FHBA RECOMMENDED ESCALATION CLAUSES FOR CONTRACTS

REGULAR CONTRACTS:
INCREASES IN MATERIALS COSTS. ( ______If applicable by being checked). In the event that, during construction of the improvement described herein, Contractor's costs for materials used or to be used herein are increased by more than ____% (110%, if blank) over the Contractor's costs for same at the time this Contract was signed, for any cause(s) beyond the control of Contractor, then, and in such event(s), Contractor shall have the right to pass the entire amount of materials costs increase(s) along to Owner by adding the total amount(s) thereof to the Contract Price.
DISASTER REBUILD CONTRACTS:

INCREASES IN MATERIALS COSTS AND CONTRACT PRICE:  In the event that, during construction of the improvement described herein, Contractor's costs for materials used or to be used herein are increased by more than ____% (110%, if blank) over the Contractor's costs for same at the time this Contract was signed, for any cause(s) beyond the control of Contractor, then, and in such event(s), contractor shall have the right to pass the entire amount of materials costs increase(s) along to Owner by adding the total amount(s) thereof to the Contract Price. THE PARTIES ACKNOWLEDGE AND AGREE THAT NEITHER OF THEM CAN CONTROL THE PRICE(S) OF MATERIALS FURNISHED BY OTHERS, AND THAT SUCH INCREASES FREQUENTLY OCCUR FOR MATERIALS NEEDED FOLLOWING A NATURAL DISASTER.

CAUTION - The sample language provided in this clause is intended for general informational purposes only, and may not be appropriate for some agreements. Care should be taken in the drafting of any contractual clause, and it is advisable to consult an attorney.  Contractor and Owner may also want to consider adding a provision which allows the Owner to terminate the Contract if the total contract price is increased by a certain percentage (to be determined by parties) with the builder providing a written statement/notice of price increases beyond a certain amount before purchasing such materials, provided that if termination by Owner occurs, Contractor is paid for work to date.  
