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 2. ANSWER ALL QUESTIONS. If you think you would need 
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THIS EXAMINATION CONSISTS OF 2 QUESTIONS. 



        Page 2/5 
 

LAW 211, Section 4 
 
Question 1 
 
MARKS 
 
 
50 Cheryl is a wealthy widow who lives in a 7,000 square foot house in South Surrey 

BC. She has no kids and no need to work until the rest of her increasingly lonely 
life. In January 2016, she wrote to her brother Martin, who lived with his partner 
Michael in Kansas City, Missouri, to invite him to come and live with her and her 
four cats. Cheryl assured her brother that both him and his partner would easily 
find a job in British Columbia. Should they decide to move, Cheryl promised 
during a phone call to Martin to provide them with a home and, if they get along 
well, to leave all her property to her brother upon her death.  

 
 Martin  and Michael had contemplated relocating from the United States but since 
 they both have held well paid jobs they never explored any serious option of 
 leaving Kansas City. However, Cheryl’s offer was interesting enough to entertain 
 their imagination. After numerous phone calls and text messages with Cheryl, the 
 couple obtained a visa for Michael, sold their house, resigned from their work and 
 left Kansas City to land in South Surrey in December 2017. When they arrived, 
 Cheryl let them use the basement suite in her house. Martin was applying for 
 teaching jobs in the area of Metro Vancouver but he never got more than a 
 temporary substitute teacher position.  
 
 Michael had graduated from an engineering college in his hometown and was 
 hoping to get a job in some BC engineering  company working on the 
 maintenance of electrical plants. It turned out that he had come to the US from 
 Mexico, and while fluent in Spanish and French, he still needed to attend ESL 
 classes to improve his English. Finally, on October 9, 2018, Michael got a pizza 
 delivery job in White Rock, BC and, since Martin was using their only car to get 
 to work, Michael rented for two weeks one “Honda Civic” from “Ride-On Budget 
 Ltd.,” a rental  company in the neighborhood of the pizza parlour.  
 
 The clerk of the rental company offered Michael the following “loss damage 
 waiver” coverage: 
 
 Loss Damage Waiver (L.D.W.): 
 By signing below, the renter accepts L.D.W.  rated $ 25.00 per day. By the renter 
 accepting L.D.W., “Ride-On Budget Ltd.” agrees to waive the renter’s financial 
 responsibility for damage to the vehicle. However, if the renter has violated any 
 of the terms or conditions of this rental agreement, the renter is responsible for 
 all loss or damage to the vehicle and/or all loss or damage to “Ride-On Budget 
 Ltd.” 
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Question 1 continued 
 
 
 Michael declined to accept the Loss Damage Waiver clause and the “Ride-On” 
 clerk crossed it out. The clerk further explained that the rental contract also 
 included a “limited damage liability” clause which specified that if the renter 
 declines the loss damage waiver clause she/he agrees to pay the rental company 
 for “all loss or damage to the vehicle, however incurred, regardless of fault, 
 limited however, to the full value of vehicle per occurrence.” The clause also 
 specified that if the renter violated any of the terms and conditions of this rental 
 agreement, the renter would be responsible for all loss or damage to the vehicle 
 and/or loss or damage to the rental company. Michael signed the rental agreement 
 on October 14, 2018 without crossing out or otherwise objecting to the limited 
 damage liability clause or any other clause of the agreement. He gave a $100.00 
 cash deposit to the rental company.  
 
 On October 16, 2018, Martin ended up in a bitter dispute with Cheryl because of 
 Cheryl’s use of a huge den of her house as a cat shelter. After Martin complained 
 about how the smell was spreading into his basement suite, Cheryl got angry. 
 Martin said that had he knew that there were more than four cats living in the 
 house, he and  Michael would have never moved to South Surrey.  
 
 Three days after the argument, Cheryl tells her brother that she is putting her 
 house up for sale, as she already owns a condo in Coal Harbour in Vancouver. 
 The same evening, Michael came home devastated. He was involved in a car 
 accident while driving the rented Honda Civic and there was significant front-end 
 damage to the rental car caused by the collision. The vehicle was towed back to 
 the rental company which concluded that it was not worth fixing because the 
 damage was greater than what the car was worth. “Ride-On” is therefore charging 
 Michael for the vehicle damage as determined in the limited liability clause—that 
 is, to the full value of  the vehicle. Michael says he was not able to fully 
 understand what he had read  and signed but that he was ashamed to mention this 
 to the clerk in the “Ride-On-Budget” office. Martin then told Michael about his 
 argument with his sister Cheryl. They got horrified at the prospect of losing their 
 suite and decided to sue Cheryl for breach of a contract.   
 
 On October 21, 2018, Martin walks into the South Surrey law office of J. Law 
 and Associates, where you work as a summer student. Your principal asked you 
 to write a memo and analyze Martin’s and Michael’s legal rights, duties and 
 remedies and explain how their position may be best advanced if these two 
 matters, that is, with Cheryl and with “Ride-On-Budget” were to proceed to court. 
 The principal also told you NOT to consider any relevant statutory provisions and 
 to only refer to the case law you studied in your 1L Contract Law class.  
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Question 2 
 
MARKS 
 
50 John Cure has spent 15 years working as a pharmacist in the area of Metro 
 Vancouver. In January 2017, he moved to South Granville with his wife Helen. 
 Soon after their move, John visited a family medical clinic in a nearby Grouse 
 Medical Building to have his family medical records transferred to a new doctor. 
 A fertility treatment clinic and a pharmacy were also tenants in the same building. 
 Out of curiosity he entered Orchard Pharmacy, owned by Dan Pills. John asked 
 Mr. Pills if his business was going well. Mr. Pills nodded affirmatively.  
 
 In March 2017, after another visit to a family doctor in the medical building, John 
 visited Orchard Pharmacy again. Two associates were in the pharmacy with Mr. 
 Pills. This time Mr. Pills approached John and asked if he would want to buy 
 his business. John asked: “Why are you selling? Is the fertility clinic moving?” 
 Mr. Pills asked back: “Is it?” He then added: “I think I want to retire.” 
 
 Having a pharmacy in the medical building with other health service providers 
 seemed like a good opportunity and low business risk to John. So, he bought a 
 pharmacy business Orchard Pharmacy from its owner and  principal Dan Pills. 
 The Agreement for Purchase and Sale of Orchard Pharmacy with a purchase price 
 of $1,754,000 was signed by John and Mr. Pills on June 8,  2017. The contract 
 was fully executed on July13, 2017.   
 
