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Disclosure
NOTICE - Legal educational information is NOT the same as Legal Advice. The
application of law varies with an individual's specific circumstances. We
recommend you consult an Attorney and/or Certified Public Accountant if you
want professional assurance that this educational information, and your
interpretation of it, is appropriate to your particular situation.
Lawrence Harbolt, or Harlon Publishing LLC, their representatives, contractors,
and employees, do not offer legal, tax, or accounting advice and are not licensed
to do so.
Any charge of legal action or claims is hereby accepted for value.
This private email message, and any attachment(s) is covered by the
Electronic Communications Privacy Act, 18 U.S.C. §§ 2510-2521, and is for the
sole use of the intended recipient and contains privileged and/or confidential
information. To all public servants, including but not limited to Federal, State, or
Local corporate government(s): I accept your oath of office as your firm and
binding contract between you and me, one of the People, whereby you have
promised to serve, protect, and defend me, guarantee all of my unalienable
rights, and defend the Constitution for the united States of America. Any/all
political, private, or public entities,
International, Federal, State, or Local corporate government(s), private
International Organization(s), Municipality(ies), Corporate agent(s), informant(s),
investigator(s) et. aI., and/or third party(ies) working in collusion by monitoring My
(this email) emai1(s), and any other means of communication without My express
written permission are barred from any review, use, disclosure, or distribution.
With explicit reservation of all My rights, without prejudice and without recourse
to any of My rights. Any omission does not constitute a waiver of any and/or all
intellectual property rights or reserved rights.
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This publication is designed to provide accurate and
authoritative information in regard to the subject matter
covered. The following information is given or sold with
the understanding that the publisher is not engaged in
rendering any legal, accounting or other professional
services of any kind. If legal advice or other expert
assistance is required, the services of a competent
professional person should be sought.
From a Declaration of Principal jointly adopted by a
Committee of the American Bar Association and a
committee of Publishers and Associations.

Published By:
Harlon Publishing, LLC.
P.O. Box 41251
St. Petersburg, Florida 33743
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COPYRIGHT NOTICES
© Copyright Lawrence Harbolt, MMVIII. All Rights Reserved. The original

licensed purchaser of these materials is authorized to use all information
contained in this report for personal use only. These are copyrighted
materials.
Any unauthorized transfer or license, use, photocopying or distribution of
these materials to anyone else other than the licensed client/purchaser is
prohibited and will be prosecuted to the fullest extent of the law.
All rights reserved under International Copyright law. This publication may not
be reproduced, stored in a retrieval system, or transmitted in whole or in part,
in any form or by any means, electronic, mechanical, photocopying, recording
or otherwise, except for personal use, without prior express written permission
of the publisher.

LEGAL NOTICES
Some suggestions made in this publication concerning Real Estate, marketing
and advertising may be subject to varying regulatory laws in your state or
municipality.
The purchaser of these materials assumes all responsibility for the use of all
materials contained in this publication and adherence to all applicable laws
governing business practices, agency relationship, and any real estate
transactions engaged through the use of these materials. Always consult a
professional before committing to any transaction.

Published by Harlon Publishing, LLC,
P.O. Box 41251, St Petersburg, Fl. 33743
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Disclaimer
The materials contained in this book are believed to be
true and accurate. The contents of this report are a
collection of ideas from many sources of building
contractors and from many of my own personal
experiences. This material is designed to make you think
and do everything possible to prevent a contractor from
turning your rehab project into nightmare as well as a
money pit.
Always get professional advice when putting together
any contract with a licensed contractor. Do not use any
pre-made contracts or forms you find. Do not use the
forms contained in this book or use this report as your
sole source of information. All rehab projects are
different and no working agreement will always be the
same for every job. Get as much information as you can
from many good sources. Always consult your Attorney
when preparing a contractor work agreement, use
Licensed Contractors, and comply with all state and local
requirements.
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Rehabbing a property can be a fun and rewarding experience as you watch the
ugly duckling property you bought turn unto a beautiful swan right before your
eyes. Having been a licensed contractor myself for many years I understand both
sides of rehabbing as an investor and as a contractor. To me few aspects of real
estate investing are as pleasurable as planning, coordinating and completing a
rehab project. Once complete I know some lucky family will be enjoying that
home and a" of the new and shiny amenities you just installed into that property.
To be successful at rehabbing having a competent Contractor will make a
tremendous difference getting your projects completed on time and on budget.
The other side of that coin, a bad contractor can make your rehab project one of
the worst nightmares you will ever have in your life. Finding a quality Contractor
is essential if you plan to make money as a rehab investor who sells beautiful
retail properties to nice families. The key to finding a good contractor is how you
qualify them when you are interviewing them. Asking the right questions is
critical. Not only asking the right questions but also knowing how to be a
detective to check to see what type of work the contractor does and their history
is equally important if you plan to have a successful rehab team. In most cases
the research you do will help you select a more competent and stable contractor
who will be efficient and professional.
Even though you do your research if you know the best questions to ask the
contractors you find will make all the difference. Once you select a contractor,
even though you may have found them to be competent, have good references
and do professional workmanship having a well written Contractor Work
Agreement is very important. The following pages will show you what needs to
be addressed, the important issues along with the most important items to be
sure you have included in the agreement.
Please read the following pages carefully and always have your attorney review
your work agreement with the contractor before signing to be sure the work
agreement is adequate for what you are trying to accomplish and completely
legal for the state it is being used in.
Happy Rehabbing

