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Why is clear contract drafting important?

How simple contract clauses can protect your business.

Home » Why is clear contract drafting important?

In today’s fast-paced business world, contracts are the backbone of almost every commercial relationship.
Whether you contract with suppliers, customers, or partners, a well-drafted contract can help avoid
misunderstandings and protect your business from potential legal issues.

BUSINES

Parties often fail to have appropriate contracts in place - or, indeed, any contract at all. The familiarity
between parties with well-established relationships can cause them to overlook the importance of clear and
concise contract language, leading to costly disputes over misunderstandings, claims for contractual breach
and a breakdown of party relationships.

Contract clarity matters

A contract is a legally binding agreement between parties that sets out the terms and conditions of a
business arrangement. When drafted poorly, contracts can lead to confusion about each party’s obligations,
misunderstandings, delayed payments, a breakdown of party relationships, and lengthy and costly litigation.

Focusing on clear and precise language ensures that everyone involved in the contract understands their
rights and responsibilities.

Why is clear contract drafting essential

Preventing disputes: Clear terms help avoid confusion about what each party expects. Suppose the
contract is vague or even poorly worded. In that case, it becomes easier for one party to argue that the terms
are open to interpretation, which can result in costly disputes or legal action.

Defining expectations: Contracts provide an opportunity to set clear expectations, whether determining the
scope of work, outlining payment schedules, or setting performance standards. Clear clauses ensure that all
parties understand their roles in performing the contract and whether failure would constitute a breach of

contract or termination of the agreement. This transparency creates a more efficient working relationship and
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minimises the chances of one party failing to meet their obligations.

Protecting your interests: Solicitors will design bespoke contract clauses to protect your business from
potential risks. For instance, confidentiality clauses ensure that a party does not share sensitive information
with third parties. Indemnity clauses can protect you from any losses or damages caused by the other party’s
actions.

Standard clauses your business should consider

Payment terms: One of the most important aspects of any contract is how and when a party will pay. Being
specific about payment schedules, invoicing procedures, and late fees can prevent payment-related issues.

Delivery and deadlines: When products or services are involved, the contract should clearly outline delivery
timelines and deadlines. This clarity helps both parties stay on track and understand the consequences of
not meeting deadlines.

Confidentiality clauses: Confidentiality is important in many business relationships. These clauses ensure
that sensitive information shared during the agreement remains protected.

Dispute resolution: Clearly outlining how the parties will handle any disputes, whether through mediation,
arbitration, or litigation, can save time and money in the event of disagreement.

Termination clause: This clause specifies the conditions under which either party can end the contract,
including a plan of action for winding up or terminating a joint venture, partnership, company, or other entity.

How we can help

Partnering with us protects your business from potential risks with well-drafted, legally robust contracts.
While clear contract drafting may seem simple, it requires precision and legal expertise to avoid ambiguities
and enforceability issues. Our team ensures your agreements are comprehensive, legally binding, and
tailored to align with your unique business needs, giving you confidence and legal security in every
transaction.

Get in touch today with paralegal and author Anam Mohammed or Victoria Holland, who heads up
our Corporate and Commercial team at West End law firm RIAA Barker Gillette (UK).

Note: This article is not legal advice; it provides information of general interest about current legal issues.



