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Exam question 

 

Please answer the following questions in connection with the following case scenarios. In 

answering the questions, you are to apply English law of contract.  

 

In grading the answer, the questions will be weighted as follows. The answers to questions 1 

and 3 will count for approximately 80% of the final grade (each answer counting 

approximately 40%), while the answer to question 2 will count for approximately 20%.  

 

 

Introductory guidance notes: 

This is a straightforward exam and one should not be extra-generous in grading answers. 

 

For Bachelor level students (JUR1260), the answers to questions 1 and 3 are of equal weight. 

Question 2 as set out below is only to be addressed by Master level students. 

 

 

1. Mr. Wealth (W) is a businessman residing in Birmingham. He decides to enter the market 

for hiring out limousine cars, and he engages the services of Limousine Builders Pty Ltd 

(LB), a Birmingham-based company, to build a customized limousine for his new business. 

The initial negotiations for the construction of the vehicle are conducted over the telephone in 

December 2016, and in the course of the conversation, W informs LB of a long list of 

specifications for the limousine that he wants. One such specification is that the limousine is 

to be 24 feet in length. LB notes down these specifications. W and LB then agree on a price 

and delivery date for the finished limousine. The price is to be £60,000, with £10,000 to be 

paid when work on the limousine begins, which is 15 January 2017. The remainder (£50,000) 

is to be paid upon delivery of the finished limousine, that date being agreed as 15 May 2017. 

When the agreement is written up by LB, the specification as to the length of the limousine is 

mistakenly omitted, but neither LB nor W notice this and both sign the written agreement. 

 

On 10 April 2017, LB phones W to say that they are having difficulties in sourcing some of 

the material for the limousine and that because of this they will not be able to complete the 

limousine by 15 May. LB also says that the costs so far have been much higher than they 

envisaged so they demand an extra £5,000 to finish the limousine. W replies that the delay is 

okay and that he is also prepared to pay the extra money but that he definitely wants the 

limousine by 1 June at the latest as he has already made a deal to hire out the limousine for a 

party group on 3 June. LB does manage to finish building the limousine by that date, but 

when W looks over the new vehicle on 2 June he finds that it is only 23 feet in length. He 

complains to LB about this, claiming that this is in breach of what they had agreed. LB replies 

that the specification of 24 feet is not part of the agreement as it is not present in the written 

contract. LB also claims that the fact that the limousine is slightly shorter than 24 feet will 

make no difference to the functionality of the vehicle. This assessment is corroborated by an 

independent expert. The only problem incurred by the fact that the limousine is 23 feet rather 

than 24 feet is that the “leg room” in the passenger compartment of the limousine is slightly 

shorter than it would have been were the vehicle one foot longer. W, however, claims 



damages for breach of contract, and he claims these on a “cost of cure” basis – i.e., in order 

that the limousine is rebuilt so that it is 24 feet long. W claims that it is important to maximize 

the “leg room” in the passenger compartment of the vehicle and that the whole point of hiring 

a limousine is to experience an abundance of spaciousness. W also refuses to pay LB the extra 

£5,000. 

 

Shortly afterwards, W’s nephew (N) hears of W’s difficulties. N is a young brash partygoer 

with a lot of money and he has been thinking about purchasing a limousine to impress his 

friends. N sends W an email and writes: “I have heard about your new limousine and that it is 

not quite what you expected. Knowing your tastes, I presume, though, that the limousine is 

pretty nice. I may be prepared to buy it from you for £45,000”. W replies by email: “Great! 

We have a deal”. A day later, N finds an advertisement for another limousine that looks more 

attractive for him and does not follow up on the email correspondence with W. W believes, 

however, that he and N have made a binding agreement for the sale of the limousine to N and 

is keen to enforce that agreement in the event that his claims against B fail.  

 

Advise W of his contractual rights in relation to LB and N. 