Larry
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A successful home remodeling project is dependent upon finding an
ethical, reliable, competent and experienced contractor.
This is where your research must be as thorough as possible, including
background checks which will help to uncover any "skeletons" now, rather than in
the middle of your project should things begin to unravel. Your work is about to
begin!
I recommend hiring only licensed contractors.
Check with your State's regulatory agency which governs the licensing and
enforcement of building contractors. If you choose to hire someone without a
license you're on your own.
It's important to take the time to make a list of questions to ask all
contractors that you're considering hiring for your home remodeling or
building project.
Depending upon the scope and size of your project, choose the questions that
are relevant and important to you in order to make an informed decision.
Remember, you're the boss and your goal is to find the best match and candidate
for your remodeling or building project.

I Always Start My Interview Process Something Like This
Ask the contractor how long he/she has been in business and have they
done projects similar to yours.
Five years in good standing in your community is considered acceptable. Check
out those projects that are similar to yours. Be sure to ask the homeowners about
the contractor. Depending on the job, you should also check references from
material suppliers and financial institutions to determine whether the contractor is
financially responsible.
Pay attention to the contractors' response and reaction to your questions.
Ethical contractors will be open to answering your queries; it helps clarify both
parties’ positions. This is your money, your investment; don't hand it over blindly.
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When interviewing contractors pay attention to how you feel about him/her.
Are you comfortable talking with them, do you have a good feeling about having them
around for a few months or more. It's just as important to have a good working
relationship with the contractor as it is to have a contractor with great credentials.
Pay attention to the contractors' response and reaction to your questions. Ethical
contractors will be open to answering your questions; it helps clarify both parties’
positions. This is your money, your investment; don't hand it over without knowing
something about the contractor.
Next I Always Ask These General Questions
Are they licensed and insured, and what amount of liability insurance do they carry?
(Obtain a copy of the insurance policy.) Note: A Surety Bond is NOT liability insurance)
How long have they been in business?
Do they have experience with jobs such as yours, and can they provide you with a list
of references of those jobs?
Have they done work in your town before? (Verify with municipal planning or zoning
officials)
Do they have their own crew for some of the work, or do they rely solely on a stable of
subcontractors?
How many other jobs will they be working on simultaneously with yours, and how
available will their various subcontractors be?
How many jobs do you currently have going?
How many workers are used to manage those jobs?
Will they (the General Contractor) be working or supervising? If supervising, how much
time will they be on-site each day?
When are they available to start your project, and how long do they estimate it will
take?
Is their business a corporation or sole proprietorship?
1. Who are the principals?
2. Where is your office address? (Be wary of anyone using only a post office box!)
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I Also Ask ... What Are Their Management Skills?
How often do they communicate with their customers as the job is progressing?
Who fills in for them when they are not available?
How often will we be able to walk through the job? How much notice would they need?
Describe your approach to problem solving and resolving complaints regarding
workers, materials, workmanship?
Always require lien releases upon each payment. Ask if they have any problems with
that?
How do they approach cleaning the job site daily and at the end of major stages of
work?
What safety issues do they consider when leaving the job at the end of the day? Do
they keep track of weather changes in order to protect the structure?
If you have pets/children, ask what's the best advice you can give for keeping them
safe?
How much time will they spend on my job each week, either on site or in planning?
Employees and Subcontractors
Do they have employees, subcontractors or both?
How long have their employees/subcontractors been working for them?
Do they carry Workman's Compensation Insurance (required by the majority of States if
they have employees) and what type of liability insurance do they have for themselves?
Ask for copies of their insurance coverage to verify what they are telling you is true,
This is important; don't let your Homeowners Insurance become their claim for
coverage.
Do they check to make sure their sub-contractors are licensed and insured and can
they provide proof if they are hired?
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Legal Issues to Ask About
Have they ever had disciplinary action filed against them by any state or local
agency or a home owner? Why and how was it resolved?
Do they have any legal action against them related to your work? Have they had
any since being in business?
Have they been doing business under a different name in this state or any other?
Very important question and one they may not be truthful about; this is where
you'll need to do your detective work.
Have they had lawsuits filed against them regarding this business? Again, verify
this with the courts.
Have they ever declared bankruptcy? This is another issue to verify with the
courts.

