
A report on construction contracts 

Introduction.
In the world of construction, the significance of contracts cannot be overstated, they form the bedrock of project execution. While undeniably crucial, these contracts carry an inherent complexity that demands careful examination. This report will embark on an exploration of the fundamental importance and inherent intricacies of construction contracts. Serving as the backbone of project execution, these agreements establish the terms, responsibilities and expectations among stakeholders. In this report I will also focus on the essential elements that validate the legal standing of construction contracts. In addition, this report will also show that many times in a building project the success or failure of the site often hinges on the clarity, fairness and enforceability of the contract governing it. 

What makes a contract valid.
A contract is a fundamental legal tool that governs a relationship between two or more parties, outlining their rights and obligations. For a contract to be legally binding and enforceable there must be some essential elements present.
· Offer
The foundation of any contract is an offer which is made by one party to another. The offer made by the party must be specific, clear and it must indicate the intention to enter into a legal agreement with the other party/parties. The offer acts like the starting point for negotiations.
· Acceptance 
After the other party has read the offer and all negotiations are completed (counter offers with the other parties preferred terms are made), the second party must provide a clear acceptance. The acceptance must mirror the terms of the offer, creating mutual agreement between the parties involved.
· Intention to create legal relations
For a contract to be valid, both parties must demonstrate a serious intention to be bound by the terms of the agreement. Social or domestic arrangements often lack this legal intent and therefore, are not considered contracts.
· Consideration 
Consideration is the exchange of something between both parties, for example a service, money or goods. This ensures that both parties benefit and contribute to the mutual obligation, which is a crucial aspect of a contractual relationship.
· Legal capacity 
Legal capacity is where the parties entering into the contract both possess the legal capacity to do so. This means minors, people under the influence, and people with mental incapacities may lack the capacity to form a valid contract meaning these contracts may be voidable.
· Legality of purpose
A valid contract must require a lawful purpose. Meaning agreements that involve illegal activities or against public policy are deemed to be void. The purpose of the contract must abide by the law otherwise the contract will not be enforceable.
· Certainty and possibility of performance 
To make a contract valid they must contain clear and definite terms. If the contract contains vague or ambiguous language, which can lead to misunderstandings, the validity of this contract can be jeopardized. The terms outlined in the contract must also be possible to perform which will further ensure practicality and feasibility.
· Formalities 
Formalities are only required for certain contracts. However, in certain contracts like real estate or sales of goods specific formalities are required such as writing or witnessing. Adhering to these formalities is essential for the validity of such contracts.
 
To conclude, a contract must require these specific elements, a clear offer and acceptance, the intention to create a legal relation, consideration, legal capacity, legality of purpose, certainty and the possibility of performance. Parties engaging in contracts should always be mindful of these elements as they further make a contract legally sound and enforceable.  

What happens when some of the essential elements that make a contract valid are forgotten. 
There are many times where a contract was misunderstood, forcing the parties to enter a legal battle. In this part of the report, I will address the misunderstanding of a contract between the parties involved in the case of Farley vs Skinner. 
Case backgrounds
In the year 1990, Farley was in the market to buy a new home in the countryside, and he believed he had found the perfect house that met his needs. However, there was one issue, the house was within 15 miles of a nearby airport, and he was worried that the aircraft in the nearby airport would cause discomfort due to their noise pollution (House of Lords. 2001). To ensure that the house was not affected by this noise pollution he decided to hire a surveyor named Skinner who would later survey the property to ensure Farley that the aircraft would not cause discomfort towards him if he bought the house. A contract was made up where Farley would pay a sum of money towards Skinner to report on the property to ensure that it was up to Farley’s standards (House of Lords. 2001).
The potential breach of contract 
After surveying the property Skinner sent a report back to Farley stating that the house was up to standard and also stating "You have also asked whether we felt the property might be affected by aircraft noise, but we were not conscious of this during the time of our inspection, and think it unlikely that the property will suffer greatly from such noise” (House of Lords. 2001).  This led to Farley purchasing the house in February 1991. After living in the countryside home for a few months Farley felt the report Skinner had conducted was inadequate prompting him to take legal action. In fact, the house was close to a navigation beacon which was regularly circled by planes awaiting a landing slot at Gatwick. Farley argued that a breach of contract had occurred where he stated that the “the report was sub-standard and in breach of contract because he had specifically requested Skinner investigate the issue of aircraft noise, and Skinner had failed to do so” (Lawteacher, 2019). This further prompted the need for thorough investigation to establish the veracity of these concerns.
Court of appeal
The case was held in the Court of Appeal in March 2000 where both parties pleaded their case.  At the first appeal hearing before a court of two no final decision was reached, as one judge found in favour of Mr Skinner and one judge against him. The appeal was then reheard before three judges.  The court of appeal ended up agreeing with the defendant (Skinner) by concluding that no damages could be awarded for Farley as no physical discomfort was caused by the noise pollution Farley appealed the decision, and the case was reviewed by the House of Lords. 
House of Lords
After the house of lords reviewed the case in October 2001, the court found as a fact that Mr Skinner had acted negligently. If he had carried out his instructions properly, and informed Mr Farley about the aircraft noise, Mr Farley would never have bought the property. The court awarded Mr Farley £10 000 in non-pecuniary damages, ‘the loss of a pleasurable amenity’ (LawTeacher, 2019). 
‘In finding in Mr Farley's favour the House of Lords ruled that in order to successfully claim non-pecuniary damages for breach of contract it is sufficient to show that a major or important object of the contract was to give pleasure, relaxation or peace of mind.’ (Yassir Mahmood, 2001). This case demonstrates the danger of dissatisfied clients making claims against professionals for simple displeasure that they have in their view suffered in not getting what was contracted for regardless of whether they have suffered any financial loss.
The potential for awards of damages for non-pecuniary loss as highlighted in this case tends to involve private individuals and sometimes partnerships. It highlights the importance of being aware as a professional of a potential liability for disappointment caused to clients.