 The agreement included the following representation and warranty provision: 

 “VENDOR REPRESENTS, WARRANTS and undertakes to the Purchaser in 
 consideration of Purchaser’s offer to Purchase and completion of same that:  

 That the Vendor has no information or knowledge of any fact not generally 
 known to the public relating to the business (or to the premises in which the 
 business is to be carried out) which, if known to the purchaser, might reasonably 
 be expected to deter the Purchaser from completing the transaction herein 
 contemplated.”  

 The agreement also included a clause which limits the pharmacy owner and those 
 involved on his behalf from competing or being involved with a business that 
 competed with the business being sold: 

 That the Vendor, and any undersigned principles or officers signing this 
 agreement on behalf of the Vendor jointly and severally covenant that they will   
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 not carry on or be engaged in, or concerned with, (either directly or indirectly in 
 any manner whatsoever including without limitations as a principal, agent, 
 partner or shareholder) any business competitive with or similar to the Business 
 as presently carried on within a radius of thirty-five miles (35) of the premises for 
 a period of five (5) years from the closing date and will not solicit any   
 customers of the Business for the above-noted time period. The Purchaser is 
 entitled to liquidated damages of $10,000 for every breach of this covenant.” 

 John was operating Orchard Pharmacy for just over three months when on 
 October 20, 2017, he was delivered a letter from Vancouver Health Science, the 
 public agency that operates hospitals and medical facilities in Vancouver,
 advising him that the fertility clinic would be closing on March 31, 2018.  

 John’s business started slowing down and he estimated the net profit loss of 
 $12,000 in the first three months after the letter was delivered. He had to reduce 
 the number of employees. One of the part time assistants who also made home 
 deliveries to Orchard Pharmacy regular clients was first to see his contract being 
 terminated. John phoned Mr. Pills at his home on February 11, 2018, only to learn 
 from Mrs. Pills, his wife, that Dan bought a new business, much smaller   
 pharmacy “Dan Pills Pharma” in White Rock, some 30 miles away from 
 Vancouver. Mr. Pills said that he could not see how he could have been 
 responsible to John’s poor business but he told him that if he ever needed a job he 
 could get one in “Dan Pills Pharma”. Mr. Pills said he had  too many customers 
 to handle on his own so he hired back the assistant who used to make home 
 deliveries for Orchard Pharmacy. 

 John was devastated. His wife Helen wanted him to sue Mr. Pills and get back all 
 the money John paid to get the pharmacy business, even if that means giving back 
 the business. She felt betrayed by both her husband and Mr. Pills. She had no 
 interest in his husband’s business but yet she trusted him enough to agree to his 
 proposal of taking the second mortgage on their home as security for a loan that 
 the DT Bank extended to his pharmacy business. Before executing the documents, 
 the bank manager asked the wife to seek legal advice prior signing the documents 
 but she refused and signed immediately relying solely on John’s representation 
 that the business was improving and that he could return the loan in three weeks.
 Helen was convinced that Mr. Pills lied about the fertility clinic and that he 
 rehired the Orchard Pharmacy assistant only to lure his old customers to his new 
 business. John was not quite sure if he should give up on having his own business 
 but he would certainly like to recover for loss of profit and to punish Dan Pills 
 for his  dishonesty.  
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 John needs legal advice as to what are the legal consequences of his relation with 
 Mr. Pills and how would the court view them and why. Your principal Faith Good 
 wants you to develop arguments that might be made on both sides of the issues 
 relevant to the sale of the pharmacy business based on the principles of contract 
 law as developed in courts, rather than in statutes. She does not want you to 
 bother with any issues related to the character and incorporation of the business.  

 

 

 

 
THE END OF EXAMINATION. 



I will update this annotated syllabus with a summary of what we’ve covered in each class and 

an estimate of what I plan to cover in the next class. I apologize in advance for sometimes being 

slow to update.  

If I add to or delete from the syllabus during the term, the changes will be noted on this version 

of the syllabus.  

A hard copy of the end-of-term version of this annotated syllabus will be provided to you in the 

December 2018 examination.  

READING LIST 

The omission of some cases that are in the casebook is deliberate. You do not need to read them.  

I may add to or subtract from this syllabus in the course of the term. I will note changes on the 

annotated syllabus on the Canvas website.  

I encourage you to have a look every so often at MacDougall’s Introduction to Contracts or McCamus’s 

The Law of Contracts, or both, to see what they say about the topics we’re covering in class.  The details 

they discuss are not as important, from your point of view, as the sense they give you of the overall “lay 

of the land”. I’ve included references to McCamus for your convenience.  

1 INTRODUCTION TO THE STUDY OF THE LAW OF CONTRACT 

Materials 1-15  

McCamus 1-28 

Tues., 4 Sept. We dealt with administrative details about the materials and the syllabus.  

We then spent some time on some general questions about Contracts. I suggested that you 

have to look at the law from three points of view: that of the citizen who has to know what the 

law is and how she or he can use it, or respond to claims; that of the legal profession (lawyers 

and judges) who have to deal with negotiations and disputes about contracts; and that of the 

scholar who is examining the law from a variety of points of view having to do with the justice 

and social merits of the system. Certainty and predictability loom large for the citizen. The legal 

profession also attaches weight to clarity and certainty, though more in terms of working through 

legal disagreements than knowing for sure how obligations stand. The scholar is interested in 

certainty and predictability and clarity, too, but as part of a broader examination of how well the 

law serves the needs of society, which goes beyond how well it serves the needs of the citizen 

or the legal profession.  

We also talked about the interrelationship of contract with tort (and restitution) and property. 

Contract, tort and restitution are all forms of civil obligation but contracts, alone, requires that the 

parties rights stem from an agreement that they have made with somebody else. Torts (or some 

torts) also deals with obligations that stem from some kind of voluntary undertaking, but that 

undertaking need not be contractual. (It can be; there is some overlap between tort and 
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contract, like when your surgeon messes up your operation — there can be liability both in 

contract and in tort for medical negligence.)  