 

Guidance notes:  

 

W vs LB 

Issue 1: has the oral specification regarding length become term of the contract? This is a 

question of fact that has been dealt with many times in case law (e.g. Bannerman v White, 

Routledge v McKay, Schawel v Reade; Oscar Chess v Williams). A good answer would refer 

to some of the factors emphasised in the case law (the importance of the specification for W’s 

entry into the contract; the timing of the statement; the strength of the statement) but note that 

it is difficult to determine the impact of some of these factors due to lack of detail about the 

telephone conversation between W and LB. A good answer would also note (to W’s 

disadvantage) that if a contract is put down in writing, any statement appearing in that written 

agreement will usually be regarded as term, and any prior oral statement that is not repeated in 

the written agreement will usually be regarded as a representation, due to assumption that if a 

statement is left out of written agreement, the parties did not view the statement as important 

(see e.g. Routledge v McKay, Duffy & Ors v Newcastle United Football Co. Ltd.). A good 

answer would also note (to W’s disadvantage) the parol evidence rule. A good answer would 

note, however, several factors that are to W’s advantage): (i) the weakness of the parole 

evidence rule, one exception to it being instances of rectification (evidence of oral agreement 

is admissible if document does not accurately record previous oral agreement); (ii) the lack of 

an “entire agreement” clause in the written contract (thus making it easier to argue that there 

is a previous oral agreement that has been incorrectly written down); (iii) the fact that 

specification of length is important given that limousines can vary considerably in length.  

 

Issue 2: assuming the specification regarding length is a term of the contract, what damages 

may W claim for its breach? Here the focus is on W’s ability to claim “cost of cure”, and a 

good answer would discuss this on the basis of the decision in Ruxley Electronics and 

Construction Ltd. v Forsyth (i.e. “cost of cure” only appropriate if reasonable and cost is 

proportionate to the benefit to be obtained). An excellent answer would compare the factors 

that pertained in Ruxley with the factors in the case scenario and point out, inter alia, that W’s 

preparedness to sell the limousine to N might indicate that he would not use the “cost of cure” 

damages to alter the limousine (a factor that indicates awarding such damages might not be 



reasonable). A good answer would conclude that W is probably unable to claim cost of cure 

damages but be entitled to a price reduction according to the disbenefit of the shorter length.  

 

Issue 3: does W have to pay the extra money? This question requires application of Williams v 

Roffey and a discussion of the differences and similarities between the sort of situation in that 

case and the situation in the scenario. Overall, a good answer would conclude that W probably 

has to pay given that: (i) there is no clear evidence of duress – though an excellent answer 

would note the problematic aspect of “LB demands”; and (ii) W will receive benefit of being 

able to hire out the limousine at favourable rate. 

 

A poor answer would try to apply the doctrine of promissory estoppel. However, the doctrine 

has never been applied to situations of promises to pay more! 

 

Issue 4: what is the significance of LB’s failure to meet the initially agreed date for delivery? 

This is just a minor issue and would be dealt with very briefly by reference to the doctrine of 

waiver. An excellent answer would also bring in a reference to Charles Rickards Ltd. v 

Oppenheimer which concerns a similar fact situation. 

 

W vs N 

Issue 1: is there intention to create legal relations in light of the family ties between W and N? 

Note rebuttable presumption that such intention does not exist with respect to family 

relationships (e.g. Balfour v Balfour). Here, however, the context is predominantly 

commercial and presumption can probably be rebutted quite easily. 

 

Issue 2: is there a contract between W and N? First communication by N is probably not offer 

but invitation to treat, similar to fact situation in Gibson v MCC.  

 

 

2. Assume that the workshop in which LB builds the limousine burns down in March 2017, 

thus destroying the vehicle which was then only partially built. Police investigations 

afterwards revealed that the fire might have been caused by faulty electrical wiring in the 

workshop. Explain whether W may reclaim the £10,000 he paid in January. 

 

Guidance notes: 

A very good answer would first flag the issue of whether the doctrine of frustration can be 

applied here given the hint in the scenario that the fire might be the fault of LB – frustration 

only pertains with respect to supervening events that are not the fault of the parties to the 

contract. But the facts are too vague to conclude on this point. Thus, a good answer would go 

on to treat W’s claim assuming frustration pertains. A good answer would note that W’s claim 

to recover the £10,000 is governed by s. 1(2) of the Law Reform (Frustrated Contracts) Act 

1943. Under s. 1(2), W would be able to get back his money minus any expenses incurred by 

LB, as the court deems reasonable. Given that LB has probably incurred considerable 

expenses by the time of the fire, W might well end up with little or nothing. 