How can misinterpreting a contract affect construction
When it comes to the context of construction, misinterpreting a contract can have far-reaching implications, impacting several aspects of the building process. Construction contracts serve as a backbone of an agreement between parties involved in the building process such as owners, contractors and subcontractors. Contracts being misunderstood between these parties can cause many issues that can hamper progress significantly, increase costs and cause strain on the parties' relationships. A famous case in which time delays and a heavy impact on cost occurred was in the case of Adyard Abu Dhabi v SD Marine Services. (Casemine, 2011). SD marine service claimed that time delays were caused by Adyard Abu Dhabi which led SD marine service to stop their build of two ships and reclaim their funds. The court sided with SD marine service causing Adyard Aby DHabi to pay a large amount of money in order to refund SD marine service for their previous work. (Keating Chambers. 2023)
A primary consequence of contract misinterpretation is project delays. A construction contract typically outlines specific milestones, deadlines, and completion dates. If these are misunderstood a project may not run smoothly causing a domino effect of delays through ought the project timeline. Delays in construction can be particularly costly as they often result in financial penalties and increased labour costs. However, there are laws that protect contractors when it comes to delays in a project for example the ‘Principle of Prevention’ (Helix-law, 2022) which states that “the contractor cannot be held liable for a completion or instalment delay caused by the other party” (Practical law, no date). 
Cost overruns are another critical concern. Misinterpreting contractual provisions related to pricing or payment schedules can lead to unexpected financial burdens. Contractors can find themselves in situations where they are not adequately compensated for additional work or unforeseen circumstances. In addition, owners may face unanticipated expenses if they are required to pay more than initially agreed upon. These cost overruns can strain a project’s budget and financial resources, potentially jeopardising the entire operation. However, there are now new laws that have been introduced in the past decade that provide financial security to sub-contractors and self-employed contractors an example of such law is the ‘Economic Development and Construction Act’ (Pinsent Masons, 2018). This law was brought increased clarity and certainty when it comes to the payment of self-employed construction workers. It is also stated by Pinsent Masons that the law ‘introduces a 'fairer' payment regime and improves rights for contractors to suspend their work in non-payment circumstances’ (Pinsent Masons, 2018)


Conclusion
In conclusion when making a contracgt you must ensure that all the fundementals of making a contract are clear to ensure that you contract is enforcable by law. It is clear that misinterpreting a construction contract can have severe repercussions, affecting project timelines, costs and relationships. Proactive measures, including clear communication, thorough contract review and effective risk management are crucial to ensuring that parties involved in a construction project have a shared understanding of their obligations and responsibilities.
It is essential that all professionals in the construction industry abide by these laws to ensure fairness and efficiency in building disputes. The laws are critical to protect both the professionals and clients; failure to do so can lead to delays, failure to complete, fines and unexpected costs.
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