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Towards a realistic system of liquidated damages... 

Abstract 

Construct ion industry in Sri Lanka is still in an infant stage and is in the process 

of developing its norms and concepts . It is not strange to exper ience drawbacks 

and-bottle - necks in this industry. Apar t form the unfavorable constraints, there 

are lapses caused by the failure to exerc ise duty o f care and wh ich results 

negl igence by the members o f the team in the construction process . This 

dissertation makes an effort to identify the de lays , caused by such lapses and 

their effects. 

A c c o r d i n g to equity principles the client w h o suffers as a result o f such time 

overrun has to be fully compensated in monetary terms. In this context it is of 

utmost importance to identify and suggest the most appropriate liquidated 

damages system. This dissertation makes an attempt to propose a system o f 

compensat ion based on loss o f market rent duly compounded to suit the purpose. 

A t the same time, exist ing liquidated damages system that has no proper basis has 

been cr i t ic ized as arbitrary and unrealistic. With the intention o f developing the 

process o f a construction project a new frame work for a realistic system o f 

liquidated damages has been introduced by this dissertation. Th i s system has been 

further enriched by the principles o f real estate valuation to arrive at the most 

reasonable system o f compensat ion. H o w e v e r , I wou ld recognize the limited 

scope o f this research and may come out with many valuable suggestions to 

improve and expand the proposed form o f compensat ion. 
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