ADDITIONAL QUESTIONS

Read the following scenario and answer the questions below:
LayZee Builders is working on sports stadium being constructed by Goliath Developments plc for the UK government.  The stadium needs to be finished in time for an important sports event, otherwise Goliath will have to pay penalties to the UK government.  With two months to go before the event is due to take place, LayZee is well behind schedule.  Goliath offers the firm extra money to finish on time.  It also tells LayZee that it will only have to pay a reduced rent on various portakabins provided by Goliath as site offices and for LayZee’s workers to take their many leisurely tea breaks.  All this allows LayZee to hire extra staff which allows the stadium to be finished on time.  However, when LayZee submits its invoice for the extra money, Goliath refuses to pay it.  Goliath is also insisting that LayZee should pay the full rent on the portakabins.

Question 1:   LayZee comes to you for legal advice.  It wants to know if it can enforce the extra payments and refuse to pay the rent on the portakabins.

Question 2:  Would your answer be any different if LayZee had deliberately got behind schedule in the knowledge that this would put Goliath in a difficult position ?

Question 3:  If the stadium had not been behind schedule but the UK government had changed the design of the stadium at the last minute, requiring more work to be done, would a promise by Goliath to make additional payments to Layzee be enforceable?  Cite a case in support of your answer.

ANSWERS:

Question 1:
LayZee does not appear to have provided any new consideration in return for either of Goliath’s promises, so on the face of it, it cannot enforce them – see Stilk v Myrick (1809)). However, as regards the promise of extra payments, it may be able to rely on the case of Williams v Roffey (1990), which involved very similar facts.  It would have to be able to show that Goliath offered the payments of its own free will, without any pressure or duress being applied by LayZee.  It would also have to show that Goliath obtained a benefit from the extra payment i.e. it allowed extra staff to be taken on so that the work could be finished on time.  

Williams v Roffey is no help when it comes to the claim for rent on the portakabins though, as it does not apply in cases relating to part-payment of debts - Re Selectmove (1995).  The general rule is that a promise to accept a smaller sum in payment of a debt is not enforceable unless the debtor has provided some ‘fresh’ consideration – which does not appear to be the case here (see Pinnel’s Case (162) and Foakes v Beer (1884)).  However, LayZee might be able to rely on the equitable doctrine of promissory estoppel, as set out in the case of Central London Property Trust Ltd v High Trees House Ltd (1947). It would have to prove that it had relied on the promise and that it would be inequitable to allow Goliath to go back on its word.  

Question 2:

Yes, in both cases this might well make it difficult for LayZee to enforce the promises made by Goliath.  One of the conditions set out in Williams v Roffey is that LayZee must not have exerted improper pressure on Goliath.  If it has engineered a situation where Goliath will be in difficulty with its customer, it is unlikely to fulfil this condition.  Similarly, promissory estoppel can only be used where the person claiming to have relied on the promise to accept a lesser payment has behaved fairly – and it appears that LayZee has not done so. 

Question 3:

Yes, because in that situation Goliath would be asking LayZee to do more than it had already agreed to do.  Consequently, the promise of further payment and the promise not to insist on the full rent for the portakabins would be enforceable because in doing more work than was originally expected of it, LayZee would have provided fresh consideration.  The most appropriate case to cite here is Hartley v Ponsonby (1857).