Finally and Foremost of My List of Questions:
 What negative things would your worst customer say about you?
 Tell me about a customer who was unsatisfied and how the situation was
resolved.
In most cases an honest contractor won't be afraid to tell you at least one of their
horror stories.
Once I'm done asking my initial questions I start asking a few more
important questions such as I want to.....
Check for a history of complaints with the Contractors Board or regulatory
agency.
Verify that your contractor has a good record with your States' Contractors
License Board. Check for any disclosed complaint history and legal actions taken
against the contractor.
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Warning: Just because you don't find any record of complaints against a
contractor doesn't necessarily mean that no previous or current consumer
problems exist.
Problems may exist, but may not have been fully investigated and reported yet.
NOTE: It can take up to a year before the information will be made available to
the public. There was an incident reported about a claim eight months into the
construction nightmare, the customer discovered the citation notices against the
contractor that were available when they first checked the contractor's status
before signing an agreement with the contractor's company. Sadly, it became a
real nightmare for the customer. It is your responsibility to check every available
place this information is made available.
You could also check with your local Better Business Bureau but here again the
Better
Business Bureau is dependent on the Contractor's License Board for any legal
complaint history of any licensed contractor. However consumers who would not
bother with the Contractors Board may just file a complaint with the Better
Business Bureau and be done with it. Ask if they have had any other complaints
about your contractor If so, were those complaints resolved satisfactorily, or not.
For me, if there were complaints that's a red flag and I'd move on to the next
potential contractor.
Consider doing a more extensive background check on the contractor
you're thinking of hiring.
With tens of thousands of dollars or more of your money on the line, wouldn’t you
like to know if the contractor has a lien history, litigation history, bad debts or past
bankruptcy before signing a contract? Well of course you would. You can begin
by conducting a search of court records in your city/county to check for litigation
history and you can also check their lien history by doing a search through the
County Property Assessor's office that records these liens. Some of it you may
be able to do on line otherwise you'll have to physically go to these places to
conduct your search.
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subs that work on your project and keep track of when they have completed their
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Check references out and follow up with the homeowners.
Ask for both recent (12 months) as well as the last three years. You'll get a much
better picture of the contractor's current work and long-term standing with his
customers. Talk to the homeowners to verify quality of workmanship. Visit ongoing jobs and note jobsite conditions.
Some questions to ask previous homeowners this contractor has done
work for:
• Were they happy with the contractor?
• Did the contractor complete the job in the time frame they promised?
• How was the quality of work?
• Was the contractor readily accessible and did he respond to problems as they
arose in a timely manner?
• Did the contractor willingly make any necessary corrections?
• Did the workers show up regularly and was there supervision?
• Did the contractor keep the project moving?
• Did the project come in at the cost stated on the contract?
• Would you recommend this contractor and would you use him/her again?
NEXT...... Verify the-contractors' insurance.
Check for workman's compensation, general liability and surety bond coverage.
Call these companies and verify coverage. Ask for a copy of these certificates
and verify them by calling the insurance companies.
1. After you choose the contractor who will be doing your rehab project:
• Get an original "Certificate of Liability Insurance" naming the owner of the
contractors company as the "Certificate Holder".
• Be sure the "Certificate Holder" is also named on the "Certificate of
Liability Insurance" as "Additionally Insured". Make sure you are also
named on the certificate of liability insurance along with the owner of the
contractors company, both as additionally insured.
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2. Get a photo-static copy of the contractors "Certificate of Workmen's
Compensation" or get a copy of the contractors "Workman's Compensation
Exemption Certificate". It is important for you to know that this only covers the
owner for the "Named Person" on the certificate.
3. Make sure the contractor gives you a "Workman's Compensation Exemption
Certificate" for each person they will have working on your job (there is no statute
of limitations for workers compensation claims).
As a homeowner, if a worker is injured on your property and the contractor does
not have insurance you'll be responsible for picking up the medical bills. Don't let
your homeowners insurance become the contractor's liability coverage.
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CERTIFICATE OF LIABILITY INSURANCE
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Obtain from the contractor a list of building materials, suppliers and
subcontractors he uses for his projects.
Ask the contractor for the names of the sub-contractors he plans to use on your project
and then you need to check out their license status. The sub-contractors a contractor
uses may change from job-to-job so he/she may not be able to provide you with a list of
sub-contractors UNTIL you've agreed to hire that contractor. Then you're entitled to
know who he plans to use on your project. Just make sure that the contractor uses
licensed sub-contractors, obtain their license numbers and check their status with your
Contractors State License Board and make sure they are covered by the contractor's
insurance plan. If you have questions- by all means ask!
Verify that the contractor maintains a permanent mailing address, e-mail
address, published personal phone number, fax number, and a cell phone, or
voice-messaging system.
You want to be sure that you can reach him quickly in an emergency and that he's not
just working out of his truck or getting his calls answered at the local tavern.
Contact the suppliers to verify his credit standing.
Does the contractor have an account or does he pay on delivery? Most suppliers are
willing to extend credit to financially sound contractors. Contact the sub-contractors and
ask if the contractor pays them timely and if they have had any problems with
nonpayment. These are some simple checks that homeowners can conduct and it
bears repeating. It can reveal much about the contractor and save you from a horrible
nightmare you don't want to have.

