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Exam questions 

  

Please answer the following questions. In answering the questions, you are to apply English 

law of contract. The answers to questions 1 and 3 count approximately 80 percent of the final 

mark (each answer counting approximately 40 percent), while the answer to question 2 counts 

approximately 20 percent. 

  

Question 1 

Solid Luxury (SL) is a company based in the UK which specialises in the construction of up-

market hotels. It plans to build a large hotel complex in Bermuda, but it does not have all of 

the capital necessary to undertake the project. In order to attract the necessary capital, SL 

commissions Easy Money (EM), a UK-based venture capital firm, to find banks that are 

willing to invest money in SL’s enterprise. The terms of the commission agreement stipulate 

that if EM is able to find four banks that are each willing to invest a minimum of £1 million in 

SL’s enterprise, EM will be paid £400,000. EM manages to find three such banks – and 

informs SL of this – but before EM finds a fourth bank, SL decides to cancel the entire 

Bermuda project. SL’s decision is triggered by the publication of statistics showing a sharp 

downturn in the number of tourists travelling to Bermuda, and by public statements from 

several leading experts in tourism predicting that the downturn will last for at least the next 

ten years. SL refuses to pay EM any remuneration for its efforts thus far in finding investors. 

  

Two weeks before deciding to cancel the entire project, SL has become quite anxious about 

the project’s financial viability but does not make this anxiety public – in other words, SL acts 

as though it will press ahead with the project. Accordingly, SL enters into negotiations with a 

firm of architects, Tropical Designs (TD), to undertake design of the planned hotel complex. 

At the start of the negotiations, TD informs SL that it has “a great deal of experience in 

designing large luxury hotels in the Caribbean”. SL and TD sign a joint letter of intent (LOI) 

in which each of them states that they are “willing to collaborate and undertake work on the 

project under terms to be laid out in a written contract to be agreed within 4 weeks of the date 

of this letter”. Concomitantly, the LOI stipulates that the “total price” of TD’s work “will be 

agreed within 4 weeks of the date of this letter”, but that TD “may, in the meantime, 

commence initial work on the project at a rate of £250 per hour, but not exceeding 30 hours in 

this period”. The LOI further stipulates: “This letter of intent shall be governed by English 

law and subject to the exclusive jurisdiction of English courts”. TD is keen to take on the 

work and begins immediately drafting preliminary designs that it sends to SL for feedback. 

SL replies soon thereafter that the designs “look interesting”, although the company is by this 

stage rapidly losing enthusiasm for the project. Straight after the LOI is signed, TD also hires 

four extra staff, each on a 6-month employment contract, as the project is considerably bigger 

than the projects TD has worked on previously for other clients. TD does not inform SL of its 



staff expansion. When SL subsequently cancels the entire project, it refuses to pay TD any 

remuneration for TD’s work on the preliminary design plans. SL also refuses to compensate 

TD for the losses it sustains due to its hiring the extra staff who will now not be needed. 

  

(i) What are the respective prospects of EM and TD being able to claim remuneration under 

English law of contract? And regarding TD, would it gain any benefit in this situation from 

the doctrine of promissory estoppel? 

  

Assume the following variation on the above-described scenario. This is that EM finds a 

fourth bank, Whitewashed Funds (WF), that is willing to invest money in the construction 

project but only on the condition that WF is able to withdraw 30 percent of its capital 

contribution any time after 36 months from the date of the agreement’s execution. Assume too 

that SL accepts the involvement of WF and the precondition for its involvement, and that SL 

does not cancel the project. EM then engages a law firm, Best Advice (BA), to prepare a 

partnership agreement between SL and the four investment banks. Acting as SL’s agent, EM 

instructs BA to include an option in the partnership agreement that allows WF to withdraw 30 

percent of its capital contribution from the partnership any time after 36 months from the date 

of execution of the agreement. BA mistakenly drafts the relevant clause such that WF is 

allowed to exercise the withdrawal option at any time within the first 36 months from the date 

of the agreement’s execution. Following the mistaken drafting, WF withdraws 30 percent of 

its investment only six months after the date of execution. The consequence of this 

withdrawal is that SL has substantially to reduce the scale of its hotel construction project. 

  

(ii) Can SL successfully sue BA for its loss of profit due to the reduction in scale of the hotel 

construction project? In your answer, you need not consider a possible claim in negligence, 

and you may treat the relationship between SL and BA as contractual. 

  

Assume yet another variation on the scenario. This variation concerns the relationship 

between SL and EM. Assume that EM provides various advisory services for SL prior to its 

formal engagement on the Bermuda project. Assume that SL promises to give EM a 2 percent 

interest in the completed hotel complex “in consideration of EM’s previous services”. This 

promise is in addition to SL’s offer to pay EM a commission of £400,000 if EM is able to find 

four banks that are each willing to invest a minimum of £1 million in the Bermuda project. SL 

later refuses to give EM a 2 percent interest in the hotel complex, claiming that its promise is 

not supported by valid consideration from EM. 

  

(iii) What is the legal strength of SL’s claim under English law of contract? 

Question 2 



Assume the following variation on the above-described hotel construction project. In order to 

find a location to build the planned hotel complex, SL negotiates the purchase of a block of 

land from Sitting Nicely (SN), a company that owns an extensive area of virgin rainforest on 

the Bermudan coastline. SL informs SN that it plans to build a hotel complex on the block of 

land that is the subject of negotiations, and they agree on a price for the land that reflects these 

development plans. However, the development plans are not specified in the written contract 

for the sale of the land. Three months after the sale, there is a change of government in 

Bermuda. The new government is much more concerned about preserving the natural 

environment than the previous government was, and it introduces legislation that places the 

land acquired by SL under an environmental protection order that prevents the construction of 

the planned hotel complex. This reduces the commercial value of the land by 80 percent. 

  

  

(i) Can SL successfully claim that the contract is discharged on the basis of the doctrine of 

frustration? Give reasons for your answer. 

  

(ii) Would the answer to the first sub-question differ if the contract for sale of the land 

specifically mentioned that the land was being acquired for the purposes of the hotel 

development? Again, give reasons for your answer. 

  

Question 3 

Consider the following claim: 

  

“In light of all the uncertainty arising from case law concerned with the measure of damages, 

it is always best for contracting parties to make express provision in their contracts as to how 

much damages are to be paid in the event of breach of contract. This is despite the fact that 

the courts are increasingly critical of attempts by parties to agree the measure of damages 

before breach occurs.” 

  

To what extent does this claim accurately reflect English law of contract dealing with 

damages? Give reasons for your answer. 

 