2 FORMATION OF THE AGREEMENT: OFFER AND ACCEPTANCE 

2.1 Introduction 

Materials 17-20  

McCamus 31-38 

2.2 Offer and invitation to treat 

Canadian Dyers Assn. Ltd. v. Burton (Ont HC 1920) 20  

Thurs., 6 Sept. We spent the first hour or so on the two remaining broad questions left over 

from Tuesday. How can you tell if you’re dealing with a K? The basic elements of a K are 

conventionally taken to be offer + acceptance, consideration, and intention (objectively 

determined) to create legal relations. Consideration is a very fundamental concept but an odd 

one because it is pretty well a threshold requirement. There has to be some consideration as 

the exchange for the promise that you want to enforce, but what form it takes hardly matters, 

and what it’s objectively worth doesn’t matter at all. We will look at the limits of consideration in 

more detail when we get to the Smoke Ball case.  

The other broad question we spent a bit of time on is what makes a “good” law of K, or, more 

usefull, what we mean when we say the law is “good”. We can describe things the law should 

obviously be — treat people equally, recognize when they’re being oppressed, and so on — but 

can such value judgments be related to some overall framework of what makes a good system 

of law? My own view is that the answer is basically no. You can look at the law from the point of 

view of utilitarian considerations (does it work well in providing what it should), which is how we 

usually approach it. Or you can look at the law through the perspective of a theory like law and 

economics, feminist theory, philosophy, morality, and so on. Each of these focuses on some 

broad ideas of how law works or should work, but none is definitive and none can be proved to 

be right or wrong. No single frame of reference for defining a just system of law is possible, I 

think. A good legal theory is one that gives you worthwhile insights. and different theories give 

you different insights, which may all be worthwhile to think about.  

We started in on offer and acceptance with Burton. The issue to be resolved was whether Δ (the 

defendant) had made an offer in his letter repeating his lowest price, or whether he had just 

invited Π (the plaintiff) to make an offer. The court’s conclusion was that Δ had made an offer, 

because that’s how his letter should be interpreted in the light of the earlier exchanges and the 

language used in the decisive letter. The court added another reason, which was that Δ, through 

his lawyer, had clearly assumed for a while that there was a K, only to try to back out later. I 

suggested that that raises a logical difficulty, which is that if there was no contract just because 

Π accepted Δ’s letter (assuming the letter was not an offer), how does a non-contract turn into a 

contract during the following weeks when Δ carries on as if there is a K? When does the 

agreement actually materialize? It’s much cleaner if you can identify the moment at which one 

party accepted the other’s offer.  
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(Π could have argued that, if Δ’s letter wasn’t an offer, Π had clearly offered to buy by sending Δ 

the commitment to buy and the cheque, and Δ had implicitly indicated acceptance by cashing 

the cheque and having his lawyer send a draft of the documentation. However, that wasn’t 

argued, and I speculate that it wasn’t because there would have been a problem holding Δ to a 

K of purchase and sale when there was no memorandum in writing, signed by Δ, setting out the 

terms of the agreement, which was the requirement of the then Statute of Frauds in Ontario.)  

McCamus 38-41 

Pharmaceutical Society of G.B. v. Boots Cash Chemists  

(Southern) Ltd. (CA 1953)  23  

McCamus 41-43  

Carlill v. Carbolic Smoke Ball Co. (CA 1893)  28  

Tues., 11 Sept. We’re working our way through offer and acceptance — in particular, the way in 

which those concepts are adapted to different types of situation. Burton was a case of one-on-

one negotiation, and so the offer was identified mainly by construing what each party said to the 

other. Boots was a contract made entirely by conduct, so what had to be “construed” was the 

conduct of seller and customer in a self-service retail store. The offer was found to be made, not 

by the store’s display, but by the customer’s taking goods to the checkout, so the acceptance 

was the store’s agreeing to sell the goods for payment. That interpretation of the parties’ 

conduct was adopted mainly for pragmatic reasons; in general, it is the legal view of the 

situation that is most convenient for everybody concerned. There may be circumstances that 

take things out of the usual rule, e.g. if the store explicitly says a display is an offer to sell, but 

there’s usually no business reason why a self-service store should do that.  

The Smoke Ball case shows that there can be a business reason why a company advertising its 

wares to the public would actually make an offer to the public — in that case, not an offer to sell 

the product but an offer to pay £100 to any user of the product that met the conditions (use for 2 

weeks as directed, catching the flu). (The purpose, of course, was to sell the product but the 

actual offer was not one for the sale of smoke balls, it was for the reward.)  

We saw that once this “living up to your advertisement” issue was slotted into the category 

“contract”, the usual contract requirements had to be found — the offer (the advertisement, 

construed as the average member of the public would read it), the acceptance (fulfilling the 

conditions, possibly letting Δ know they’d been fulfilled), and consideration (we’ll pick that topic 

up on Thursday). The court never settles on an exact definition of when the acceptance is 

complete, because it doesn’t have to. It would have had to, if Δ had revoked its offer between 

the time that Π fulfilled the conditions (the earliest logical date when acceptance could be said to 

be complete) and the time when she let Δ know that she’d fulfilled them (the latest logical date).  

Goldthorpe v Logan (Ont CA 1943) 33  

McCamus 43-48  

R. v. Ron Engineering & Const. (Eastern) Ltd. (SCC 1981) 36  

Thurs., 13 Sept. We started by looking at two more aspects of the Smoke Ball case. One was 

the argument that the contract was too uncertain to be a contract, because it left key things 

unspecified, notably about when the entitlement to the reward kicked in (did it include people 
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who were already using the smoke ball when the ad first appeared, did it extend to people who 

had used the smoke ball but stopped, or people who got the flu after the current epidemic). All 

those issues were briskly dealt with by putting a reasonable construction on the ad, reading it as 

ordinary people would read it.  

The other aspect was consideration. The Δ’s promise to pay £100 was supported by 

consideration “moving from” Π, namely, her incurring detriment by using the smoke ball when 

she didn’t have to, and the benefit that Δ derived (indirectly) from that use. The formulation is 

important — either detriment or benefit will do, although in most cases you’ll have both. If it’s a 

detriment, note that it has to be incurred at the promisor’s request to qualify as consideration — 

the promisor has to have “bargained for” that detriment as the quid pro quo of the promise. 

Goldthorpe applied the Smoke Ball analysis to another advertisement, but the “performance” 

that was the acceptance was Π’s purchasing and going through the electrolysis treatment. It 

was treated as a unilateral K (if you buy the treatment, we guarantee results), rather than part of 

the bilateral K (we’ll perform the treatment, and guarantee results, if you buy). In practical terms 

it makes no difference which analysis you use; Δ is bound to the guarantee in either case. But 

courts sometimes use this “two contract” technique to add obligations to what otherwise looks 

like a self-contained agreement.  

