
Hotel And Contractor Enter Into An
Oral Agreement Where Contractor Will
Build A New Wing Of A Resort

Hotel And Contractor Enter Into An Oral Agreement Where Contractor Will Build
A New Wing Of A Resort

In the hospitality industry, expansion projects such as constructing new
wings of a resort are significant undertakings that require clear agreements
between hotel owners and contractors. Sometimes, these agreements are formed
orally, especially in situations where trust and prior relationships are
strong. When a hotel and contractor enter into an oral agreement to build a
new wing of a resort, several legal, logistical, and practical considerations
come into play. This article explores the key aspects of such agreements,
their enforceability, risks involved, and best practices to ensure a
successful project.

Understanding Oral Agreements in Construction
Projects

Definition and Nature of Oral Agreements
An oral agreement is a verbal understanding between parties regarding the
terms of a transaction or project. Unlike written contracts, oral agreements
are not documented, relying solely on the parties’ statements and mutual
understanding.

Legal Enforceability of Oral Agreements
While oral agreements are generally valid and enforceable under law, certain
conditions and types of contracts may require written documentation:

Contracts exceeding a certain monetary threshold

Agreements involving real estate or land transfer

Construction contracts under the Statute of Frauds in many jurisdictions

In the context of building a new wing of a resort, local laws and the scope
of work influence whether an oral agreement is sufficient or if a written
contract is necessary.

Key Elements of the Oral Agreement Between
Hotel and Contractor



Scope of Work
The agreement should clearly define:

The design and specifications of the new wing

Materials to be used

Standards and quality expectations

Timeline for completion

Pricing and Payment Terms
Even in oral agreements, the parties should have a mutual understanding of:

Total contract price or payment schedule

Payment milestones (e.g., upon completion of foundation, framing,
roofing)

Methods of payment and conditions for withholding payment

Responsibilities and Roles
The responsibilities of each party should be understood:

Hotel’s obligations (e.g., providing access, permits, or utility
connections)

Contractor’s obligations (e.g., adhering to codes, safety standards)

Change Orders and Variations
Procedures for handling modifications to the scope, including:

Process for approving changes

Cost adjustments

Impact on timelines

Liability and Insurance
The agreement should address:

Liability for damages or delays



Insurance requirements (e.g., workers’ compensation, liability
insurance)

Risks and Challenges of Oral Agreements in
Construction

Potential for Disputes
Without written documentation, disagreements may arise over:

Scope of work

Payment disputes

Quality standards

Timeline delays

Such disputes can be costly and time-consuming to resolve.

Proof and Evidence Difficulties
In case of legal disputes, proving the terms of an oral agreement is
challenging:

Reliance on witnesses’ testimonies

Acceptance of any available communications (texts, emails)

Parties’ recollections

Legal and Contractual Limitations
Some jurisdictions impose restrictions on enforcing oral contracts for
certain types of projects, especially those involving significant financial
commitments or real estate.

Best Practices for Hotel and Contractor in Oral
Agreements

Documentation of Key Terms
Even if the initial agreement is oral, it is prudent to:



Follow up with written confirmation of key points

Prepare a detailed scope of work and project plan

Keep records of communications (emails, texts)

Use of Written Change Orders
Any modifications should be documented in writing, including:

Description of change

Cost implications

Revised timelines

Legal Advice and Contract Formalization
Parties should consider:

Seeking legal counsel to understand enforceability issues

Drafting a formal written contract once key terms are agreed upon

Ensuring compliance with local construction and contract law

Implementing Effective Communication
Clear and consistent communication helps prevent misunderstandings:

Regular meetings

Progress reports

Open channels for addressing concerns

Legal Considerations and Recommendations

Enforceability and Limitations
While oral agreements can be binding, their enforceability depends on:

Jurisdiction’s laws on oral contracts1.

Proof of the agreement’s essential terms2.



