.

Request for Tender Invitation to tender to a short listed pool for contractors.

Builder Broker

Types

Open Tender
Via Public Advertisement

Evaluation against stated criteria

Selected Tender

Open to your short listed 
contractors. Recommended 
by your Development 
Manager, Architect etc.

Invited Tender
Developer contacts a select 
number of contractors 
directly.

Steps in Tender Process

P. Determine Type of Tender.

Q. Prepare Tender Documents

Drawings

Material and Specifications PC Items (Prime Cost)

Contractural terms

Type of contract

Duration

Off-Days allowance Days allowed for Inclement Weather.

Scope of Works Including Landscape / Exclusing landscape

Reports and Permits

V. Invite Contractors

W. Tender Deadline Close of tender

X. Notification and Debriefing
Inform the successful and 
the unsuccessful 
contractor.

Z. Sign Building Contract



What should 
be in the 
building 
contract?

Contractor 
Details | Contact 
Details (Both 
Parties)

Licence Number

Terms and Conditions

Scope of Works
Drawing Register

Reports & Permits

Contract Price Inc GST or Ex GST??

Commencement 
and Completion 
dates

Must include 
allowance for delays

Number of days allowed for 
unexpected delays and 
inclement weather.

Dollar amounts and timing of 
progress payments, inline with 
completion of works and 
according to the bank's approval.

Provisional Sum

Prime Cost

Clause: That states that the all works will comply with Building Code of 
Australia.

All Definitions Key words and phrases.

Implied Warranties and necessary insurances

The contractor acknowledges that the site is suitable 
for the proposed work & has obtained foundation data 
and soil report. It is their responsibility to satisfy 
themselves that the foundation data is accurate.

IMPORTANT:
Contract Date - The day the contract is 
signed by both parties. It is different from 
Construction commencement date.

In both cases an allowance will be 
made for the cost of the prime cost or 
provisional sum. If Amount Allowed > 
Cost, then owner gets a credit. If 
Amount allowed < Cost, then 
contractor can charge a margin on the 
cost exceeding the allowance & this 
margin must be stated in the contract.



Before Construction Commencement

Schedule of Progress Payments

Deposit 7%

Base Stage :;%

Frame Stage :7%

Lock Up @7%

Fix Up B7%

Completion :;%

Monthly Draw Down

Site Meetings Schedule

Project Schedule - Gnatt Chart Project Schedule.pdf

Arrangement with QS



Progress Claims

Contractor notifies the Developer / QS together.

QS then assesses the claim, of whether 
or not the work has been completed.

QS only assesses the labour and 
material consumed for that stage. 
QS does not assess the material on 
site.

QS and Builder make a time to 
meet on site for assessment of the 
claim.

QS signs off on the 
completed work and a claim 
is sent to the financier.

Financier or lender pays the contractor directly.



Retention

Retention is a percentage (often 0%) of the amount certified as due to 
the contractor, that is deducted from the amount due and retained by 
the client. The purpose of retention is to ensure that the contractor 
properly completes the activities required of them under the contract. 
Retention can also be applied to nominated sub-contractors, and the 
main contractor may also apply retention to domestic sub-contractors.

Most lenders would like to see a retention clause in the construction 
contract for 0-CD%

Amount is refunded in full at the completion of the defects liability period.



Builders Liability Period

aka Builders Warranty Period

Rectification

Defective Material

poor worksmanship

Structural defects
Building Surveyor

Structural Engineer

Usually @-BC years 
depending upon the state 
you are in.



Defects Liability Period

Rectification of minor defects

Usually 3 months

Release Retention amount at the end of liability period. 



Insurance

Home Owners Warranty Insurance

Management Liability Insurance Public Liability Insurance

Contracts Works

VMIA > QBE (Assessment) https://www.vmia.vic.gov.au/



Extra Resources

http://www.consumer.vic.gov.au/housing-and-
accommodation/building-and-renovating/
checklists/implied-warranties-and-domestic-
building-insurance

http://www.consumer.vic.gov.au/housing-and-
accommodation/building-and-renovating/checklists/
building-contracts

Building Contract Checklist Building contracts checklist - Consumer Affairs Victoria.pdf


