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Legal Update
Notice the details: Court of Appeal decision
highlights the importance of strict compliance with
contractual notice provisions
The Court of Appeal has handed down judgment in
the case of Stobart Group Limited and another v
William Stobart and another1, concerning whether
or not a letter written by the appellants amounted
to notice that the appellants intended to pursue a
claim against the respondents, in accordance with a
notice provision contained in a sale and purchase
agreement.

Background to the appeal
The first appellant (Stobart Group Limited (“SGL”))
entered into a sale and purchase agreement
(“SPA”) with the respondents (the “Vendors”) in
March 2008, pursuant to which SGL purchased the
entire share capital in Stobart Rail Limited (the
second appellant) (the “Company”, together with
SGL, “Stobart”).
The SPA contained a covenant setting out the
circumstances in which the Vendors would be
responsible for the Company’s tax liability incurred
prior to the sale completing but recognised after
the sale (“Tax Claim”). The relevant SPA notice
provisions with respect to any Tax Claim were as
follows:
• 		 Schedule 4, paragraph 7.1 – SGL was required
to notify the Vendors of any potential claim
against the Company by HMRC (“Paragraph 7
Notice”); and
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• 		 Schedule 4, paragraph 6.3 – the Vendors had
no liability with respect to any Tax Claim unless
SGL had, by 4 April 2015 (being the seventh
anniversary of completion (the “Tax Claim
Limitation Period”)) given written notice
that it was bringing a Tax Claim against the
Vendors in respect of the Company’s tax liability
(“Paragraph 6.3 Notice”).
Shortly before the Tax Claim Limitation Period
expired, SGL wrote to the Vendors indicating the
Company’s potential liability to a Tax Claim and
asked whether the Vendors wished to have
“conduct of discussions with HMRC in relation to
the claim” (the “March 2015 Letter”).
Stobart argued at first instance that the March 2015
Letter was a valid Paragraph 6.3 Notice and issued
proceedings against the Vendors for a sum equal to
the Company’s tax liability. The Vendors
contended that the March 2015 Letter was not a
valid Paragraph 6.3 Notice and that because no
notice had been served before the Tax Claim
Limitation Period expired, Stobart’s claim was
time-barred.
At first instance, the judge agreed with the Vendors
and awarded the Vendors summary judgment.
Stobart sought (and was granted) permission to
appeal to the Court of Appeal.

Court of Appeal’s decision
The Court of Appeal unanimously rejected
Stobart’s appeal.
In its judgment (delivered by Lord Justice Simon),
the Court of Appeal held that whether considering
a contract or a unilateral notice, it was the court’s
task to ascertain the objective meaning of the
language used, and it did not matter whether it
conducted its analysis by considering first the strict
wording of the document or the context in which
the document came into existence.
During the appeal, Stobart had argued that the
notice-giver’s intention had to be construed in
accordance with any agreement between the
parties as to what the notice was intended to
convey. In particular, Stobart submitted that given
it had already served a Paragraph 7 Notice on 9
April 2008, the Vendors would have understood
that the March 2015 Letter was not a further notice
pursuant to that provision and, therefore, must have
been a Paragraph 6.3 Notice.
However, the Court of Appeal rejected Stobart’s
arguments and, finding that the March 2015 Letter
did not constitute a valid Paragraph 6.3 Notice,
noted the following points:
• the March 2015 Letter had been drafted by a
lawyer and expressly adopted the definitions
set out in the SPA. It made no reference to a
Tax Claim, nor did it refer to a claim being made
(pursuant to Schedule 4, paragraph 6.3 or otherwise) against the Vendors. Instead, it only gave
notice in terms of a contingency, by referring to
“a potential Liability to Taxation” and a “potential claim”;
• 		 Schedule 4 of the SPA had envisaged two
possible but distinct forms of notice: (i) the
notice of a Tax Claim against the Vendors (i.e.,
a Paragraph 6.3 Notice); and (ii) a notice of a
claim by HMRC against SRL (i.e., a Paragraph
7 Notice). The Court of Appeal held that the
express reference to confirming whether the
Vendors wished to have continued discussions
with HMRC “pursuant to paragraph 7” made it
“quite clear” that it was the latter form of notice
and not the former;