In a way, Ron Engineering illustrates that technique, too. The SCC decided that the K governing 

the tendering process (contract A) was a separate K from the actual construction K (contract B). 

That allowed the court to explain why each bidder was bound by the terms of the competition 

(not to withdraw the tender, etc.) and to explain why the bidder’s making a mistake as the 

amount of the tender had no effect on the validity of contract A (the mistake was not known, and 

not apparent, when contract A was formed). Contract A, like the contract in Goldthorpe, was 

seen as a separate K from the main K for the building of the project, but its function was 

different — it governed the process by which the main K was to be arrived it.  

M.J.B. Enterprises Ltd. v. Defence Const. (1951) Ltd. (SCC 1999) 39  

Tues., 18 Sept. We carried on with Ron Engineering. I noted that an analysis similar to the 

contract A/contract B technique used in Ron was used in Warlow v Harrison (1859), 1 El. & El. 

295, 120 E.R. 925 (Exchequer Chamber). An auctioneer who’d advertised a horse auction as 

“without reserve” (i.e. without any minimum bid requirement) was held to have made an offer 

that was accepted by whoever became the highest bona fide bidder on the horse, which turned 

out to be Π. The Δ auctioneer was held to have broken the contract to have an action without 

reserve, by permitting the horse’s owner to bid, and thus withdraw the horse from the sale, 

because the owner thought that Π’s bid was too low. The Π was entitled to damages from the 

audtioneer for the breach. The court explicitly compared the “without reserve” advertisement to 

the advertisement of a reward, that becomes a contract if accepted by someone’s finding the 

dog, or whatever the condition of the reward may be. (Similar logic, too, to Goldthorpe, where 

the beautician was held to have made an offer, in her advertisement, that guaranteed results of 

the electrolysis treatment. The offer was accepted by Π’s undergoing the treatment. A contract 

was thus found to have been made, which added a promise to the main contract.) 

The policy underlying the contract A innovation in Ron was to give legal force to the tenderer’s 

obligation not to withdraw. That was seen as a way to preserve the integrity of the process by 
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preventing a tenderer from claiming his or her bid was made under a mistake, after the other 

bids are disclosed.  

The MJB case shows the contract A/contract B analysis used for the benefit of a bidder, by 

holding that the owner was in breach of an implied obligation under contract A not to accept 

non-compliant bids. The implication was based on the presumed intention of the parties (what 

was necessary to give business efficacy to the K, or something that the parties would tell an 

officious bystander they “of course” agreed to include as part of the K). That implied obligation 

could sit alongside the privilege clause that formed part of this contract A. There was an issue, 

too, as to whether Δ’s breach caused Π any loss; the answer was yes, because Π could show 

(on a balance of probabilities) that it would have been chosen as the successful tenderer, had 

Sorochan’s tender been rejected, as it should have been, as non-compliant. 

Mega Reporting Inc. v Yukon (Government of) (YKCA 2018) supp  

2.3 Communication of offer 

McCamus 49-53  

Williams v. Carwardine (KB 1833) 48  

R. v. Clarke (Aust HC 1927) 50  

Thurs., 20 Sept. I started with Hub Excavating Ltd. v Orca Estates, 2009 BCCA 167, where a 

disappointed bidder sued, not because another bidder had been wrongly preferred to them, but 

because the owner hadn’t accepted any bid at all because it decided not to proceed with the 

development. Π had expected (and had some reason to expect) to be selected and passed up 

bidding on a different project because it counted on getting this one. The CA held there was no 

breach. There was no “free-standing duty of fairness” by which an owner owed it to the bidders 

to proceed, so such a duty did not form part of contract A.  

In Mega Reporting, there was arguably a breach of contract A because the Yukon government 

promised that the successful bidder would be selected in a particular way but (it was alleged) 

had departed from its own principles of transparency, etc., when dealing with Π’s bid. There was 

no remedy for Π, however, because the terms of the competition included a very explicit clause 

by which each bidder agreed it would have no claim for damages if the government broke any of 

the rules of the competition.The Π argued, based on the Tercon case, that this exclusion of 

liability was contrary to public policy, and cited cases in which lower courts had said that it was 

against public policy to exclude liability if the effect of that would be to strip citizens of rights they 

were supposed to have according to statute (human rights, access to compulsory insurance 

coverage if injured in a motor vehicle accident). The BCCA distinguished those cases by saying 

they were cases in which the statute was specifically aimed at protecting people who suffered 

the type of wrong the Π suffered.  Here, the rules about procurement practices, transparency, 

etc., were to protect the government as much as bidders, and so there was no “substantially 

incontestable” injury to the public interest from excluding liability for the risk that the government 

might get things wrong. (There was no suggestion, as the court noted, that the government had 

acted in any way improperly, like the decision-maker being in a conflict of interest or acting 

dishonestly.)  

Moving on to unilateral offers, both Williams and Clarke raised the issue how far a person who 

responds to such an offer must “intend” to accept the offer. So far as we can decipher it, 
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Williams stands for the proposition that if the “accepting” party knows of the offer, that’s all the 

mental element you need. Clarke seemed to apply a more demanding standard, which is 

whether the accepting party had actually formed the intention to accept when they performed 

the requested act (as the logic of offer and acceptance would suggest). That case turned on an 

admission that the plaintiff had completely forgotten about the offer of a reward when he gave 

the information; he just wanted to avoid being prosecuted as an accessory to the murders.  

2.4 Acceptance 

McCamus 53-60  

Livingstone v. Evans (Alta SC 1925) 53  

McCamus 60-68 

Butler Machine Tool Co. v. Ex-Cell-O Corp. (CA 1979) 56  

Tues., 25 Sept. We started with a discussion of ratio decidendi. I suggested there is the “hard” 

version, which comes into play when the issue whether a court is bound by an earlier decision 

of a higher court (or, in the UK, whether the Court of Appeal is bound by a previous decision of 

its own). The ratio for this purpose is the minimum that the case must be taken to decide – that 

is, the minimum scope of the factual range of cases that must be decided the same way 

because they can’t be distinguished from the “binding” case.  

(This hard version of ratio also copes with questions like, what if there’s no majority reasons, 

only a majority result? Books have been written on this kind of question.)  