Presence of partial written documentation or conduct indicating3.
agreement

Risk Management Strategies
To mitigate risks:

Always try to convert oral agreements into written contracts

Use detailed invoices and receipts

Maintain comprehensive records of all communications

Consult legal professionals before commencing work

Conclusion
An oral agreement between a hotel and a contractor to build a new wing of a
resort can be effective under certain circumstances, especially when trust
and familiarity exist. However, due to inherent risks and potential
enforceability issues, it is highly advisable to document critical terms in
writing or formalize the agreement as soon as possible. Clear communication,
detailed documentation, and legal guidance are essential to ensure that the
project proceeds smoothly, disputes are minimized, and both parties’
interests are protected. Whether you’re a hotel owner or a contractor,
understanding the nuances of oral agreements can make the difference between
a successful expansion and costly legal complications.

Frequently Asked Questions

Is an oral agreement between a hotel and a contractor
legally binding for constructing a new resort wing?

Yes, an oral agreement can be legally binding if it meets the criteria of
mutual consent, consideration, and capacity, but it can be challenging to
prove and enforce compared to written contracts.

What are the potential risks of relying on an oral
agreement for such a significant construction
project?

Risks include misunderstandings, lack of clear terms, difficulty in
enforcement, and challenges in proving the agreed terms if disputes arise.

Should the hotel and contractor formalize their



agreement in writing for building a new wing?

Yes, it is highly recommended to have a written contract to clearly outline
scope, timelines, payment terms, and dispute resolution, reducing potential
conflicts.

What key elements should be included in a written
contract for constructing a resort wing?

Key elements include project scope, timeline, payment schedule, materials,
responsibilities, quality standards, and dispute resolution mechanisms.

Can a verbal agreement be enforced in court if a
dispute arises during construction?

Yes, but enforcement is more difficult, and proof of the terms depends on
witnesses or other evidence, making written contracts preferable.

How can the hotel ensure the contractor adheres to
the oral agreement during construction?

The hotel should document all communications, request written confirmations,
and consider formalizing the agreement to avoid misunderstandings.

What legal steps should the hotel take if the
contractor breaches the oral agreement?

The hotel should gather evidence of the agreement, communicate concerns
formally, and consider legal action or mediation to resolve the breach.

Are there any advantages to entering into an oral
agreement for construction projects?

Advantages include quicker initial agreement, flexibility in negotiations,
and less formal process, but these are often outweighed by the risks of
ambiguity and unenforceability.

Additional Resources
Hotel and Contractor Enter Into an Oral Agreement Where Contractor Will Build
a New Wing of a Resort

When it comes to large-scale construction projects, the foundation of any
successful endeavor often begins with the agreement—be it written or oral.
Recently, a noteworthy case has garnered attention in the hospitality and
construction industries: a hotel and a contractor entered into an oral
agreement for the construction of a new wing of a resort. This scenario
raises significant legal, practical, and ethical questions that merit
detailed examination.

In this comprehensive review, we will explore the various facets of such an
agreement, examining its legal enforceability, advantages and disadvantages,
potential pitfalls, and best practices. Our goal is to provide a thorough



understanding of how oral agreements operate within the context of complex
construction projects, especially when they involve substantial investments
and long-term commitments.

---

Understanding Oral Agreements in Construction
Projects

What Is an Oral Agreement?

An oral agreement, also known as a verbal contract, is a mutual understanding
between parties that is spoken rather than written. In the context of
construction, it might involve negotiations, assurances, or promises made
verbally, which the parties later rely upon when executing the project.

Key characteristics of oral agreements include:

- Intention to Create Legal Relations: Both parties must intend that their
agreement is legally binding.
- Mutual Consent: There must be a clear understanding and agreement on the
essential terms.
- Consideration: Usually, something of value is exchanged or promised.
- Capacity: Both parties must have the legal capacity to contract.

While oral agreements are often easier to establish and can be quicker to
execute, they pose substantial challenges in terms of evidence and
enforceability, especially for complex projects like building a new resort
wing.

Legal Enforceability of Oral Contracts

The enforceability of oral agreements depends heavily on jurisdiction and the
specific circumstances. Generally, the law recognizes oral contracts as
valid, provided they meet certain criteria. However, when it comes to
construction projects—particularly those involving significant financial
investments—the law often favors written contracts for clarity and evidence.

Legal considerations include:

- Statute of Frauds: Many jurisdictions require certain contracts, such as
those for the sale of real estate or those that cannot be performed within a
year, to be in writing. Construction contracts for building structures are
usually covered under this statute.
- Proof and Evidence: Oral agreements are difficult to prove, especially if
disputes arise. Witness testimony, conduct of the parties, and other indirect
evidence become crucial.
- Particular Terms: Key terms such as scope, timeline, payment schedule, and
specifications are harder to prove if not documented.

