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The ongoing crisis has created unprecedented challenges for businesses
worldwide. Amidst the uncertainty and disruption, contracts play a critical
role in shaping the legal and commercial landscape. Businesses must
understand and apply key contract rules to mitigate risks, protect their
interests, and adapt to the evolving circumstances.

This comprehensive guide provides five key contract rules that are
essential for businesses to navigate the current crisis:

1. Force Majeure

2. Frustration of Purpose
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3. Material Adverse Change

4. Breach of Contract

5. Dispute Resolution

By understanding and menerapkan these rules, businesses can enhance
their contractual resilience, protect their rights, and ensure business
continuity during this challenging time.

1. Force Majeure

Force majeure is a contractual clause that excuses performance when an
extraordinary event, beyond the control of the parties, prevents or hinders
the fulfillment of contractual obligations. The ongoing crisis may constitute
a force majeure event for many businesses, allowing them to suspend or
terminate contracts without being held liable for non-performance.

To successfully invoke force majeure, businesses must:

Demonstrate that the crisis is an extraordinary event outside their
control.

Prove that the crisis directly prevents or hinders performance.

Provide timely notice to the other party.

Businesses should carefully review their contracts to determine if they
contain force majeure clauses and whether the crisis meets the criteria for
invoking such clauses.

2. Frustration of Purpose



Frustration of purpose occurs when an unforeseen event renders the
performance of a contract impossible or radically different from its intended
purpose. The ongoing crisis may frustrate the purpose of contracts that are
heavily dependent on specific conditions or events that have been
disrupted.

To establish frustration of purpose, businesses must show that:

The purpose of the contract has been fundamentally altered or
destroyed.

The frustration is not due to a breach of contract by either party.

The parties have not agreed to address the frustration.

If frustration of purpose is successfully established, the contract may be
discharged, releasing both parties from their obligations.

3. Material Adverse Change

A material adverse change (MAC) clause allows a party to terminate a
contract if there is a significant deterioration in the financial or operational
condition of the other party. The ongoing crisis may trigger MAC clauses in
contracts involving mergers and acquisitions, financing agreements, and
long-term supply contracts.

To invoke a MAC clause, businesses must demonstrate that:

There has been a substantial and long-term decline in the other party's
financial condition or business operations.

The decline is not temporary or reversible.



The decline is likely to impair the other party's ability to perform its
contractual obligations.

MAC clauses should be carefully drafted and should balance the interests
of both parties.

4. Breach of Contract

Breach of contract occurs when one party fails to fulfill its contractual
obligations. The ongoing crisis may lead to breaches of contract due to
factors such as supply chain disruptions, travel restrictions, or financial
difficulties.

If a breach of contract occurs, the non-breaching party may be entitled to:

Damages to compensate for losses incurred.

Specific performance to enforce the terms of the contract.

Rescission to terminate the contract and restore the parties to their
pre-contractual positions.

Businesses should carefully consider their options and seek legal advice
before taking any action in response to a breach of contract.

5. Dispute Resolution

Disputes may arise during the current crisis, even with the best-drafted
contracts. It is essential for businesses to have effective dispute resolution
mechanisms in place.

Common dispute resolution methods include:



Negotiation

Mediation

Arbitration

Litigation

The choice of dispute resolution method depends on factors such as the
nature of the dispute, the relationship between the parties, and the desired
outcome.

The five key contract rules outlined in this guide provide businesses with a
framework for navigating the legal challenges posed by the current crisis.
By understanding and applying these rules, businesses can mitigate risks,
protect their interests, and adapt to the evolving landscape. It is advisable
to seek legal counsel to review and interpret contracts, and to ensure
compliance with applicable laws and regulations.

By embracing a proactive and collaborative approach to contract
management, businesses can emerge from this crisis stronger and more
resilient.
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