Court Finds no Construction Contract Despite $5,501,246 in Payments
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Missouri’s Eastern District Court of Appeals found that an owner and a contractor do not have an enforceable contract even though both parties agreed they had an enforceable contract and the contractor performed considerable work and received $5,501,246 in payments from the owner.  The parties disagreed only about the terms of the contract.  

The appeals court decision also contradicts the findings of a special master appointed by the trial court, who had found that the contractor was entitled to an additional $686,018.69 in contractual payments from the owner. 

The result dramatically underscores the importance of making sure the important provisions in the contract—such as price and scope of work—are clearly established.  The case is Frick’s Meat Products, Inc. v. Coil Construction of Sedalia Inc., 308 S.W.3d 732 (Mo. App. E.D. 2010), decided April 20.  

The owner was Frick’s Meat Products, Inc., a wholesale process meat supplier.  The general contractor was Coil Construction of Sedalia Inc.  The project was the design and construction of a new ham processing plant for Frick’s.

Frick’s alleged that Coil agreed in its proposal to design and construct the ham plant in accordance with all applicable regulations on a “cost-plus-fee” basis with a guaranteed maximum price of approximately $6,560,000 and to complete all work no later than December 31, 2004.  Frick’s further asserted that the parties later expanded the project and increased the guaranteed maximum price to $7,506,062.

Frick’s sued Coil for breach of contract for allegedly providing defective work, refusing to provide the design and construction services on a “cost-plus-fee” basis, wrongfully abandoning the project and failing to complete construction within the agreed-upon timeframe.  Coil counterclaimed for breach of contract seeking payments for money allegedly due under the contract or in the alternative to recover in quantum meruit for the reasonable value of its goods and services in case the court decided there was no contract.

The parties disagreed about whether there was a guaranteed maximum price. Coil also claimed that Frick’s provided incorrect, misleading and false directions regarding the project and intentionally interfered with Coil’s subcontractor relationships.  

Obviously, there was no written contract.  While an oral contract for construction in Missouri can be enforceable, its terms may be difficult to prove and ripe for disagreement.    

Before the project began, the parties met monthly to negotiate the scope and price of the work.  With no agreement reached, Coil commenced the design work and later started the

construction.  During construction, Coil proposed several draft contracts setting out the scope of work and the contract price.  


Frick’s refused Coil’s proposals and draft contracts but continued to pay Coil as construction progressed.  Several months into construction the working relationship deteriorated.  

Lawyers for Frick’s and Coil met to discuss the terms of the contract and resolve open issues.  Further disputes occurred over quality or work, schedule delays and payment.  Coil walked off the job and did not return. 

Frick’s hired other contractors to finish the project.  Frick’s also discovered and had repaired at its own expense numerous defects including inadequate wind and roof loading designs, floor and wall cracks, deficient installation of the HVAC units and water leakage throughout the plant.

During the trial court process, the court appointed a special master to review and make findings on various matters.  The special master concluded that Frick’s had paid $5,501,246.68 to Coil and Coil in turn had paid $5,129,453.73 to its subcontractors and suppliers.

The report found that Coil still owed $404,632.17 to subcontractors and suppliers.  There was an unpaid contractor’s fee of 7.5% which amounted to $136,138.26 and Frick’s also owed $145,248.26 in interest due to late payments, for a total that Frick’s owed to Coil of $686,018.69.

The special master’s report was received by the trial court as part of the evidence in the case.  The trial court denied everyone’s claims and sent the parties home in the same position they were in before starting the case.  Coil appealed this result, arguing that the trial court threw “up its hands in frustration” and failed to perform its function as a trial court.

The trial court entered no opinion for its decision.  The appellate court quickly dismissed any attack on this by stating that no party asked for a written opinion and thus the trial court was not required to provide one.

The appellate court decided that the trial court could have concluded that the parties did not enter into a valid contract and that given the claims of poor workmanship Coil was not entitled to recover on its alternative theory of quantum meruit for the reasonable value of its goods and services.  They may have had no value beyond what Coil already had been paid.

This decision left Frick’s without any recovery to pay for hiring other contractors to correct defective work and left Coil without any recovery on its fee or additional money to pay the $404,632.17 still owed the subcontractors and suppliers.
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