The use of ratio that is more relevant for your purposes is a more general “what does the case 

stand for” question – how can the case be used in terms of influencing later cases? It looks 

forward from the case to potential future cases, rather than back from the present case to a past 

“binding” case. This soft ratio is basically a matter of educated guesswork as to how subsequent 

judges are going to respond to a particular decision. There is no scientific method for 

determining a ratio in this sense, just a lot of room for creative use of analogy, policy arguments, 

etc.  

Resuming offer and acceptance, we saw that Livingstone was about the normal rule that a 

counter-offer puts an end to the offer because it implicitly rejects it. The offeror is entitled at that 

point (if she or he doesn’t accept the counter-offer) to walk away with no risk that the other party 

will suddenly accept the original offer. In Livingstone,, though, the offeror hadn’t just rejected the 

counter-offer but (as the court found) renewed the original offer, which did enable the other 

party to accept as they did.  

The Butler case addresses the question how you analyze offer and acceptance if the contract is 

formed by exchanges of mutually inconsistent sets of terms. If one party discontinues the 

exchange of forms, of course, the question is simply whether the parties ever got to an 

agreement. In Butler the problem was that the paper deal was never clearly concluded but the 

parties clearly had made a contract and gone on to perform it. The issue of what the price terms 

were was resolved, by Lord Denning, in the buyer’s favour either on the traditional ”offer -- 

counter-offer – acceptance of counter-offer” analysis, or on a more holistic view that asks, issue 

by issue, whether the parties agreed on the term(s) relevant to that issue. The latter approach 

opens up the possibility (though not in the actual case) that the contract might be composed of 
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some terms from one party’s form and some from another party’s – and maybe some from 

neither party’s form because relevant terms on the two forms were too irreconcilable and you 

couldn’t say which version reflected the parties’ consensus, so you have to imply a reasonable 

term (“necessary to give business efficacy”) to fill the gap.  

In RTS Flexible Systems Ltd. V Molkerei Alois Muller GmbH & Co. KG (UK Production), [2010] 

UKSC 14, the parties had gone ahead with a £1.6 m. contract to build and install two production 

lines in Δ’s dairy processing plant, despite never having signed the written terms, which 

specified that they would not be binding until both parties signed. The issue was whether the 

draft terms that the Δ buyer had sent the Π seller, which were a set of industry association 

standard terms, were part of the deal – one of those terms limited the damages that the buyer 

could claim from the seller if the production lines didn’t work as promised. The UK Supreme 

Court decided that the proper interpretation of the parties’ conduct was that they had proceeded 

on the basis of the draft terms, and so both of them were bound by those terms. This was a 

case in which there was only one set of terms that had been proposed, not two, and that made it 

easier to conclude that that one set was in fact impliedly accepted by both parties when they 

proceeded with the construction of the production lines.  

Dawson v. Helicopter Exploration Co. (SCC 1955) 67  

Felthouse v. Bindley (Ex Ch 1862) 73  

Saint John Tug Boat Co. v Irving Refinery Ltd. (SCC 1964) 76  

Eliason v. Henshaw (USSC 1819) 81  

McCamus 68-74  

Business Practices and Consumer Protection Act (B.C.), ss. 12-14  

(unsolicited goods) supp  

2.5 Communication of acceptance 

2.5.1 MAILED ACCEPTANCE 

McCamus 74-77 

Household Fire & Carriage Accident Ins. Co. v. Grant (CA 1879) 83  

Thurs., 27 Sept. We started with a reminder that the issues whether there was an offer, and 

whether it was accepted, are part of a web of issues – did the parties reach an agreement at 

all? (if one or other breaks off negotiations, the argument may be that no agreement was ever 

reached); if they did, were the terms sufficiently spelled out? (with gaps filled by implying terms 

where that is possible); if the terms were sufficiently spelled out, how should they be 

interpreted? Which takes us back to the interpretation of the offer and the acceptance.  

All the cases we did in this class involve interpreting the offer or the acceptance. In Dawson, the 

SCC interpreted the correspondence as involving an offer (we’ll take you up if we get a 

helicopter, we’ll stake the claims if we think it’s worthwhile, if we do we’ll give you a 10% 

interest). That offer invited acceptance, not by simply doing an act, but by making a reciporocal 

promise (yes, I’ll take you up if I can get leave). Thus a bilateral K was concluded. The various 

conditions on which performance depended were described as conditions subsequent – there 

was a binding K unless and until one or other of the conditions subsequent was not fulfilled. The 

Δ had broken the K by not taking Π up (they did have a helicopter) and not giving him a 10% 

interest in the claims (which they staked for themselves). Π had not lost his right to claim breach 
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of K just because he had not responded to their letter of 7 June, which basically seemed to 

negate the deal. His not doing anything in response to the anticipatory breach did not forfeit any 

right he had to claim for the actual breach, which came later. Doing nothing did not show an 

abandonment of the K, either.  

Felthouse dealt with the question whether the offer can not just stipulate the mode of 

acceptance, but also do away with the need to accept altogether. The answer was no. The fact 

that the nephew intended to accept was not itself an acceptance; the intention had to be 

manifested in a way that the offer contemplated as an acceptance. 

(Hence the rule, confirmed by the provisions in the Business Practices and Consumer 

Protection Act referred to on the syllabus under section 2.4, that you can’t impose an obligation 

on somebody by sending them unsolicited goods. The act makes it clear that this applies even if 

you use the goods. You’re not bound to anything unless you expressly accept the goods.) 

 In Saint John Tug Boat the offer and the acceptance were both communicated by conduct, the 

offer being the tug company’s keeping the tug available and the acceptance by Irving’s 

continuing to call for the services of the tug, just as they had before. The offer was basically, “If 

you want us to keep the tug available you have to keep paying the $450 a day charge”, and the 

acceptance was continuing to order up the tug knowing that this continuation of the $450 charge 

was what the tug company expected.  

In Eliason the issue was whether the seller of the flour could accept the buyer’s offer in way that 

didn’t comply with the stipulated mode of acceptance. The USSC said no, the acceptance had 

to be as stipulated, though it did not have to be literally the same – just the same in terms of 

place (Harper’s Ferry) and time (when a return wagon would usually get there).  

Holwell Securities v. Hughes (CA 1974) 86  

2.5.2 INSTANTANEOUS METHODS OF COMMUNICATION 

McCamus 77-83 

Brinkibon Ltd. v. Stahag Stahl- und Stahlwarenhandelsgesellschaft mbH  

(HL 1982) 89  

Electronic Transactions Act (B.C.), ss. 15-18 supp  

Century 21 Canada LP v Rogers Communications Inc. (BCSC 2011) supp  

Tues., 2 Oct. We continued with the rules as to when an acceptance takes effect, and where. 

