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Lesson plan 

Damages in contract 
Craig Beauman 

This lesson plan and activities should be used in conjunction with the ‘Examination focus’ on pp. 7–9 
of the magazine. 
The big 
picture 

Students are researching a new topic on contractual damages: the common law’s 
rationale, definition and development in practice. This is to be used in short- or long-
answer, multiple-choice or scenario-type questions. 

Objectives LO1: for students to develop an understanding of the definition of contractual 
damages. 

LO2: for students to analyse common law damages. 

LO3: to enable students to identify key cases in this area of law.  

LO4: for students to be able to apply this knowledge to a given scenario and 
conclude liability. 

AfL LO: for students to achieve their individual targets on this topic on their 
differentiated tracking sheets. 

Engagement Complete wall displays: pictogram on consideration, the rules of consideration and 
the application of the law in practice. 

Complete a wall display: the definitions of consideration. 

Add to the class exemplar folder. 

One-to-one demos. 

Stickability 5–10 key points on contractual damages and the rules of damages. 

ILAC or IDEA method of tackling scenario questions. 

Attainment 
for learning 

Use individual tracking sheet for sub-topics on damages. 

Students should know their minimum target grade and their aspiration grade and 
how to ‘bridge the gap’. 

Learning 
episodes 

Task 1: demonstration/discussion (teacher-led: key questions) — what we have 
found out about damages and the rules of common law damages.  

Task 2: demonstration/discussion — what are the missing words? 

Task 3: demonstration/discussion (teacher-led: scenario-based question) — what 
does our research tell us about potential exclusions? 

Differentiation Support students: 
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Grade A*/A, C/D and E/U: add to exemplar folder on topic. 

Absenteeism/reluctance to engage etc. 

Refer to individual target sheets. 

Task within tasks (e.g. engagement through unforeseen questions or points raised). 

Activity 
Divide students into three groups. Each group should be allocated one of the three tasks that follow. A 
carousel system can be used, or each group presents on an individual task to the other two groups. 
The tasks should be completed in conjunction with the ‘Examination focus’ on pp. 7–9 of the 
magazine. 

Contract law and damages: the context 
Suppose one party entices another party into forming a contract. For example, a computer supplier 
(X), promises a computer shop (Y) that they will supply Y with 400 tablet computers for the Christmas 
market. Y agrees and takes many orders from customers. However, X fails to deliver the tablet 
computers, leaving Y with irate customers and negative comments on social media. 

It would make sense that, in this situation, financial compensation should be paid. Here, Y, the 
unfortunate party, should not be ‘out of pocket’ because of the other party’s inability to fulfil their 
obligations. 

Through the common law, the main type of remedy where a contract has not been fulfilled is through 
damages. Damages generally equates to monetary compensation in pounds. There are two main 
types of common law damages: liquidated and unliquidated. 

A failure to carry out a contractual obligation should allow the injured party to financially 
recover from being let down. 

Task 1: key cases in damages in contract law 
Answer the following questions: 

1 What was the court’s decision in Dunlop v New Garage and Motor Co. (1914) in relation to 
liquidated damages? 

2 What were the facts in Hadley v Baxendale (1854)? 

3 ‘The legal rule in Hadley v Baxendale (1854) provides a sound resolution to contractual 
damages and cannot be challenged.’ 

Explain the rule in this case and whether you agree or disagree with this statement. 

4 What is meant by ‘mitigation of loss’ in relation to contractual damages? 

Extension activity 
5 Explain the decision in Pilkington v Wood (1953) and whether the correct decision was made. 
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Task 2: contractual remedies — damages 
Complete the missing words:  

Liquidated damages 
Liquidated damages operate when both parties to the contract have, at the time of contracting, 
________ an amount of damages in the contract that would be paid should there be a breach of 
contract — see ________________________ v New Garage and Motor Co. (1914). However, the 
amount fixed could be ignored by the court unless it represents a ______________ assessment of 
any loss. If the amount is a proper reflection of the loss, the courts will enforce the agreed amount of 
damages. 

Unliquidated damages 
Where there is no __________ amount of damages, the courts can fix an amount based on the actual 
loss. This is called unliquidated damages. 

The main tests for unliquidated damages can be seen by looking at the issue of causation and the 
remoteness of loss in order to fix the amount: 

• For __________, the courts will simply look at the breach to see whether it was factually 
caused by the actions of the defendant. 

• In terms of remoteness of loss, it is not practical for every consequence that follows a breach 
of contract to be compensated for. Here, the courts will look at what consequence should be 
compensated for and how much compensation should be paid. 

In Hadley v ______________ (1854), Alderson B stated in court: 

‘Where two parties have made a contract which one of them has broken, the damages which the other 
party ought to receive in respect of such breach of contract should be such as may _________ and 
___________ be considered either arising naturally.’ 
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Task 3: scenarios 
Consider the following three scenarios and consider whether damages would be appropriate. 

Scenario 1 Scenario 2 Scenario 3 

William owns a greengrocers in a 
town centre. A new supplier says 
that they can get apples and 
pears at half the price that William 
pays from his usual supplier. The 
new supplier says that if they 
can’t deliver the amount ordered, 
then they will pay William 100% of 
the loss. William orders £200 
worth of apples and £200 worth of 
pears. However, the new supplier 
fails to deliver any of the order. 

Sally is a Christmas card 
designer. She has a big order 
from a large department store 
in London for 30,000 cards. 
The photocopier that she uses 
to produce the cards has 
broken down, so she orders a 
new one from XYZ 
Photocopiers. XYZ promises to 
deliver the photocopier in 3 
days but fails to deliver the 
copier, meaning Sally is unable 
to fulfil the department order. 
Sally has not told XYZ of her 
order with the department 
store. 

Steve owns a sports shop. He 
has agreed to take a delivery of 
a large number of branded 
football shirts for a top Premier 
League team at a third of the 
normal price Before taking the 
order, the supplier informs 
Steve that the shirts will be 
replaced with a new style in 
1 month. Steve takes delivery 
of the shirts and sells the shirts 
at the normal retail price and 
loses a significant amount of 
money on them. 
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