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Chapter 10 Fiduciary relationships and obligations
Practice problems
1. Pamela and Darius decide the purchase vacant land from Victor as joint tenants and to develop it as a private golf club. Darius arranges the finance for the project and Pamela, who has previous experience of constructing golf courses, is responsible for the design and construction of the course and club house. After Victor has sold the land to Pamela and Darius, and work has begun on laying out the course, Victor informs Darius that he (Victor) also owns land adjoining the golf course and is willing to sell it to Darius for $2 million. The purchase price reflects the commercial value of the land after the golf club has opened. Darius does not inform Pamela of the offer.
Darius buys the adjoining land from Victor. As soon as the golf club project has been completed, and the club is attracting members, Darius opens a restaurant on the adjoining land. The restaurant is profitable, most of the customers being golf club members.
Advise Pamela, who considers that she is entitled to a share of the profits Darius has made from the restaurant.
Alternatively, suppose that the adjoining land had been owned by Quentin, who had no involvement in the golf club project. Darius meets Quentin for the first time at a party. Quentin informs Darius at the party that he owns the adjoining land and that he is willing to sell it to Darius for $2 million. Darius accepts the offer, buys the land, and opens the restaurant once the golf club project has been successfully completed.

Eduardo, Albert and Joshua are friends. They decided to set up an internet-sale clearing house, called ‘Swapshop’. Swapshop provides premises for people who buy and sell goods on the internet to meet and exchange. It also performs the exchange for a fee.

Each of the three friends contributed $5000 to the business set-up costs; they each spend roughly the same amount of time per week in the business (about 15 hours), and they split profits equally. There is no formal agreement concerning the business. 
Another friend, Carlos, approached Eduardo with a business idea. Carlos wanted to set up a business teaching elderly people how to use their computers, tablets and smart phones. Eduardo agreed, and Carlos and Eduardo set up a company called Cyberassist Pty Ltd. Eduardo and Carlos are both shareholders and directors. Eduardo did not tell Albert or Joshua about this new venture.
Sometime later, Carlos approached Eduardo with another idea. It occurred to him that Cyberassist could use Swapshop to identify potential customers. If Eduardo notices Swapshop customers who are struggling with technology, he is to pass on their details to Cyberassist, who will then contact them and offer services. Eduardo agreed, and there was soon a regular stream of customers flowing on from Swapshop. One day, Joshua discovered this was happening. 
Advise Albert and Joshua:
1. Do they have a viable action for breach of fiduciary duty in respect of Eduardo’s setting up of Cyberassist Pty Ltd?
Do they have a viable action for breach of fiduciary duty in respect of the passing on of customer details?
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