Great! Now that you have a better idea how to interview a contractor, what the
right questions to ask the contractor are and know what to investigate about the
contractors business it's time to start thinking about some other aspects of the
process you may never have thought of. Once you’ve decided to work with a
Contractor and he and his company look squeaky clean. Although he looks
squeaky clean it is very important to follow up the interview process with a well
written Contractor Work Agreement designed to protect you in as many ways as
you can. Let’s start by thinking about what else needs to be addressed before the
contractor can start work on your project. At this point you need to know exactly
what you want done to the property.
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ASSUME NOTHING.
Get everything in writing right down to the manufacture, brand names, sizes,
colors etc. Review every detail to be sure ifs in your contract before signing.
Should it become necessary to involve the Contractors State License Board or
an attorney, the first thing they'll ask to see is that contract along with
specifications and plans? Your home remodeling project will live and die by that
contract!
Outline the work, including house measurements, what's in place and what you
want to add or change. If you can, find a draftsperson to draw up plans.
The plans and research will help set a budget. You might discover you can't
afford the bedroom or bathroom addition, or you can pull it off only if you don't
install luxury choices like granite countertops.
When you have a clear vision of the project, describe it verbally and in writing
with a contractor. Problems are often rooted in poor contracts. So be clear and
precise about the project.
Get at least three bids using the same set of plans so that you're comparing
apples to apples and have a better idea what the true cost of the project will be.
Make sure the plans include everything you want stated in the bid.
Be very specific regarding the quality of materials, name brands, colors, sizes
etc. that will be used or installed on your remodeling project. This is where the
specifications must contain every detail that you1re expecting to have included or
installed. Do not leave this up to the discretion of the contractor who may get
greedy using low-quality materials in order to beef-up profit margins.
Evaluate the bids. Make sure the bids cover the scope of work, warranties,
references, time frames and price.
Make a schedule. Talk to the contractor about construction phases, such as
demolition and electrical and plumbing work. Have the contractor mark down the
timing for each phase.
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Protect yourself from liens. Suppliers, workers and subcontractors can file liens against your
property to force you to pay if they are not paid. Ask the contractor for the disclosure statement
about lien releases.
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Protect yourself by making checks payable to both the contractor and the
subcontractor or suppliers. Before you make final payment, request a completed
lien release from all major subcontractors and suppliers.
For smaller projects a friendly style letter setting out the essential elements of the
agreement to ensure that a contract is formed would be a good idea. The key is
to list what you want and get the builder to formally acknowledge what you want
this is understood. The points I would recommend to cover would be along the
following lines:
 A brief description of the project. This should say what you are
expecting to end up with.
 The design information available.
 The price, any quotation or estimate, whatever the term used, should
be referenced in here.
 Any exclusions or not, for example highlight if the builder is to be
responsible for completing all works including unforeseen problems.
 Access to the site and hours of work.
 Any special terms of payment, such as interim payments if the job is
to take 3 or 4 months.
 The timescale from start and finish and when the start can, or is to
be, made.
 The opportunity to vary the work being carried out without breaking
the contract and what will happen to the price and the time.
 Who is responsible for obtaining any permission? For example you
may ask the builder to obtain all statutory permissions such as
planning and building regulations in his control and the builder may
rely on you to ensure that any covenants on your property are
complied with.
 Who is responsible for obtaining further information and any design
not yet fully completed? This could be important as the builder may
rely on you to obtain further information to complete the interior
design and latest dates could be important if the work is to be finished
as the agreed program.
 Any insurance matters.
 How any disputes will be resolved?
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It is important that two identical copies are produced and each party signs the
agreement. As we have said, the purpose is to clearly establish what is required
and what to do if things go wrong, it is tedious but important, it is what lawyers
call the all-important paper trail and it can save thousands of dollars. It is worth a
little effort in the planning stages. If the project is of a reasonable size it is
definitely important to seek professional advice at some point from your attorney.
Again when you complete the forms you need to be specific about the work you
want done. Your contractor could ignore anything you omit or leave unspecified
leaving you with little or no legal recourse.

The following page's is a form I designed to better help protect myself
when discussing what work needs to be done to your project. Without this
form I have had contractor's only complete part of the work we discussed,
demand full payment because they said we never talked about having the
other things done when in fact we did. This form works well to eliminate
that problem. I do a walk through with the contractor and we check each
item of work that needs to be done to my project. Once the walk through
has been completed I make a copy of the sheets for the contractor, I never
let the contractor have the original because I may never see it again. I want
to be in control. When using this form there is no doubt what work you
want to have done.
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First Time Around - Look Down
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Second Time Around - Look Up
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Your Contractor's Work Agreement needs to address the conditions, which
expand on what is to happen and how the work is to be controlled to specific
standards.
Now it's time to prepare the Contractor's Work Agreement. Let's go over some of
the most important things you need to address.
The Contractors Statutory Obligations
The contractor should be directed as to complying with statute and regulations and if
fees are applicable, for example with Building Regulations application directions as to
payment should be included.
The Parties to the Contract
You or your company and the Builder or his company.
The Work to Be Done
As set out on information in the quotation, specifications, drawings and any other
relevant documents.
Planning Permission
Identifies who will be responsible for obtaining planning, building regulation and party
wall approvals.
Using Facilities on the Premises
Allowing the contractor to use electricity, toilets, telephone and water if acceptable.