Even if the offer otherwise did make it reasonable to respond by post, the postal acceptance 

rule doesn’t apply if the wording of the offer excludes it (“notice in writing”, etc.) or if the nature 

of the transaction is of a kind where the postal acceptance rule would lead to absurd results. 

The court in Holwell thought that both reasons for excluding the rule existed in the case. The 

court did not need to decide what would happen if the written acceptance did arrive before the 

deadline but the offeror wasn’t home to receive it. I suggested that, because this was an option 

K, the offeror binds him or herself to make acceptance possible up to the deadline and so can’t 

defeat acceptance by leaving town.  

The postal acceptance rule did apply to telegrams (they were another situation in which a public 

or quasi-public utility did the transmission), but Brinkibon shows that instantaneous 
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communications, with the two parties in direct contact with each other (no human intermediary), 

are generally subject to a rule that acceptance only takes effect if and when it is received by the 

offeror. The risk of non-communication is on the accepting party, whereas under the postal 

acceptance rule it is on the offeror (who can exclude it if he or she wants, as in Holwell).  

The Electronic Transactions Act contains rules making electronic information or records 

equivalent to writing for the purposes of a legal requirement that something has to be in writing 

(s 5). An electronic signature, as defined in s 1, satisfies a legal requirement that a document 

must be signed (s 11), subject to some exceptions, where a more secure form of electronic 

signature is required.  

Sections 15 to 18 set up rules for the formation of contracts by electronic means, allowing offer 

and acceptance to be communicated electronically, including, in the case of acceptance, by 

clicking on a button on a screen, etc. (s 15). It also sets up rules to determine when electronic 

information or records are sent (s 18(1)) and when they are received (s 18(2)). The time of 

sending and receipt is defined by reference to leaving or entering the relevant party’s 

information system. The place is, however, defined in terms of the sender or receiver’s place of 

business (s 18(3)-(4)) or, if they have no place of business, their habitual resicence (s 18(5)).  

The Century 21 case shows how the common law handles formation of a contract online. The 

ETA didn’t have to be used because none of the issues covered by the statute arose. There 

was no dispute, for instance, as to when agreement took place. The only question was whether 

it took place, which turned on whether the Terms of Use were an offer that any visitor to Π’s 

website accepted.simply by using the website. The court held that they were, and a contract 

was therefore formed and Δ was bound by the terms of use.  

Business Practices and Consumer Protection Act (B.C.), s. 17 “distance sales  

contract”, 46 (disclosure of information), 47 (distance sales contract in  

electronic form), 48 (copy of distance sales contract), 49 (cancellation of  

distance sales contract) supp  
Don’t sweat the details. The point is to see, generally, how and why a statutory 

mechanism is provided for the protection of consumer interests where the common 

law would not adequately do so.  

2.6 Termination of offer 

2.6.1 REVOCATION 

McCamus 53-60, 83-86 

Dickinson v. Dodds (CA 1876) 99  

Byrne v. Van Tienhoven (CPD 1880) 103  

McCamus 86-90 

Errington v. Errington (CA 1952) 104  

2.6.2 LAPSE 

Barrick v. Clark (SCC 1950) 106  

Thurs., 4 Oct. I briefly noted the “distance sales contract” provisions of the BPCPA. They 

illustrate very common techniques of statutory regulation on consumer contracts, namely, 
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disclosure provisions (s 46-48) and the right of the consumer to cancel in particular 

circumstances (including inadequate disclosure) even if the common law would not permit them 

to do so (s 49). I also mentioned insurance legislation, which typically requires that insurance 

policies of particular types include a set of mandatory terms as to coverage. 

All the cases we did today had to do with how and when an offer comes to an end in the sense 

that it can no longer be accepted. One way, of course, is if the offeror revokes, but that 

revocation must become known to the offeree or else it will be just a change of heart on the 

offeror’s part of which the offeree is unaware.  It makes no difference if the offeree learns of the 

offeror’s changed intention indirectly through a third party rather than directly from the offeror 

(Dickinson). The postal acceptance rule does not apply to revocations of offers (Byrne v Van 

Tienhoven) or, for that matter revocations of acceptances – but it is possible for a postal 

acceptance to be revoked (i.e. withdrawn) while it is still in the post, provided the revocation 

reaches the offeror before the letter of acceptance does. The logic is that at no time does the 

offeror have reason to think that the offer has been accepted.  

Unilateral offers pose a particular problem with revocation because acceptance is an act of 

performance, and that act may be spread over a period of time – in Errington, making mortgage 

payments over a period of 30 years or so. Errington decided on the facts of that case that the 

father had impliedly promised not to revoke his offer as long as the son and daughter-in-law 

kept making the payments, which they had for 20 years and were still doing (though by now the 

daughter-in-law was doing it for the two of them). This is analytically another instance of a 

contract A/contract B situation – contract A is the promise not to revoke once performance has 

begun (the consideration being starting the performance) and contract B is the promise to 

convey the house once performance is complete (the consideration being the full paying off of 

the mortgage).  

Offers also lapse simply because the deadline for acceptance has passed. An express deadline 

of course is decisive, but even if an offer has no express deadline there is an implied deadline, 

namely, once a reasonable time has expired. Barrick v Clark is the leading Canadian case on 

how the courts approach that question. What is a reasonable time depends, as that case shows, 

both on the nature of what is being offered (sale of land vs sale of perishable commodity) and 

the other circumstances of the transaction (what the market is doing, etc.). If the offeror 

indicates that he or she expects a speedy response, which is how Kellock J read the Barricks’ 

offer letter, that will shorten the reasonable time accordingtly. It’s unreasonable to take longer 

than the offeror indicates would be reasonable – the offeror’s always in charge of the conditions 

for acceptance.  