In the case of the hotel and contractor, if the agreement was purely oral,
enforcing it legally could be complex, especially if disagreements emerge



about the scope or terms of work.

---

Advantages of Oral Agreements in Construction
Projects

Despite their limitations, oral agreements can sometimes be advantageous,
particularly in the early stages of negotiations or in certain cultural
contexts.

Potential benefits include:

1. Flexibility: Parties can negotiate terms informally without the
formalities of drafting and signing a contract.
2. Speed: Rapid decision-making is possible, which can be beneficial when
project timelines are tight.
3. Trust-Based Relationships: In some industries or cultures, a handshake or
verbal promise can carry significant weight, reflecting trust and mutual
understanding.
4. Cost Savings: Avoiding legal fees and contract drafting costs initially.

In certain scenarios, such as small renovations or preliminary agreements,
oral arrangements may suffice as a starting point, with formal contracts
drafted later.

---

Disadvantages and Risks of Oral Agreements

While there are advantages, relying solely on an oral agreement, especially
for a project as large as building a new resort wing, carries substantial
risks.

Major disadvantages include:

- Lack of Clarity: Without written documentation, the scope of work,
deadlines, payment terms, and responsibilities may be vague or misunderstood.
- Difficulty in Enforcement: Enforcing terms in court becomes challenging
without concrete evidence.
- Potential for Disputes: Miscommunications or differing recollections can
lead to conflicts.
- Legal Risks: Many jurisdictions require certain contracts to be in writing;
failure to do so may render the agreement unenforceable.
- Change Management: Modifications or variations during construction are
harder to document and agree upon without formal amendments.

In the context of constructing a resort wing, these risks can translate into
project delays, cost overruns, and legal battles.

---



Key Aspects of the Oral Agreement Between the
Hotel and Contractor

Understanding the contents of the agreement—whether oral or written—is
crucial. Typical essential elements include:

Scope of Work
- Description of the new wing, including size, design features, and
materials.
- Specific standards or quality benchmarks.
- Any architectural or engineering plans referenced verbally.

Timeline
- Estimated start and completion dates.
- Milestones or phases.
- Penalties or incentives related to delays.

Payment Terms
- Total contract price or payment schedule.
- Conditions for payments (e.g., upon milestones, progress reports).
- Penalties for late payments or non-completion.

Responsibilities and Obligations
- Contractor’s duties regarding permits, safety, and labor.
- Hotel’s obligations—such as providing access or facilitating approvals.

Dispute Resolution
- Mechanisms such as arbitration or litigation.
- Jurisdiction and governing law.

Other Considerations
- Warranties and guarantees.
- Insurance and liability coverage.
- Handling of unforeseen circumstances.

The absence of a written record makes these elements more susceptible to
misinterpretation, emphasizing the importance of detailed documentation.

---

Legal and Practical Challenges in the Scenario

The case of a hotel and contractor entering into an oral agreement for a
major construction project is fraught with challenges. Here, we explore some
of the most pressing issues.

1. Evidentiary Difficulties
- Proving the existence and terms of the agreement relies heavily on witness
testimony, conduct of the parties, and any corroborating documents.
- Disputes about what was agreed upon are common, especially if the parties
have differing memories.

2. Ambiguity of Terms
- Without written specifics, terms like scope, quality, or timelines can be
ambiguous.



- This ambiguity can lead to disagreements, delays, or substandard work.

3. Jurisdictional Barriers
- Some jurisdictions require certain contracts, such as those involving real
estate or large construction projects, to be in writing under the Statute of
Frauds.
- If the oral agreement falls within such categories, it might be
unenforceable.

4. Risk of Non-Performance
- The contractor might not undertake the project as envisioned without a
formal contract.
- Conversely, the hotel might have insufficient leverage if the scope or
terms are not clearly documented.

5. Change Orders and Variations
- Adjustments to the project are harder to manage without formal change
orders.
- Disputes over additional work or modifications are common in construction
projects and are more difficult to resolve orally.

