
PBL Case Study Summaries 

 
Note there are no cases for week 1-2. There are 88 cases in total (97 situations) 

Week 3: Case law 
4 cases in total, all except Taylor are relevant to week 4 

 Taylor v Johnson (1983) 151 CLR 422 

Johnson offered in writing to sell 10 acres of land to Taylor for $15000, instead of at $15000 per acre. Taylor, 

knowing it was too good to be true, said nothing and quickly accepted the offer. Given the circumstances, 

the contract should be set aside. Principle of equity and upholding good conscience: If a party enters a 

contract under a serious mistake in relation to a fundamental term, the contract will be made void is the 

other party was aware of circumstances that indicate the first party is mistaken, and deliberately sets out to 

ensure that the first party does not discover their error until it is too late. 

 

TLDR: If a party enters a contract under a serious mistake in relation to a fundamental term, the contract will 

be made void is the other party was aware of circumstances that indicate the first party is mistaken, and 

deliberately sets out to ensure that the first party does not discover their error until it is too late. 

 

 Balfour v Balfour [1919] 2 KB 571 

Ms Balfour is sick and stays in England while Mr Balfour is employed overseas. Mr Balfour promises £30/month 
for Ms Balfour’s maintenance. The couple were living in amity when the promise was made.  Ratio decidendi of 
the case was that: when married persons enter into domestic agreements, the reasonable assumption is that 
they do not intend such agreements to be legally enforceable. 
 
This ratio decidendi is only persuasive in an Australian Court as the case was in England 
 
TLDR; Wife (Ms Balfour) is sick and is promised allowance from husband. Sues for unpaid allowance. She did not 
win the case. This is as when married persons enter into domestic agreements, it is assumed that they do not 
intent such agreements to be legally enforceable 
 

 Cohen v Cohen (1929) 42 CLR 91  

 



TLDR; Wife (Ms Cohen) sues husband (Mr Cohen) for unpaid dress allowance. She lost as it was inferred that 

the agreement was not intended to be legally binding.  

 

 Merritt v Merritt [1970] 1 WLR 1211 

 
 

TLDR; we can state the ratio in Merritt’s case as: “When married persons whose relationship has already 

broken down enter into agreements, even of a domestic nature, the reasonable assumption is that they do intend 

such agreements to be legally enforceable.” 

 

This ratio decidendi is only persuasive in an Australian Court.  But it seems to be based on a valid distinction 

made between the different cases.   

 

Merritt’s case does not mean that Balfour and Cohen’s cases are wrong but we need to refine the ratio laid down 

in those cases: e.g. “When married persons who are living in amity enter into domestic agreements, the 

reasonable assumption is that they do not intend such agreements to be legally enforceable. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Week 4: Contract formation/ making a contract 
16 cases in total (3 from week 3- Belfour, Cohen, Merritt) 

 Price v Easton (1833) 4 B & Ad 433 (p. 99 of textbook) 

 
TLDR; Builder owed money to Price but didn’t have money to pay price back. Easton agreed with the builder that 

if the builder did work for him, he would pay price. Even though the builder did the worker, he didn’t pay Price. 

Price sued Easton based on the promise that he would be paid. However it was decided Price was not entitled to 

enforce the promise. This is as Price was not a party to the agreement between Easton and the builder, and under 

the doctrine of privity of contract, Price did not acquire legally enforceable rights under that contract.  

 

 Coulls v Bagot's Executor & Trustee Co Ltd (1967) 119 CLR 460 (p. 99) 

 
TLDR; Mr Coulls made a contract with O’Neil construction company to use his property to dig up and remove 

stone. The contract authorized O’Neil to pay the royalties to Mr Coulls wife. Mr Coulls. It was decided that Mrs 



Coulls did not have the legally enforceable right to payment of royalties as she was not a party to the control. The 

royalties were instead made to be paid to Mr Coulls estate, to be distributed to his beneficiaries.  