The Conditions & Intentions of the Parties
This sets out the obligations you and the contractor will be under for the duration of the
contract and any continuing obligations. The contractor is to carry out and complete the
work in the specification and on the drawings, under the conditions stated, to the
agreed standard, cost and time and you to pay for the work as agreed. It is worth noting
that one of your obligations could be to hand over the site to the contractor in its
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entirety to allow the contractor to carry out the work as required. This may
include unlimited hours unless you agree prior to signing, which could mean
problems if neighbors complain about late working. It is of prime importance to
agree what is wanted and expected to be carried out and who has access at the
start. See also comment above regarding responsibility for design and below
under architect for access to the works.
Commencement and Completion of the Project
This will include commencement and completion dates. Be aware that most
agreements state the completion date, as on or before. If before is a problem,
say so, but you may need professional advice on the implications of this.
The contractor can be held to the dates in this section so be sure that the dates
are properly agreed.
If the work is completed late as a result of circumstances within the contractor's
control you may be required to pay for additional costs such as hotel
accommodation. These costs may be claimed back from the contractor in certain
circumstances. The cost of this eventuality must be pre-agreed and written into
the contract if you are able to deduct the damages without resorting to court
assessment. The damages must be a pre-estimate of your loss - they cannot be
punitive.
Professional guidance should be sought in this area as reasonableness must
enter the equation and the contractor may add 2 or 3 weeks of the damages to
the estimate if there is any likelihood of late completion. Poor weather probably
would not entitle the deduction of damages.
Control of the Work
If you employ a professional to inspect the work in progress provision must be
made for that person to issue instructions and have access to the site. You will
have to agree with the professional the limit of their instruction authority. This
clause will contain authority for the contractor to sub-contract the work to subcontractors if this is to be allowed. It is vitally important that you have the ability to
vary the specification in case a change is needed or unavailability of something
that you have specified; this will have implications on the damages clause too. If
you require varying the terms of the contract this must be done in agreement with
the contractor and not unilaterally.
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Payment
The price for the agreed work is in the recitals and the clause sets out when the money
is due. You should note that whatever the contractor has called the price "an estimate",
"a quotation" or "my best guess" if the agreement is signed, that is the price for the
works described unless it is clear that the work is subject to re-measurement and final
price settlement. Professional advice is needed on that point. If interim payments are to
be made the details will be contained here. Some contracts provide for retention money
to be held often 10% of the contract sum until completion then 2.5% for a maintenance
period of 3-6 months. There may be a requirement for the money to be held by an
independent party such as a solicitor.
Injury, Damage and Insurance
The contract must contain directions to the contractor to insure. Many contract forms
place the contractor under an obligation to indemnify the employer against any claims
arising out of or in connection with the works and to take out insurance to cover the
obligation. This is to make sure that there is no gap between your protection and the
contractor's insurance. An important point is that the insurance is the property of the
contractor and a loss may initially be suffered by the property owner as any claim may
be directed at you, especially if the contractor has ceased work. Professional guidance
is recommended as joint named insurance is usually taken out. If you have a mortgage
the mortgagee will have an interest too and need to be added to the policy as
"Additionally Insured”.
Determination
These clauses set out what happens if the builder does not perform as required and it
becomes necessary to finish the job with another contractor. This is a potential
minefield and needs expert guidance around the potential problems. There is protection
here for the contractors should you not pay for the work as agreed or prevent access to
enable the contractor to carry out their obligations.
Dispute Resolution
The current route to dispute resolution is initially through an adjudicator, an
independent professional in the construction industry who will follow a strict formula and
timetable to give a rapid settlement. Such a person may be agreed on at contract
signing stage. The professional institutions will give guidance on the selection process.
You need expert advice if considering changes to these clauses.
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Product Guarantees
Appliance warranties should be passed to the customer and not the contractor.

Insurance
Whose responsibility is it to get insurance coverage the contractor or the customer?

Working Hours:
Any limits on the contractor hours on site.
Occupation of the Premises:
Giving access to the contractor and taking precautions against intruders.
Disputes:
The routes of dispute settlement through the courts or adjudication are referred to.
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The following pages are a sample Contractor's Working Agreement to give
you an example of what one should look similar to.
Parts of the Contractor Agreement-The following provisions are typically found
in a Contractor Agreement:
Names and Street Addresses of All Parties
Because contractors have been known to disappear without finishing a job or
after doing a defective job, make sure you have more than a P.O. Box and check
to make sure addresses and telephone numbers are correct before you sign the
agreement.
Specifications and Scope of Work
This section should be very specific, and should outline what is to be done, what
products are to be used by brand name or model number, colors, grades of
material, and any other relevant information. You need to include a provision
about cleanup after the project, such as removal of debris and dumpsters. This
section should also include a list of the steps to be taken and how the work is to
be done if there are alternative ways of doing the project. For example, how is
the flashing to be fixed around a chimney in a roofing project?
Price or How Price Is to Be Determined
The price should be clearly broken down and easy to understand. Be wary of
costs that are not determined until the end of the project. It would be better to get
a final price up front, but if you can't, at least be sure you know exactly how costs
will be calculated.