6. Financial Risks
- Payment disputes can arise if the terms are not clear.
- The contractor might demand more than initially agreed upon, citing verbal
assurances, leading to disputes.

---

Best Practices and Recommendations

Given the complexities and risks associated with oral agreements in large
construction projects, certain best practices can mitigate potential issues.

1. Transition to Written Contracts
- Ideally, formalize the agreement in writing immediately after initial
negotiations.
- Use detailed contracts that specify scope, timelines, payments, warranties,
and dispute resolution.

2. Document All Communications
- Keep detailed records of meetings, emails, and phone conversations.
- Even if the initial agreement was oral, follow up with written summaries
and confirmations.

3. Use Clear and Precise Language
- When drafting or discussing terms, clarity reduces misunderstandings.
- Define key terms and expectations explicitly.

4. Engage Legal Counsel
- Consult with construction lawyers to draft or review agreements.
- Ensure compliance with local laws and statutes of frauds.

5. Implement Change Management Procedures
- Formalize any modifications to the scope or terms through written change
orders.
- Maintain records of all adjustments.



6. Insist on Due Diligence
- Verify contractor licenses, insurance, and reputations before commencing
work.
- Obtain performance bonds or other guarantees to mitigate financial risks.

---

Conclusion: Navigating the Complexities

The case of a hotel and contractor entering into an oral agreement for
building a new wing of a resort underscores the importance of clear,
documented agreements in large-scale construction projects. While oral
contracts can sometimes serve as initial understandings, their enforceability
and clarity are limited, especially for projects with significant financial
and operational implications.

Stakeholders should recognize that relying solely on verbal promises exposes
them to substantial risks—disputes over scope, timelines, payments, and
quality are common pitfalls. To safeguard their interests, both hotels and
contractors should prioritize formal, written contracts that meticulously
detail every aspect of the project.

In the evolving landscape of hospitality development, professionalism,
transparency, and legal diligence are vital. Moving forward, best practices
advocate for early and comprehensive documentation, ensuring that the
ambitious goal of expanding a resort is met with clarity, confidence, and
legal certainty. This approach not only minimizes potential conflicts but
also fosters trust and collaboration between all parties involved.

By understanding the intricacies of oral agreements and proactively
establishing formal contractual arrangements, stakeholders can better
navigate the complexities of construction projects and achieve successful,
timely, and cost-effective outcomes.

Hotel And Contractor Enter Into An Oral Agreement Where
Contractor Will Build A New Wing Of A Resort

Hotel And Contractor Enter Into An Oral Agreement Where Contractor Will Build A New Wing Of A
Resort

Related Articles
Hawk Corporation Purchased 50% Of Deacon Corporation's Single Class Of Stock On June 1 Of
This Year.
Determine The Range Of Cylinder Weights W For Which The System Is In Equilibrium. The
Coefficient Of
Develop A Mixed-integer Programming Model That Could Be Used To Help Martin-beck
Determine Which New

https://sip.evo9x.com/ma12/hotel-and-contractor-enter-into-an-oral-agreement-where-contractor-will-build-a-new-wing-of-a-resort.pdf
https://sip.evo9x.com/ma12/hotel-and-contractor-enter-into-an-oral-agreement-where-contractor-will-build-a-new-wing-of-a-resort.pdf
https://sip.evo9x.com/ma12/hawk-corporation-purchased-50-of-deacon-corporation-s-single-class-of-stock-on-june-1-of-this-year.pdf
https://sip.evo9x.com/ma12/hawk-corporation-purchased-50-of-deacon-corporation-s-single-class-of-stock-on-june-1-of-this-year.pdf
https://sip.evo9x.com/ma12/determine-the-range-of-cylinder-weights-w-for-which-the-system-is-in-equilibrium-the-coefficient-of.pdf
https://sip.evo9x.com/ma12/determine-the-range-of-cylinder-weights-w-for-which-the-system-is-in-equilibrium-the-coefficient-of.pdf
https://sip.evo9x.com/ma12/develop-a-mixed-integer-programming-model-that-could-be-used-to-help-martin-beck-determine-which-new.pdf
https://sip.evo9x.com/ma12/develop-a-mixed-integer-programming-model-that-could-be-used-to-help-martin-beck-determine-which-new.pdf


Back to Home

https://sip.evo9x.com