3. FORMATION OF THE AGREEMENT: CERTAINTY OF TERMS 

3.1 Introduction 

Materials 113-15  

3.2 Vagueness 

McCamus 105-11 

R. v. CAE Industries Ltd. (FCA 1986) 116  
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3.3 Incomplete terms 

McCamus 94-102 

May & Butcher Ltd. v. R. (HL 1929) 122  

Hillas & Co. Ltd. v. Arcos Ltd. (HL 1932) 124  

Foley v Classique Coaches Ltd. (CA 1934) 129  

3.4 Agreements to negotiate 

McCamus 102-05 

Sale of Goods Act (BC), s 12, 13 supp  

McCamus 139-61  

Materials  134-35  

Empress Towers Ltd. v Bank of Nova Scotia (BCCA 1991) 136  

Mannpar Enterprises Ltd. v. Canada (BCCA 1999) 138  

Materials 143-49 

3.5 Anticipation of formalization 

Bawitko Investments Ltd. v Kernels Popcorn Ltd. (Ont CA 1991) 150  

Tues., 9 Oct (double class). The book has organized the materials separately under 

“vagueness” and “incomplete terms”, but the two are overlapping issues. If the parties have left 

a key point too vague, the contract is incomplete. In CAE, the first issue was whether the 

ministerial letter was meant to be a contract at all (held, based on objective indications, the 

answer was yes). The second issue was, even if it was meant to be a binding agreement, were 

the terms so open-ended as to amount to no agreement at all. On that the court held no, the 

terms could be given an interpretation that would prevent the contract from failing. The key 

issue is whether the court can arrive at an interpretation that enables you to say when a party is 

or is not in breach of his or her obligations. The main problem was what to do with the 

government’s promise to use its best efforts to steer maintenance work CAE’s way to work 

towards that “reasonable target” of 700,000 a year. The court said that “best efforts” was an 

obligation that had determinable content, and in fact went on to find that the government was in 

breach of it, and that CAE had lost $1.8 m in profits from work the government should have 

given to the maintenance facility, were it using its best efforts, but didn’t.  

The trio of English cases show how differently the same problem can be handled, depending on 

the nature of the contract. In May & Butcher the HL read price “to be agreed” as meaning there 

was no K at all unless and until a price (for a particular lot) was agreed. The umbrella K by 

which Π got the right to buy all the tentage in effect was not legally enforceable because the 

government was free to stop selling it the tentage (and May & Butcher was, by the same token, 

free to stop taking the tentage). The arbitration clause was interpreted as not intended to cover 

a failure to agree on price.  

Hillas went the other way in interpreting the option clause entitling Π to purchase a very large 

quantity of Russian lumber in the 1931 season. The fact that prices were left to be determined 

based on an official price list, and that specifications, shipping dates, etc., were all to be worked 

out between the parties, did not make the K incomplete; if the parties couldn’t reach an 
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agreement a court could decide what a reasonable apportionment of quantities, shipping dates, 

etc., would be under the circumstances.  

Foley was the easiest of the three cases, because the agreement to buy all their petrol needs 

from Π could be read as binding Δ to pay a reasonable price for the product, and there was an 

arbitration clause that (as the CA read it) did cover a dispute about price. The subject matter of 

the K was a market commodity (unlike tentage) in a normally functioning market (unlike the 

British lumber importers piling back into the market in 1931), which made it easier to interpret 

the agreement as a legally complete one. (The underlying issue is whether, by enforcing the 

obligation, the court is forcing obligations on the unwilling party that are too upredictable to be 

fair. Foley was a case in which Δ could demonstrably live with the obligation because they 

already had, for 3 years.)  

Where the parties’ agreement contemplates further negotiation, the traditional common law 

stance is that an agreement to negotiate (in good faith or not) has no legal content because 

there is no objective standard by which to decide if a party is living up to the obligation. Both 

parties are entitled to pursue their self-interest as seems best to them. Empress Towers and 

Mannpar were both concerned with options to renew for another term, in which the rental 

payments or royalty payments were to be renegotiated. In Empress Towers the court held the 

renewal clause was enforceable against the landlord, because the “market rental to be agreed” 

contained an implied obligation to negotiate in good faith towards a market rental and not 

withhold agreement unreasonably. In Mannpar the renewal clause was not enforceable 

because, under the circumstances, it should be read as leaving the federal Crown free not to 

negotiate at all if saw fit. The fact that it was acting on behalf of the Skyway Band, and had to 

respect its wishes, was a key part of the factual context for so interpreting the renewal clause.  

The materials at pp. 143-49 examine the question whether the SCC’s recognition of a “general 

organizing principle” of good faith in the law of K has altered the traditional refusal to enforce 

promises to negotiate in good faith. The argument advanced is that Bhasin v Hrynew shows that 

the Canadian law of K is now readier than before to give content to obligations of good faith, 

and this might extend to an obligation to negotiate in good faith. I suggested that the argument 

has most appeal where the negotiations are between parties who already are in some kind of 

relationship with each other (as with the renewal clause cases). I also suggested that the 

ultimate impact of Bhasin is hard to predict. Perhaps it will make it easier to imply specific 

obligations, devolving from the “general organizing principle” – imply them not because they’re 

necessary to give business efficacy (the traditional test), but because they represent essential 

fairness. Whether that shift is enough to make a promise to negotiate in good faith an 

enforceable promise is still an open question, though. 

We finished with Bawitko, which deals with the problem of parties negotiating terms up to what 

may seem like a finishing point, but still contemplating execution of a formal contract. Are they 

already bound? It’s a matter of construing their intentions. Either they intend to be bound now, 

with all the key terms agreed and the formal K only being literally a formality, or they intend not 

to be bound unless and until the formal K is concluded (Bawitko itself falling into that category). 

“Subject to contract” makes it pretty well certain that the latter is meant.  
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4. THE ENFORCEMENT OF PROMISES 

4.1 Introduction 

McCamus 215-36 

4.2 Exchange and bargains 

Materials 157-59 

McCamus 218-23, 233-36 

Dalhousie College(Governors of) v. Boutilier Estate (SCC 1934) 159  

Wood v. Duff-Gordon (NY 1917) 169  

Business Practices and Consumer Protection Act (B.C.), ss. 17 “continuing 

services contract” and “future performance contract”, 19 (required contents), 

23 (future performance contracts) 24 (continuing service contract—terms),  

25 (continuing service contract—cancellation)  supp  
Don’t worry about the details; this is just to give you an example of how the legislature 

can intervene to regulate contracting practices. The regulations made under the Act to 

(among other things) designate pursuant to s. 17 what continuing services contracts are 

covered, are also on the website (Reg. 272/2004).  

