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Get It In Writing!

MICHAEL STERN

ontracts for construction work

are an easily overlooked but

highly significant part of ensuring
an historic property’s endurance. A
good written contract lays the
groundwork for a positive relation-
ship between property owner and
contractor. It clearly sets forth what
can be expected from each party.

The complexity, cost and scope of
the project dictate the level of contract
documentation that is necessary.
Whether you use complete ATA
(American Institute of Architects)
standard contracts for construction or
a simple co-signed letter of agreement,
the basic principle remains the same:
get the agreement in writing.

Most congregations find them-
selves in the grey area between a
“handshake” agreement and a full-
blown construction contract that is
put out to bid. In this article, I will
discuss contracts for smaller-scale
projects that are most typical for
religious congregations. Major capital
improvement programs will require
the use of comprehensive documenta-
tion and contracts and will zot be
covered in this article.

Laying the Groundwork

Before construction contracts for
repairs or restoration are executed, I
assume the following preliminary
steps have been completed:

1. An overall building conditions
assessment is prepared, preferably by
a professional architect or engineer.
This assessment identifies the overall
building problems, prioritizing which
repairs should come first.

2. Money for work is raised,
based on an estimate of costs from the
conditions assessment. Avoid starting
on a project which is beyond the
financial means of the congregation.

3. A building committee is
organized, and a single representative
of your institution is appointed to
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communicate with contractors and
administer construction contracts.

4. A list of at least three qualified
contractors is prepared. Good sources
for referrals are neighboring churches
that have completed similar work.
The Historic Religious Properties
Program also maintains a list of
contractors with experience in
working with historic buildings, or
call your denominational offices or
the city’s Historical Commission.
Don’t forget to contact the contrac-
tors’ references.

5. Contractors bid on the same
written scope of work. The scope of
work is a detailed description of the
work project and may include specifi-
cations for products, methods of
repair or architectural drawings. It is
essential that each firm be briefed in a
consistent fashion. If you are unsure
about defining the scope of work, an
architect may prepare bid documents
and specifications, often for a reason-
able cost.

6. Contractors provide proposals,
which include price, scope of work,
and a schematic description of
methods and materials. Standard unit
costs or square-foot take-offs are
clearly broken down, and a time
schedule is included. The contractor
may provide alternatives for materi-
als, so that you can have a range of
options and costs from which to
choose, but be sure to accept only
legitimate substitutions. Do not let a
contractor experiment on your
building with unproven materials or
methods.

7. Proposals are examined, and
the contractor is selected. Do more
than pick the lowest bid. Make sure
the following questions are answered:
e [s the contractor fully qualified to
undertake the work that your organi-
zation needs? (For example, someone
who typically repairs rowhouse roofs
may not be prepared to tackle a
complex church roof.)

e Can the contractor complete the
work on your time schedule?

e Which subcontractors, if any, will
be used?

e [s the congregation getting a “deal”
because of a particular relationship
the contractor has with your mem-

Most organizations find
themselves in the grey area
between a “handshake”
agreement and a full-blown
construction contract.

bers? (Avoid a potential conflict of
interest, and be sure that even your
“known” contractors sign a letter of

agreement.) '
The Contract

Contracts come in three forms
with increasing levels of rigor and
complexity: a simple verbal agree-
ment, a co-signed letter of agreement,
and a full-blown standardized con-
tract that often has clauses modified
or added. The principles remain the
same in each case; the decision lies in
which is appropriate for your project.

Verbal agreements, although they
can be legally binding, are best
reserved for routine maintenance
tasks, such as shoveling the sidewalk,
where payment is made upon comple-
tion. For anything that will become a
permanent part of the building, some
form of written contract is essential.

A letter of agreement may suffice
for a relatively simple project of fixed
scope, such as installing gutters and
downspouts. AIA contracts (such as
A107 “Abbreviated Form of Agree-
ment Between Owner and Contrac-
tor,” 1987) are most appropriate for
projects that are complex or costly or
if you use a general contractor that




will coordinate subcontractors. These contracts are avail-
able from the AIA Bookstore, 17th and Sansom Streets,
Philadelphia.

There are two basic ways to set the cost of a project. In
one case the contractor will provide a “stipulated sum,” a
fixed dollar amount for the entire project. This has the
advantage of making the costs clear at the beginning of the
job and is particularly useful when the extent of work is
known before starting.

The other type is “time and materials” where the
contractor charges for material costs and hourly labor with
a mark-up for overhead and profit. Usually a “not-to-
exceed” dollar amount is also specified. This approach is
useful when the full extent of the work is not known,
typical of older buildings. For example, there could be
many causes of a sagging ceiling; only when the plaster is
removed can it be determined if the roof structure is failing
or if it is a more simple problem.

Ask the contractor to prepare a draft contract and
schedule a pre-construction meeting to discuss contract
details. Contractors may reuse the bid proposal in drafting

a contract, but ask for a more complete breakdown of
‘uerial and labor costs. In some states religious organiza-
1ons are exempt from sales tax on materials or equipment
that are “integrated with the building.” Give your tax-
exempt number only to the building materials supplier, not
the contractor.

