
Contracts (Source and Types)
Introduction

When a Building Committee embarks on constructing a new church facility, understanding 
different contract types is crucial to ensuring a successful and financially responsible project. 
Contracts define the legal and financial framework between the church and its contractors, 
architects, and other service providers. This report explores various contract types, including 
their advantages, risks, and cost implications, to help the committee make informed decisions.

Types of Contracts

1. Lump Sum Contracts

A lump sum contract is a fixed-price agreement where the contractor agrees to complete the 
project for a predetermined amount.

Pros:

• Provides cost certainty as the price is set upfront.

• Minimal financial risk for the church if the scope remains unchanged.

• Simplifies budgeting and fundraising efforts.

Cons:

• Limited flexibility to make changes after the contract is signed.

• Contractors may include higher contingency amounts to cover unforeseen costs.

• Potential for disputes over change orders or unforeseen conditions.

2. Cost of the Work Plus a Fee with a Guaranteed Maximum Price (GMP)

Under this arrangement, the contractor is reimbursed for actual costs plus a fixed fee, with a 
ceiling on total costs.

Pros:

• Provides cost control with a guaranteed maximum price.

• Encourages collaboration between the church and contractor.

• Potential for cost savings if expenses come in below the maximum price.
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Cons:

• Requires detailed cost tracking and transparency.

• Can be complex to administer and monitor.

• Contractors may set a higher GMP to hedge against risk.

3. Cost of the Work Plus a Fee Without a Guaranteed Maximum Price

This contract reimburses the contractor for actual costs plus a fee but does not include a price 
cap.

Pros:

• Allows flexibility for scope changes.

• Encourages transparency in cost tracking.

• Suitable for projects with evolving designs.

Cons:

• No cost ceiling, which can lead to budget overruns.

• Higher financial risk for the church.

• Requires vigilant cost monitoring to prevent excessive spending.

Contingency Line Items and Cost Overruns

A contingency line item is a designated amount set aside within a contract to cover unforeseen 
costs that arise during the construction process. It is not meant for adding new features or scope 
changes to the project but serves as financial protection against unexpected expenses such as 
material cost fluctuations, weather-related delays, or unanticipated site conditions.

When Contingency Applies:

• Lump sum contracts often have a built-in contingency accounted for in the bid amount,
but changes can still require careful negotiations.

• Cost-plus contracts may include a contingency line item to limit excessive spending
within the agreed terms.

• GMP contracts use contingencies to manage risks without exceeding the agreed price
ceiling.

Defining Contingency Use:

© 2025 Christian Construction Coach. All rights reserved. 
This document and its contents are the property of Christian Construction Coach and may not be reproduced, distributed, or used without written permission.



• The contract should clearly define what qualifies as an unforeseen expense that
contingency funds can cover.

• The Building Committee should ensure contingency usage is controlled and justified with
proper documentation.

• Savings from the contingency should typically revert back to the church to reduce final
costs if unused, rather than being allocated for new additions to the project.

Contracting Methods and Project Delivery

1. Design-Build Contract Arrangement

A design-build contract combines design and construction services under a single contract with 
one entity.

Pros:

• Streamlines project delivery and reduces coordination issues.

• Faster completion due to overlapping design and construction phases.

• Single point of responsibility simplifies project management.

Cons:

• Limited design control for the church.

• Less competitive pricing as the contractor is selected early.

• Potential for quality concerns if the contractor prioritizes cost over design.

2. Full Architectural Documents and Hard Bid Process

In this method, a church hires an architect to fully design the facility before obtaining contractor 
bids.

Pros:

• Allows for competitive bidding, potentially lowering costs.

• Provides greater design control and flexibility.

• Clearly defined project scope minimizes misunderstandings.

Cons:

• Longer timeline due to the sequential design and bid process.
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• Higher risk of cost overruns if bids exceed budget estimates.

• Potential for adversarial relationships between architect, contractor, and owner.

Cost Advantages and Risks of Different Contract Methods

Lump Sum

• Cost Advantages: Predictable cost, easy budgeting.

• Risks: Limited flexibility, potential for high contractor contingency pricing.

Cost Plus GMP

• Cost Advantages: Cost control with potential savings.

• Risks: Complex administration, potential for inflated GMP.

Cost Plus No GMP

• Cost Advantages: Flexibility for changes.

• Risks: No cost ceiling, risk of budget overruns.

Design-Build

• Cost Advantages: Faster delivery, single entity responsibility.

• Risks: Less design control, higher potential costs.

Hard Bid

• Cost Advantages: Competitive pricing, design clarity.

• Risks: Longer process, risk of cost overruns.

Conclusion

Selecting the appropriate contract type is a critical decision for the Building Committee. Each 
approach offers different levels of cost control, flexibility, and risk. Lump sum contracts provide 
budget certainty but limit flexibility, while cost-plus contracts offer transparency but require 
careful oversight. Design-build arrangements streamline the process but may compromise design 
control, whereas the traditional hard bid method allows for competitive pricing but can extend 
the project timeline. The committee should weigh these factors carefully to choose the best 
contract approach that aligns with the church's goals, financial capabilities, and risk tolerance.
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