
Exam - JUR 5260  English Law of Contract 

 

Please answer each of the following questions. Each question will be given equal weight in 

the marking of the answers. 

  

1. In March 2009, an elderly married couple, Jim and Nancy, decided to build a holiday 

cottage on their property near Dover in southern England. They were hoping to be able to use 

the cottage when they retired from their respective jobs at the end of February 2010. They 

engaged their nephew, David, to build the cottage—David being a builder by profession. 

They agreed with David that he would be paid £80,000 for his work and that the cottage 

would be “finished by 15
th

 February 2010”. David fell ill in late July 2009, and he felt that he 

would have difficulties in finishing the cottage by the agreed date. He informed Jim and 

Nancy of his difficulties at the beginning of August. He also informed them that he had been 

able to find a sub-contractor to complete the work but that he would need to be paid an extra 

£15,000 to cover the costs of the sub-contractor. Nancy and Jim agreed to pay the extra 

money, and David hired the sub-contractor. By the beginning of September, David had fully 

recovered from his illness. He did not tell Nancy and Jim of his recovery until the beginning 

of October. Jim and Nancy then told David that they did not wish to pay the extra £15,000. In 

their view, there was enough time left for David to finish building the cottage himself at the 

originally agreed price. Late on the night of 20
th

 October, the half-built cottage caught fire and 

most of the structure burned to the ground. Afterwards, the police carried out investigations 

revealing that the fire might have been caused by faulty electrical wiring in some tools which 

David was using to build the cottage and which he had left connected to the electricity grid. 

Very close to the cottage site, the police also found some empty beer cans which appeared to 

have been opened and drunk from on the same evening as the cottage burned down. 

Advise David of his legal position and what legal remedies, if any, he might have. In your 

answer, you might wish to consider, inter alia, the following provisions of the Law Reform 

(Frustrated Contracts) Act of 1943: 

 

Section 1(1) 

Where a contract governed by English law has become impossible of performance or been 

otherwise frustrated, and the parties thereto have for that reason been discharged from the 

further performance of the contract, the following provisions of this section shall, subject to 

the provisions of section two of this Act, have effect in relation thereto. 

Section 1(2) 

All sums paid or payable to any party in pursuance of the contract before the time when the 

parties were so discharged (in this Act referred to as “the time of discharge”) shall, in the 

case of sums so paid, be recoverable from him as money received by him for the use of the 

party by whom the sums were paid, and, in the case of sums so payable, cease to be so 

payable: 



Provided that, if the party to whom the sums were so paid or payable incurred 

expenses before the time of discharge in, or for the purpose of, the performance of the 

contract, the court may, if it considers it just to do so having regard to all the 

circumstances of the case, allow him to retain or, as the case may be, recover the 

whole or any part of the sums so paid or payable, not being an amount in excess of the 

expenses so incurred. 

Section 1(3) 

Where any party to the contract has, by reason of anything done by any other party thereto in, 

or for the purpose of, the performance of the contract, obtained a valuable benefit (other than 

a payment of money to which the last foregoing subsection applies) before the time of 

discharge, there shall be recoverable from him by the said other party such sum (if any), not 

exceeding the value of the said benefit to the party obtaining it, as the court considers just, 

having regard to all the circumstances of the case and, in particular,— 

(a)the amount of any expenses incurred before the time of discharge by the benefited 

party in, or for the purpose of, the performance of the contract, including any sums 

paid or payable by him to any other party in pursuance of the contract and retained or 

recoverable by that party under the last foregoing subsection, and 

(b)the effect, in relation to the said benefit, of the circumstances giving rise to the 

frustration of the contract. 

  

2. Sir Guenter Treitel, a leading expert in English law of contract, has characterized the 

decision of the Court of Appeal in Hong Kong Fir Shipping Co. Ltd. v. Kawasaki Ltd. (1962) 

as having “a fair claim to being the most important judicial contribution to English contract 

law in the past century”. Discuss the extent to which such a characterization is justified. In 

your discussion, assess also the benefits and problems raised by the Hong Kong Fir decision. 

 


