Questions on discharge of contracts
1. Identify two situations when the entire performance/contract rule is not followed.
2. What is the meaning of the phrase “accord and satisfaction”?
3. How did the courts distinguish between Krell v Henry [1903] and Herne Bay Steamboat Co v Hutton [1903]?
4. What are the main difference between the common law and statutory rules governing the consequences of frustration?
Answers on discharge of contracts
1. Exceptions to the entire contract rule include where:
· There is acceptance of partial performance
· There is substantial performance
· One party prevents performance of the contract
· One party has tendered performance
· The contractual obligations are divisible or severable
2. Where one party has performed his part of the contract, but then agrees to release the other party from their obligations, there must be ‘accord and satisfaction’ for the new agreement to be valid.
The accord is the agreement between the parties that one will be released from his obligation and the satisfaction is the consideration.
3. In Krell v Henry the whole point of hiring the room was to see the king. In Herne Bay steamboat, seeing the king was not the sole purpose of the trip.
4. Under the common law rules, losses incurred under a frustrated contract often cannot be recovered (Appleby v Myers [1867].
LR FCA 1943 however, allows money to be paid before the frustrating event, subject to a proviso about expenses, to be recovered.