Approximate Timelines
You can never be exactly sure how long a project will take, so an approximation
should do, such as from June 20, 2008 to October 20 2008. Use dates instead of
periods of time, like "4 months." The term 4 months could be interpreted to mean
4 months of work spread over a 12-month period.
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Payment Schedule
1. You should never pay a large percentage of construction costs in advance. Some
states have limits on advance payment. In California, for example, you can only
be required to pay $1000 or 10% of the contract, whichever is less. Check with
your state's licensing agency to find out the rules in your states. Additional
payments should be made as the work progresses, but payment schedules
should be tied to work performance and not to dates. So a payment should be
made when a certain amount of work has been completed. Don't' make the final
payment (usually around 10%) until after you1ve completely inspected the work
and after any required inspections by building officials have been completed.
Also don't pay before the contractor has proved that he or she has paid all the
subcontractors and suppliers who could put a mechanic's lien on your property.
Only pay the contractor for work that has been "completed". Never paid more.
For instance, if you believe your job is 20% complete, never pay the contractor
more than 20% of what you owe them for the entire job.
o When "ALL” work has been done to your satisfaction be prepared to pay
the contractor (s} of all of what you owe them. But first,
o In hand, exchange with the contractor a "Waiver and Release of Lien"
signed and dated by each contractor in exchange for each payment made
as well at the final payment you owe to the contractor (s}. "NEVER", give a
check to the contractor until you have the signed and dated "Waiver and
Release of Lien" in your hand.
Contractor Will Arrange For Permits
o Make sure each contractor or sub-contractor pulls any and all permits
needed for their respective portion of the job as required by the
municipality that requires the permits.
o Require visible proof that the required permits that are needed were pulled
before allowing the contractor to start work on your job.
o Always call the "Building Department" in the municipality where your rehab
property is located to see if there are any "Open Code Issues" on the
property before you buy it.
The contractor should obtain any permits that are required and should check to see if
there are zoning problems with your project. You can be fined or required to remove
improvements if these requirements aren't met, so this is an important provision.
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Guaranties and Warranties by the Contractor
The contractor should give you a written warranty that the contracting company will be
responsible for the failure of a subcontractor to perform adequately and a warranty on the
workmanship and materials used by the contractor for a specified period of time.
Bonds
This section should also include any bonds you and the contractor have agreed on.
Provision for Additional Work
Sometimes additional work is needed that no one anticipated, such as work to repair termite
damage. An agreement for additional work is often called a change order. Specify that
additional work can only be done upon written agreement of the parties so that you can make
sure the specifications for additional work are as carefully drafted as in your original
agreement.
Termination
This clause usually sets out the amount of notice either party must give to cancel a contract.
Conflict Resolution
This section can require the parties to resolve differences outside of litigation, such as by
requiring arbitration of the dispute. You can also provide for liquidated damages, or an agreed
upon amount that one party will pay if he or she fails to fulfill some part of the contract.
You can have a look at the points below which outline the main headings, to familiarize
yourself with the important points the standard forms of agreement contain. This is the front
section, which sets out the parties to the agreement, what is required and what information the
agreement is based on and how much you will have to pay for the described work.
The parties are basically you and the contractor, but may include an agent such as an architect
or surveyor. A point to be aware of is that many contractors may employ subcontractors
especially for specialist works. You may wish to have a contractual link to these subcontracting companies in case the main contractor ceases work so that the sub-contractor is
obligated to carry out and complete the work to a proper standard and be responsible for
defects is available direct to you. You should seek advice on this, as warranties can be
complex.
It is important to be sure if the contractor is responsible for designing and building as a
package or is only responsible for building to a design someone else has prepared.
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What Should Every Contract Include?
A home improvement contract should address several specific issues, outlined
below. This list contains things you may not require in every contract. For
example, a kitchen remodeling in your home that is one hundred feet from the
nearest neighbor probably doesn't need an anti-noise provision.
[?] Preamble, A preamble is an introduction that states names, addresses, phone
numbers, and the date the contract is executed. It should specify whether the
contractor's business is a sole proprietorship, a partnership, or a corporation. (If it is a
partnership or a corporation, make sure the person who signs is an authorized
representative.) The preamble should also state that the remodeler is an independent
contractor, not your employee. Otherwise, you might be responsible if the builder
injures someone. You should also add the contractor's Federal Employer Identification
Number. The contract price should state the total dollar amount, including sales tax, to
be paid by the homeowner for services agreed to in the contract.
[?] Starting and completion dates. No contractor is likely to begin until after your right
to rescission has safely passed. Specify an end date, stating exceptions such as
weather, strikes, and so on. You may want to add a bonus-penalty clause if the date is
critical. Specify a daily starting time if that matters to you. Consider interim completion
dates for key phases of big jobs.
[?] Scope of work. Contractors may shy away from a clause as broad as "all labor,
materials, and services necessary to complete the project." But be cautious of being so
specific in the tasks and materials listed that anything else becomes an "extra" or a
"change order," which may be billed separately.
[?] Description of materials. See that complete descriptions of agreed-to products
are listed, including brand names and order numbers. Plans and specifications, bids,
estimates, and all other documents relating to the project are part of the scope of work.
Make sure that copies of these are attached to all copies of the contract before you sign
it.
[?]Permits, licenses, and zoning. Specify that the contractor will obtain all necessary
licenses and permits and satisfy all zoning regulations and building codes, and
indemnify the homeowner in case the contractor fails to do so.
[?] Cleanup policy. Will the contractor clean up daily? After each subproject? Only at
the end? Where is refuse to be placed?

41

www.larryharbolt.com | © Copyright Lawrence Harbolt, MMDCCLXII A.U.C.