The Basics

Even the most basic contract must include a description
of the scope of work, completion date, payment schedules
and an outline of methods and materials to be used. A
contract must have a place for the contractor and the
owner’s representative to sign. Include provisions for how
the contractor may use utilities and storage spaces, have
access to the property, parking and requirements for
cleaning the work site.

Completion date and schedule. Specify start-up and
completion dates. You may also specify times that it is
inappropriate for construction to take place, such as
weekends, holidays or evenings. Some contracts include
incentives for completion on time, using bonuses for early
completion and penalties if the project is late.

Schedule for progress payments. Payments should
correspond to the work completed, and be set forth in a

edule before work starts. Do not pay the contractor for
Yore work than has actually been completed. The
ongregation’s representative or architect should verify,
item by item, the project completion against the
contractor’s statement and approve payment.

Special Conditions for Historic Buildings

The Secretary of the Interior’s Standards for Rehabilitation
and Guidelines for Rehabilifating Historic Buildings are
specifically written for buildings on the National Register of
Historic Places. But even if your property is not officially listed
as a historic landmark, the principles in the Sfandards should be
followed by anyone underiaking even modest repairs to a
historic building.

Adherence to the Standards does not necessarily mean
increased cosis. The guidelines emphasize the importance of
leaving historical materials and distinctive features in place,
repairing and replacing only that which is absolutely necessary.
Where replacement of historical materials is required, they
should be replaced “in kind” with materials as similar to the
content and craft of the original as possible. Alterations and
additions should be made reversible so that the building could
be restored to its original form in the future. The cleaning of
historic buildings should be done only when necessary, and
abrasive materials and harsh chemicals must be avoided. The
Historic Religious Properties Program can provide copies of the
Standards to property owners.

Finally, you may wish to state in writing your expectations
regarding the care and respect you require from on-site workers
in regards to the historic character of your structure, e.g.:

Historic Building Fabric

“Qur Temple” is a historic building listed on the
National Register of Historic Places. The Contractor
and employees should take all necessary precautions
to protect and preserve the historic and architectural
integrity of this structure. Every effort shall be made to
make the specified repairs as carefully, skillfully and
accurately as possible. Any questions regarding this
should be addressed to the Project Manager immedi-
ately. »

Once construction is underway, monitor the work
carefully, ask questions, and take photographs. If work is
being done in places that are hard to access, ask the
contractor to take photographs for your records.

The only time a contractor should be paid for work in
advance is the initial payment to start work, to cover
needed materials. In some cases, when the rental of scaf-
folding is included, for example, this can be a large inital
expense.

Provisions for donated materials and labor. Members
of the congregation may donate materials or volunteer

continued on page 8



Get It In Writing!

continued from page 5

labor, and the contract should outline
who coordinates the donated labor,
trains the volunteers, and whether or
not the contractor will charge for
handling owner-supplied materials.
Insurance, bonding and permits.
Ask for a copy of the contractor’s
current Certificate of Insurance,
which indicates provisions for liabil-
ity, builder’s risk and workmen’s
compensation. Make sure that the
contractor procures all needed
building permits and documents from
government agencies and provides
copies to the congregation. Establish
if the project must go before review-
ing agencies such as zoning or histori-
cal commissions, if the contractor will
represent you, if fees are involved,
and who is responsible to pay them.
Final payment paperwork.
Determine how the project will be
documented. The contractor should
supply warranties for equipment that
is installed, as well as warranties (at
least 90 days, but one-year is prefer-
able) and guarantees for the firm’s
own work, including follow-up
maintenance work. There should also

PEW CUSHIONS

Custom made to your specifications.
Waggoners, Inc. is the leading manufac-
turer of traditional church cushions
nationwide. We want to help on your next
renovation project. Free quotations!

~write or call-
Waggoners, Inc.
Box 1054, Hutchinson, KS 67501
TOLL FREE 1-800-642-
3739

be a provision for final payment to be
made after the completion of work
(e.g.: the final 10% after 30 days) to
assure that you have some recourse if
the repair fails.

Provisions for unforeseen circum-
stances. A “contingency” amount
should be part of your construction
budget, allowing for unknown
problems. One building committee

Once construction is
underway, monitor the work
carefully, ask questions, and

take photographs.

chairman of an 18th-century structure
factors in 30% of the construction
budget to cover unforeseen costs. A
more typical figure is 10% to 20% of
the construction budget, with the
percentage increasing in proportion to
the age and complexity of the build-
ing.

Materials substitutions and
owner-directed changes can also
increase costs, if, for example, a
thermostat specified in the contract is
no longer made. It is important to
have a written agreement that states
how these changes will affect the cost,
completion date, and the church’s
representative should always sign off
on the change. In larger contracts for
major work, these situations are
handled with change orders, which
act like mini-contracts.

Performance Bonds. A perfor-
mance bond acts as insurance to
guarantee that the work will be
completed if the contractor leaves the
job. The cost of a bond is usually
based on a percentage of construction
cost and is worth considering if the
project is expensive, or if incomplete
work could further damage the
building, such as a half-replaced roof.
The disadvantage is that the insurance
company often selects the contractor
and will almost certainly go with the
lowest bid. Moreover, the cost of the
bond is usually passed along to the
owner.

Provision for arbitration. Arbitra-
tion allows the parties in a conflict, if
both sides agree, to go before an
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