 

 

3. Explain the prerequisites under English law of contract for the valid application of the 

doctrine of promissory estoppel. Discuss whether or not the doctrine’s current field of 

application ought to be broadened (de lege ferenda), and, in doing so, discuss in what respects 

it might usefully be broadened. 

 



Guidance notes: 

A good answer must contain two elements: a de lege lata element explaining the criteria for 

applying promissory estoppel (p.e.); and a de lege ferenda element addressing the propriety of 

broadening p.e.’s field of application.  

 

Regarding the first element, a good answer would note the four criteria laid down in High 

Trees:  

(i) There is a pre-existing contractual relationship; 

(ii) One party to that contract makes a clear promise that they will not fully enforce their legal 

rights (under that contract);  

(iii) The promisor intends that the promise be relied upon and the promisee does in fact rely 

upon it;  

(iv) It would be inequitable for the promisor to go back on (resile from) their promise. 

 

A very good answer would elaborate on these criteria by noting, inter alia, that the promise 

need not be express, nor need the promisee’s reliance be detrimental in the sense that, if the 

promise were revoked, the promisee would be worse off than if the promise had never been 

made; the promisee need simply to have altered their position in reliance upon the promise so 

that they would be prejudiced if the promisor were to resile from the promise. A very good 

answer would further note that whether inequity would result (the fourth criterion) depends on 

assessment of all circumstances of case at hand, and that if a promisee extracts a promise 

through extortion and/or deception, then the fourth criterion would not be met. 

 

A good answer would additionally observe that, in line with its origins in equity, p.e. cannot 

be used as a cause of action in itself; it does not confer or create new rights on the promisee; it 

only operates to stop promisor from fully enforcing their previous rights against promisee.  

 

A very good answer would highlight that p.e. hitherto has not been applied in ‘increasing 

pact’ situations – i.e., where one party promises to do more than what a contract requires or to 

pay more than required (the situation exemplified by Williams v. Roffey). 

 

As for the de lege ferenda element, this is considerably more challenging to tackle and I 

would predict that many students will struggle to address it well. A solid answer would 

discuss the propriety of exending p.e.’s application in at least one of the following ways: 

(i) Applying p.e. to situations in which there is no pre-existing contract (i.e., applying p.e. to 

pre-contractual negotiations); 

(ii) Applying p.e. as a cause of action; 

(iii) Applying p.e. to ‘increasing pacts’; 

(iv) Applying p.e. as replacement for consideration. 

 

A very good answer would discuss two or more of these options. 

 

Regarding option (i), a very good answer would mention the much-discussed Australian case 

of Waltons Stores (Interstate) Ltd. v. Maher (1988) in which the Australian High Court 

applied p.e. to precontractual negotiations not so much in order to enforce a promise but in 

order to remedy detriment caused by unconscionable behaviour on the part of Waltons. A 

very good answer would briefly broach whether English courts ought to follow this 

development. Here an argument along the lines advanced by Chen-Wishart could be made 

(Chen-Wishart states: ‘If the nub of promissory estoppel is the promisor’s unconscionability 

in inducing reliance on his promise and then reneging on it, it should not matter whether or 



not there is a pre-existing contractual or other legal relationship between the parties’ (M. 

Chen-Wishart, Contract Law (OUP, 2005), p. 180–181)). 

 

With respect to option (ii), an excellent answer might note that p.e. may be applied as a cause 

of action in the USA (within the broad discretion given to courts under section 90(1) of the 

US Restatement (Second) of Contracts). 

 

Regarding option (iii), a very good answer would discuss whether Williams v Roffey (and 

similar ‘increasing pact’ cases) could have been resolved more sensibly by invoking p.e. 

rather than finding somewhat artificially that consideration exists in the form of the obviation 

of a disbenefit.  

 

Regarding option (iv), a very good answer would consider the propriety of making reliance an 

overarching principle of English contract law instead of the exchange principle that revolves 

around the need for consideration.  