• 		 the March 2015 Letter concluded by setting out
“the likely estimate” of the quantum of claim
and attached a detailed schedule which was
headed “Summary of company exposure” –
which was, in other words, a summary of SRL’s
exposure to HMRC.
Consequently, the Court of Appeal held that,
taking into account the relevant contextual
background, a person receiving the March 2015
Letter with knowledge of the terms of the SPA
would have understood the notice to be a
Paragraph 7 Notice (rather than a Paragraph 6.3
Notice) and, therefore, the claim against the
Vendors fell outside the Tax Claim Limitation Period
and was time-barred.

Comment
This judgment serves as a useful reminder of the
importance of strict compliance with contractual
notice provisions and the significant consequences
that may arise when parties fail to draft notices
correctly – particularly if serving a notice of a claim
immediately prior to a limitation period expiring.
This decision also illustrates the fact that courts will,
when interpreting contractual notices, adopt the
same approach as they do when interpreting
contracts more generally. Consequently, courts will
focus on giving effect to the objective meaning of
the contract, having regard to the express wording
of the notice and (where appropriate) the
admissible background.
More broadly, when drafting contractual notices,
one should always have regard for the various
“logistical” requirements which may be expressly
stipulated in an agreement’s notice clause in order
to avoid any potential arguments that service of the
notice was in any way defective. Such requirements
which are commonly stipulated include (but are not
limited to):
• permitted methods for service;
• the designated address for service;
• specific individual(s) on whom the notice should
be served.

It is therefore important that any party giving notice
in accordance with a contractual notice provision
ensures that their notice is drafted as clearly as
possible, by reference to (and in accordance with)
the relevant contractual provisions pursuant to
which notice is given and is compliant with any
expressly stated notice formalities.

If you have any questions about the issues raised in
this legal update, please get in touch with your
usual Mayer Brown contact or:
Miles Robinson
Partner, London
E: miles.robinson@mayerbrown.com
T: +44 20 3130 3974
Jonathan Cohen
Senior Associate, London
E: jcohen@mayerbrown.com
T: +44 20 3130 3536

Mayer Brown is a distinctively global law firm, uniquely positioned to advise the world’s leading companies and financial institutions on their most
complex deals and disputes. With extensive reach across four continents, we are the only integrated law firm in the world with approximately 200
lawyers in each of the world’s three largest financial centers—New York, London and Hong Kong—the backbone of the global economy. We have deep
experience in high-stakes litigation and complex transactions across industry sectors, including our signature strength, the global financial services
industry. Our diverse teams of lawyers are recognized by our clients as strategic partners with deep commercial instincts and a commitment to creatively
anticipating their needs and delivering excellence in everything we do. Our “one-firm” culture—seamless and integrated across all practices and
regions—ensures that our clients receive the best of our knowledge and experience.
Please visit mayerbrown.com for comprehensive contact information for all Mayer Brown offices.
This Mayer Brown publication provides information and comments on legal issues and developments of interest to our clients and friends. The foregoing is not a comprehensive
treatment of the subject matter covered and is not intended to provide legal advice. Readers should seek legal advice before taking any action with respect to the matters
discussed herein.
Mayer Brown is a global services provider comprising associated legal practices that are separate entities, including Mayer Brown LLP (Illinois, USA), Mayer Brown International
LLP (England), Mayer Brown (a Hong Kong partnership) and Tauil & Chequer Advogados (a Brazilian law partnership) (collectively the “Mayer Brown Practices”) and non-legal
service providers, which provide consultancy services (the “Mayer Brown Consultancies”). The Mayer Brown Practices and Mayer Brown Consultancies are established in various
jurisdictions and may be a legal person or a partnership. Details of the individual Mayer Brown Practices and Mayer Brown Consultancies can be found in the Legal Notices section
of our website. “Mayer Brown” and the Mayer Brown logo are the trademarks of Mayer Brown.
© 2019 Mayer Brown. All rights reserved.
Attorney Advertising. Prior results do not guarantee a similar outcome.

0605ldr

