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Chapter 23 Constructive trusts
Practice problem
Abe and Dan are partners in a joint venture to develop an iron ore mine in the Pilbara. They have been negotiating unsuccessfully for some months to purchase Ella’s land which adjoins the goldfield and which may contain substantial gold deposits. Ella refuses to sell her property which six generations of her family have owned. One evening Abe and Dan meet Garry at the Miners’ Hotel. Garry tells them that he has known Ella for thirty years and that he can persuade Ella to sell her land. Abe and Dan agree to pay Garry $100,000 if he succeeds in convincing Ella to sell her land to them. Garry arranges for Ella to sell her property to Abe and Dan for $3 million, which is $1 million more than Abe and Dan had previously been prepared to pay her. Unknown to Abe and Dan, Ella has paid $250,000 to Garry in return for achieving the $3 million sale price.
Advise Abe and Dan on the remedies available to them on the following alternative assumptions:
1. Garry spends the $250,000 payment on making substantial improvements to a farm he owns which was previously worth $2 million. As a result of the improvements the farm is now worth $2.5 million. 
Garry applies the money in buying a city apartment. Garry is bankrupt after other business ventures fail, and the apartment is his only asset.
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