 

 Placer Development Ltd v Cth (1969) 121 CLR 353 (p. 85) 

 
TLDR; Government said it would pay a subsidy to timber importers to Australia. The subsidy was to be ‘’of an 

amount or at a rate to be determined by the Commonwealth from time to time’’. Placer, a timber importer, wanted 

to enforce payment of the subsidy. However, the court held that was the government said was not a legally 

enforceable payment. This is ‘’a promise to pay an unspecified amount of money is not enforceable’’, due to the 

fact that the amount is left to the discretion of the promisor (the governor), and deficiency (unpaid amount) is not 

remedied by a provision that the promiser (government) will fix the amount for the payment. Promises like this 

are not treated as vague or uncertain promises, but rather as illusionary promises  

 

 Partridge v Crittenden [1968] 2 All ER 421 (p. 88) 

 



Partridge put an ad in the newspaper offering to sell wild birds, and was sued by the RSPCA for doing so 

‘’unlawfully’’. The court decided that the ad did not amount to an offers in the full legal sense, capable of 

acceptance to create a binding contract. It was only an invitation to enter into negotiations with interested buyers 

who might themselves offer to buy the advertised birds. The reason was that ads, unless coming from 

manufacturers themselves, should be seen in a business sense as ‘’bring construed as invitations to treat and are 

not offers of sale’’ 

 

Note, compare with the below case (Carlill v Carbolic Smoke Ball Co) 

 

 Carlill v Carbolic Smoke Ball Co [1893] 1 QB 256 (p. 68, 79, 89) 

 
Issue 1: intention to be legally bound 

 
Issue 2: Offers made to the world at large 

 



 

Issue 3: Acceptance by conduct 

 
Issue 4: Performance of an act of consideration 

 
TLDR; Carbollic Smoke Ball co offered smokeball products which were marketed as being able to prevent 

influenza. To display their seriousness, they offered a $100 reward for those who caught influenza while using 

the product. Also they deposited $1000 in a bank account to pay the rewards. Carlill used the product and 

nevertheless contracted influenza. She sued Carbollic and won the case as: an offer being made to the world at 

large is capable of being accepted by anyone, there was an intention to be legally bound ($1000 deposit), 

acceptance by conduct (Carlill had accepted the offer by buying and using the smoke ball), performance as an act 

of consideration (buying and using the smokeball provided the necessary consideration to make the promise to 

pay the reward enforceable) 

 Masters v Cameron (1954) 91 CLR 353 (p. 73) 

 
TLDR; Cameron agreed to sell her farm to Masters. Both parties signed a written agreement and set out details of 

the agreement, one of which was that the ‘’agreement is made subject to the preparation of a formal contract of 



sale which shall be acceptable to my [Cameron’s] solicitors on the above terms and conditions. In the 

circumstances of the case it is clear that Cameron had not intended to be bound until a formal contract was prepared 

and signed. In this case, the words ‘’subject to’’ the preparation of a formal contract were sufficient to indicate an 

intention not to be legally bound by the agreement at all unless and until the formal documents are prepared and 

signed. 

 

 Henthorn v Fraser [1892] 2 Ch 27 (p. 90) 

 
TLDR; Fraser offered to sell houses to Henthorn for $750, giving him 14 days to accepted the offer. Henthorn 

accepted the offer by posting a letter, however before the letter was received by Fraser, he had been offered a 

higher price for the houses. Fraser attempted to retract his offer to Henthorn. The court held that the acceptance 

of the offer was effective as soon as the letter of acceptance was posted by Henthorn, which took place before 

Fraser’s attempt to withdraw the offer.  

 Brinkibon Ltd v Sthalwharenhandelsgesellschaft [1983] 2 AC 34 (p. 91) 

 



TLDR; Brinkiford, a company in London, England, wished to purchase Steel from Stahag, a company based in 

Vienna. Through their negotiation, a number of telexes (two way typewriter service, like faxes) were sent. A 

dispute arose, and for procedural reasons, it was important to determine whether the contract for the purchase of 

the steel had been made in England or Australia. The court held that the acceptance took effect when the telex 

was received by Stalag in Vieenna. The contract was therefore made in Vienna. 

