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If you are a business owner who is worried that your customers
might try to pull out of contracts with you or you are worried
that you might be in breach of your obligations under your
contracts
then you need to read the following TOP TIPS and comments in
this article…

HOW WILL THE
CORONAVIRUS CRISIS

AFFECT CONTRACTS
FOR SERVICES?

GOOD NEWS IS THAT MOST CONTRACTS
WON’T FALL OVER BECAUSE OF A
PANDEMIC…

These are worrying times for business owners but the good news, for people seeking

to rely on income from existing contracts, is that to the most part they will remain

enforceable.

 

Just because we are heading into a global economic crisis does not automatically

give contracting parties the contractual right to pull out of the deal.

 

You can’t simply terminate because the world is looking more uncertain today than it

was yesterday. Most contracts only allow you to terminate in very limited

circumstances, usually for material breach.

CLAUSES TO LOOK OUT FOR IN YOUR
CONTRACTS…

There are some exceptions to rule that the contracts cannot be terminated.

 

Some contracts for example contain termination clauses that allow either party to

terminate upon written notice for any reason. These clauses need to be carefully

reviewed before either party exercises their rights under them as there will be terms

attached to them (e.g. minimum notice period).

 

Also, if you are unable to perform your obligations (because of lack of materials or

staff) then you may have a problem.



TOP TIPS

✓ Review your contracts
Review all your current contracts and see if you (or the customer) have any

contractual right to terminate. This is where you will probably need a lawyer to

help.
 

Be clear of the notice provisions and make a diary note of time periods. Also

look at expiry dates as some roll over automatically if you don’t give notice and

you may not want this.
 

✓ Be careful what you promise your customers
Before entering into any new contracts consider your ability to meet the

timings and obligations and also consider whether timing is ‘of the essence’ in

those contracts. To protect yourself, standard wording will need to be tweaked

to protect you. If in doubt seek advice.
 

✓ Redrafting your standard contracts
Try and exclude your liability by adding:
 

o Clauses which would allow you to terminate for any other reason outside

your control (if something happens which has the effect of compromising your

ability to perform the  services or supply goods within the required timeframe).

This would help where you simply can’t source the goods the client ordered;
 
 

o A ‘Force Majeure’ clause which states that you will not be liable for any delay

or failure to perform your obligations if the delay is due to any circumstance

beyond your reasonable control. It would be a good idea now to refer to public

health crisis’ specifically; and
 
 

o General limit of liability exclusions which provide that, to the extent

permitted by Law, you are not liable for any loss or damage nor any delay

which results from any cause beyond your control.
 

✓ Don’t stop speaking
 

Many deals will be put on hold but, I am confident that this will just be for a

short while.
 

Keep negotiating your deals, reach agreement on the commercial terms and

document the deal. Get the draft documentation ready - that way, you are ready

to push the button as soon as your customer is ready to engage with you.
 

✓ Don’t bury your head
 

Don’t ignore emails and calls. Just be honest and ask for extensions if you need

them. Similarly, see if you can afford to grant extensions or agree payment

terms with your customers if you can – taking a longer term view about your

business. We are all going to have to give and take a little to get through this

crisis together

Please feel free to contact me if you have any questions or concerns
about your contracts helen.kay@thecontractslawyer.com.au
 
This Article is prepared for Australia small businesses to give them
some useful information, it is not legal advice .. its too generalist
for that! If you need help, speak to a lawyer.