How To Deal With Contractors Like a Professional Rehab Pro
[?] Storage. Specify where materials and equipment will be kept. You are probably
liable for damage to materials and equipment from fire or accidents, so be sure to
check your homeowner’s policy and make sure these are covered.
[?] Parking. If parking is a problem, have the contract deal with parking arrangements
for the contractor’s vehicle as well as the subcontractor's.
[?] Noise. Some is inevitable, but place limits on time and volume, according to local
laws and neighborhood needs. You may wish to set specific times when work may
begin and when it must end each day. That way you won1t have the contractor
disturbing the neighborhood every evening.
Theft. Building materials are often stolen. The contract can make either the contractor
or the owner responsible.
Damage. What if the retaining wall collapses when they1re digging for the new
swimming pool? You’ll want the contract to state that the contractor is responsible for
damage to your property. If the contractor or a subcontractor will be doing any blasting
to remove something from your property, the contract should state that the contractor is
also responsible for damage to your neighbor1s property. You don’t want to have to
pay for your neighbor’s cracked foundation.
Change orders. Very few jobs go exactly as planned, which requires that the contract
have a provision that enables it to be amended simply and easily. The contract should
provide that change orders can be written up, signed by both parties, and attached to
the contract as plans change or delays occur. See the sample on this page for specific
wording of this contract clause.
Warranties. The contract should assure that the materials are new, and that you will
receive all warranties from manufacturers for appliances and other materials used on
the job.
Progress payments. Contractors don’t expect to be paid entirely in advance, but they
also don1t expect to wait until all work has been done. It is customary to pay one-third
upon signing a contract to allow the contractor to buy supplies and get started. In
smaller projects, two payments may suffice. In larger ones, plan to make payments
after completion and approval of major phases of the work. In all cases, make your final
payment as large as possible, usually at least 10 percent, payable only after the entire
job is completed.
Financing contingency. If your ability to proceed with the project depends on securing
outside financing, include a contingency clause stating that the contract is not binding if
you are unable to secure the needed funds on acceptable terms.
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Suppliers and subcontractors. Ask for a list of subcontractors and suppliers and
attach it to the contract with their addresses, telephone numbers, and Social Security
numbers. Although you are not their boss, they probably have a right to place a lien on
your home if the contractor does not pay them in full. It's only fair that you know who
they are, should legal action become necessary. If you prefer, arrange to pay suppliers
and subcontractors directly.
Lawyer's fees. You should also consider including a provision in the contract that if the
contractor breaches (violates) the terms of the contract; you are entitled to recover a
reasonable lawyer's fee, in addition to damages. In many states, unless the contract
contains such a provision, you will be unable to recover your legal fees from the
contractor even if you win in court.
Independent Contractors Agreement. It is critical to you to have each contractor you
hire to fill out and sign an Independent Contractors Agreement before starting your job.
The Independent Contractors Agreement is a statement saying that the contractor is
not your employee they are an independent contractor who works without your daily
directions and is not on your payroll. The independent contractor usually gets paid as
work is completed and not by the hour.
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INDEPENDENT CONTRACTOR AGREEMENT
The Following Outlines Our Agreement
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INDEPENDENT CONTRACTORS HOME REPAIRS AND REMODELING WORK AGREEMENT
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Answers to Contractor Questions
A homeowner recently asked a question about Mechanics' Liens and contractor
licensure. Although my answer was to the homeowner, it is important for
contractors to understand when they have rights.
The homeowner stated that she had "hired" her swimming pool maintenance
man to move swimming pool equipment, which included pouring some concrete.
She was told that the work would cost under $500, but more than $300.00. She
was also told that this was beyond the capability of the swimming pool
maintenance person who subcontracted it to a duly licensed contractor. The duly
licensed contractor then sent her a bill for more than $700. The swimming pool
maintenance person told the homeowner that it took a little more work than he
expected, and that he would settle it with the licensed contractor for $475; the
homeowner paid the $475. Now, the duly licensed contractor is threatening to
place a lien on the residence for the balance.
This raises a number of questions. First, is a "subcontractor" of an unlicensed
contractor -entitled to collect the money? Second, can this "subcontractor" place
a Mechanics' Lien on the house without having given a Preliminary Notice?
Lastly, from practical standpoint, what is going to happen?
The answer to the first question is that it has been held that a contract "executed
by an unlicensed contractor" is void and therefore creates no rights to an
assignee of that unlicensed contractor. However, a material supplier to that
subcontractor maintains his or her lien rights. Although we know of no decision
dealing with a subcontractor's lien rights when the subcontractor deals through
an unlicensed contractor, it is a violation of the license law for a licensed
contractor to deal with an unlicensed contractor. Therefore, one might argue that
the contract between the unlicensed contractor and the licensed contractor is
also illegal. This has not yet been decided.
The second question is easy to answer. A subcontractor (one who does not have
a direct contract with the owner) is required to give a Preliminary Notice to the
owner as a prerequisite to recording a Mechanics' lien. Further, the only recourse
that the subcontractor has against an owner is through the Mechanics' lien
process. That is because the subcontractor does not have a contract with the
owner and therefore cannot sue the owner for compensation. In this case,
because the subcontractor did not serve a Preliminary Notice, the subcontractor
is not entitled to a Mechanics' lien.
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The last question is also relatively easy to answer. When one records a Mechanics lien,
it does nothing other than tie up the property until a lawsuit is filed to foreclose on that