 

 Esso Petroleum Co Ltd v Commissioners of Customs and Excise [1976] 1 All ER 117 

 (p. 72) 

 
TLDR; Esso petroleum produced a set of commemorative coins that were collector items (they had no value as 

money). To promote the sale of its petrol, Esso promised to give motorists a ‘free’ coin every 4 gallons of Esso 

petrol purchased. The Commissioner of Customs and Excise argued that the ‘free’ coins were ‘produced in 

quantity for general sale’ and were therefore subject to a purchase tax. In a majority decision, the House of Lords 

held that the terms of the promotion were intended to be a legally binding promise. The coins were therefore 

subject to the purchase tax. This is as the offer of commemorative coins were a commercial promotion from which 

Esso and its station operators stood to gain, and the coins were only offered to its customers. 

 

 Ermogenous v Greek Orthodox Community of SA Inc (2002) 209 CLR 95 (p. 72) 

 
TLDR; The Greek Orthodox Community of SA invited Ermogenous, then in America, to become the head of the 

Greek Orthodox Church in Australia. He accepted the offer, came to Australia, and served as an archbishop for 

23 years. He was paid a salary by the Community. At the end of his appointment, the Community refused to pay 



him for accumulated leave that Ermogenous would have been entitled to under a legally binding contract of 

employment, arguing that the agreement with Ermogenous was not intended to be legally binding. The court held 

that the agreement was intended to be legally binding and Ermogenous was entitled to payment for accumulated 

leave. This is as Ermogenous received monetary and economic benefits, furthermore an incorporated non-

religious body made the agreement. The existence of an intention to be legally bound is judged on the basis of all 

the relevant available facts. 

 Thomas v Thomas (1842) QB 851 (p. 77) 

 
TLDR; Mr Thomas died, however expressed the desire that should his wife outlive him, she would be able to live 

in his house until she died. After she died, Mr Thomas’s executors entered into an agreement with Ms Thomas, 

charging her $1 a year. The court found that Ms Thomas was entitled to enforce the agreement of being able to 

live in the house for life. 

 

 Stylk v Myrick (1809) 170 ER 1168 (p. 78) 

 
TLDR; Two seaman deserted their ship. The captain made a promise to the remaining crew that they would share 

the deserters pay if they worked extra hard to get the ship safely back home. However, when the ship got back to 

England, the ship-owner refused to honor the captain’s promise. The crew wished to enforce the promise, saying 

that there was an enforceable contract for the extra pay. However, the court held that the crew had given nothing 

of value in exchange for the captain’s promise. Accordingly, no binding contract for extra pay was created. The 



reason being, when they had originally signed on for the voyage, the crew made a promise to do whatever was 

necessary in the case of any emergencies to bring the ship home safely. When the captain promised extra pay, the 

crew had promised nothing in return beyond what they were already legally bound to do.  

 

 Musumeci v Winadell Pty Ltd (1994) 34 NSWLR 723 (p. 82) 

 
 

TLDR; Mucumeci who sold fruit and vegetables, leased his shop in a mall from Winadell. Later, Winadell leased 

another shop in a mall to a competing fruit and vegetables retailer and Mucumeci’s business declined. Mucumeci 

told Winnadell that his shop was no longer viable and asked to reduce the rent. Winadell accommodated to 

Mucumeci, reducing the rent price by 30%. However, issues arose and Winadell wanted to evict Mucumeci from 

the mall. Winadell argued that the new lease at a reduce rental was not legally binding. However, the court held 

that the promise to reduce the rent was properly supported by consideration and therefore was legally binding. 

The consideration obtained by Winadell was the practical benefit of keeping Musumeci as a tenant and the mall 

full of operating shops 

 

 