Mechanics' lien. That is to say that a civil action is filed to foreclose on the lien or the
lien will do nothing. Therefore, the contractor will probably have to hire an attorney to
file suit to collect on the Mechanics' lien. In that a lawsuit attempting to foreclose on a
Mechanics' lien is not based on contract, but is based on the value of the improvement,
no attorney's fees are awarded.
Therefore, in our scenario, even if the subcontractor were able to legally record and
foreclose on a Mechanics' lien, it would not make economic sense because the
subcontractor would not be able to recover attorney fees.
In this scenario, the "subcontractor" had no right against the owner because his
relationship to the owner was through an unlicensed contractor, and because he gave
no Preliminary Notice. Even if the contractor had lien rights it would probably cost more
to enforce the rights than he would recover. Contractors should keep all of these items
in mind, especially working with unlicensed contractors and failing to give a Preliminary
Notice.
As an aside, the subcontractor has also subjected his license to discipline by aiding and
abetting an unlicensed contractor (the swimming pool maintenance man). He also
violated a little known rule requiring subcontractors to give a Preliminary Notice if one is
required.
Avoid Liens
People who work on your construction project who don't have contracts directly with
you, such as subcontractors and suppliers of materials, can put mechanic's liens on
your property if they aren't paid for work on the property. Because of this, you want to
ensure that your general contractor pays everyone who has the ability to place a lien.
Make sure you keep track of all the people who can place a lien and monitor when the
contractor pays them. You can ask to have documents called conditional releases from
those entitled to liens. These documents tell you how much is due in payment and that
all claims to a lien will be released if the amount is paid. You can ensure the amount is
paid by writing checks jointly to the contractor and the subcontractor or supplier. After
you have paid, you should receive a release from each of the potential lien holders.
Keep them for your records. Make sure all these amounts have been paid before you
make the final payment to the general contractor.
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It doesn't hurt to consult with a construction attorney if you run into a difficult situation or
have questions about your contractor agreement that you can't find the answer to. An
experienced construction attorney may end up saving you time and trouble in the end.
A few different areas of dispute arise in these situations:
Poor Workmanship or Defective Materials.
An owner may object to the quality of workmanship, either by the general contractor or
by a subcontractor hired by the general contractor, or to the quality of materials used. It
will be much easier to resolve this kind of dispute if the contractor agreement is very
clear in specifying what materials to use and how the project is to be done. If the
construction contract is vague, and says something like, "good quality materials/I the
owner may find that his or her idea of good quality is not the same as the contractor's
and it will be very difficult to prove what the contract meant.
Failure to Complete On Time.
If the contractor agreement specified an approximate time for the completion of the
project, the general contractor negligently failed to complete the project on time, and
the owner suffered damages because of the delay, the owner may claim compensation.
An amount of damages can be agreed upon at the time the contractor agreement is
signed to cover this kind of breach on the part of the contractor. (This is called
liquidated damages.)
Damage to the Property.
A contractor may cause damage to the property while doing the project that isn't
covered by the contractor's insurance. This is why it's important to make sure the
general contractor has up-to-date liability insurance.
Type of Claim
When an owner brings a lawsuit or other claim for breach of a construction contract
there are two different ways of determining construction contract damages. The first,
and most common, is that the owner can recover the amount of money it will take to
repair defects or make the structure conform to the original plans and specifications for
work and materials. In other words, the owner recovers damages in an amount needed
to fix the home and make it the way it was supposed to be under the contractor
agreement.
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There's an exception to this rule, however. If the contractor can prove that to tear out
work and repair defects would be unreasonable economic waste, the owner's damages
are calculated another way. In that situation the owner is entitled to recover the
difference in the value of the property as it exists and the value it would have had if the
work had been done properly.
Alternative Dispute Resolution
Several states have dispute resolution programs for conflicts between owners and
licensed contractors. Some states also have funds available to compensate owners
who have been injured by contractors. Contact your state's licensing agency to see if
your state has such a program.
You may want to include a provision for resolving disputes in your contractor
agreement at the beginning of the project. For example, you can require that disputes
be resolved in arbitration, which is usually faster and less costly than litigation.
There are 2 primary keys to successfully working with a building contractor. The first is
to choose the right contractor, and the second is to use a very complete contractor
agreement. The clearer the construction agreement, the less likely there will be
disputes or disappointment over work done in an unsatisfactory way.
Your contractor will likely give you a written bid for the project. Be aware that if you
accept a contractor's bid on a project by signing it, your signature may be interpreted as
agreement to the bid as the construction contract. You will want your contract with the
contractor to be more complete than the bid, so put your agreements with the
contractor in a formal written contract instead of signing the bid. It's ok to sign the bid if
there is language there that indicates that the bid does not constitute a formal
construction agreement between the parties.
Contract Forms
Be careful of construction agreements on printed forms. The contract may give the
contractor more control than you want or have provisions you don't agree to. Be
particularly careful about blank spaces. Cross out blank spaces so they can't be filled in
later.
Consulting an Attorney
If you have any questions or anticipate any legal problems with your project, it will be
worth the money to consult with a qualified construction attorney and get advice on
your project. This is particularly true if there is a high project cost.
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