4.3 Past consideration 

McCamus 237-43 

Eastwood v Kenyon (QB 1840) 170  

Tues., 16 Oct. Turning from the question whether offer and acceptance have resulted in a 

viable set of terms (including issues of uncertainty, agreements to negotiate, etc.) we turned to 

the consideration requirement. All the cases we did today hinge on the idea that a promise is 

only enforceable if it was part of an agreement under which the promisee would confer a 

benefit, or incur a detriment, in return. A stand-alone promise (nudum pactum in the nice Latin 

phrase) may be binding as a matter of morality but is not binding in law.  

In the Dalhousie v Boutilier case Mr. B had promised the money but there was no reciprocal 

promise by the university to do anything it wouldn’t have done anyway. Nor could the 

university’s reliance on B’s promise, by spending money on faculty or buildings, amount to 

consideration because merely choosing to act in reliance on a promise can’t convert a non-

binding gratuituous promise into a binding contract. Acting in reliance on a representation or a 

promise can, as we’ll see later on, give rise to an estoppel that prevents the 

representor/promisor from going back on what he or she led the other party to believe. But the 

doctrine is that estoppel is a shield, not a sword, which means that it can’t create a binding 

obligation where there was none before. If it could, it would eliminate the need for consideration 

because detrimental reliance alone would be enough to make the promise binding.  

Wood v Duff-Gordon is an example of consideration being implied rather than expressed. It was 

necessarily implied that Wood would do his best to market Duff-Gordon’s designs and 

endorsements, because otherwise the agreement to give him exclusive rights would have no 

point as far as Duff-Gordon was concerned. That implied promise was the consideration for her 

promises to give him exclusive rights, etc. 
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The sections of the BPCPA on the syllabus show how statutory regulation intervenes to correct 

market unfairness that a “free” market can lead to – in the case of the relevant contracts, people 

signing up for multi-year dancing lessons or fitness studio access with no way to get out of it if 

their needs change. The regulation takes the form partly of a consumer awareness goal 

(supplier has to disclose certain key aspects of the agreement) and partly of a limit of 2 years on 

how long these agreements can run. There are also defined cancellation rights. 

Where, a the time of promising, the promisor has already received the benefit from the 

promisee, there is no consideration; there conferral of the benefit was gratuitous, and then the 

later promise to pay for the benefit is just a gratuitous promise in return. Lampleigh illustrates 

this with the disconnect between the benefit conferred by Π (spending money for Sarah’s benefit 

when she was a minor) and the promise by Sarah’s husband. It would have been different if the 

benefit had been conferred at the husband’s request, because then the law does recognize that 

the later promise is de facto an exchange for the requested benefit.  

Lampleigh v Brathwait (KB 1615) 172  

4.4 Consideration must be of value in the eyes of the law 

Thomas v. Thomas (QB 1842) 173  

4.5 Bona fide compromises of disputed claims 

Omit this heading in the materials. 

4.6 Pre-existing legal duty 

Materials 179-80  

McCamus 237-57 

Pao On v. Lau Yiu Long (PC 1979) 180  

Thurs., 18 Oct. We continued our exploration of the consideration doctrine. Lampleigh 

illustrates the situation that was held not to exist in Eastwood, in which a past service (getting a 

pardon for Δ from James I) was held consideration for Δ’s subsequent promise to pay Π for 

what he’d done. The key was that his service was at Δ’s request and was never treated by 

either as a simple favour to a friend – it was a service that was to be compensated if possible.  

As an aside, I highlighed the fact that some cases of benefits conferred by A on B give rise to a 

claim in restitution rather than K. Because B would be unjustly enriched if A took the benefit for 

free, A can claim the value of the benefit from B. Services performed for B by mistake, for 

example, which are accepted by B knowing that A didn’t have to provide them, give rise to such 

a claim. If B actually requested that A provide the services, the transaction is more naturally 

viewed as an implied K – A does something B wants done, and B impliedly promises to 

compensate A for it. So the past consideration cases, like Lampleigh, can be seen as a service 

giving rise to an implied promise to compensate, with the express promise later on putting an 

exact price on the implied obligation.  

Thomas v Thomas is not about past consideration but about what constitutes consideration. The 

consideration recited in the K between the executors and Π was the wishes of Π’s late husband; 

that could not be consideration in law because it didn’t “move from” Π. But other features of the 

K did amount to consideration, that is, Π’s promises to pay the executors £1 a year and to keep 
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the premises in good repair. She didn’t just take the gift of a house that came with some costs; 

she made separate undertakings vis-à-vis the executors that supplied sufficient consideration. 

The fact that the executors’ main motive for making the K was their respect for the late 

husband’s wishes, was irrelevant as long as Π did, in law, promise to provide consideration.  

Pau On combines the past consideration and present (promised) consideration, because the 

consideration recited in the K (Πs having entered into the K to sell their shares to Fu Chip and 

hang onto part of the Fu Chip shares received in return, for a year) was a past benefit rendered 

to Δ (the owner of Fu Chip) that was meant to be compensated and the compensation was fixed 

when Δ promised his guarantee in the new subsidiary K. The “extrinsic evidence” showed that, 

in return for the guarantee, Πs promised to perform their K with Fu Chip. That, too, was 

consideration because promising to perform your K with a third party (Fu Chip being a legal 

person distinct from Δ, its shareholder and controlling mind) is a detriment to you, since it adds 

a new promisee (Δ, in this case) to the one you already had (Fu Chip) and so you’re now bound 

to two people instead of just one.  

Pao On also introduced the idea that a K can be voidable on the ground of economic duress, 

but found that such duress was not present on the facts. 

Stilk v Myrick (KB 1809) 184  

Gilbert Steel Ltd. v. University Const. Ltd. (Ont CA 1976) 185  

McCamus 257-63 

Foakes v. Beer (HL 1884) 190  

Law and Equity Act (B.C.), s. 43 supp  
Abrogates (within limits) the rule in Cumber v. Wane, which was applied in Foakes v. 

Beer. On the common law side, see also Re Selectmove Ltd. (materials at 201) refusing to 

extend Williams v. Roffey’s looser view of the consideration requirement.to agreements 

to accept part payment. To do so, the English CA thought, would be tantamount to 

reversing Foakes v. Beer, which the CA had no power to do. 

Tues., 23 Oct. All the material we’re going through involves people making changes to an 

agreement they’ve already made. The past consideration cases (including Pau On, so far as it 

deals with the expressed consideration of “having entered into” the main K) deal with Π doing 

something for Δ at Δ’s request and then later promising to compensate Π for what Π’s done. 

The willingness to treat the past conferral of a benefit as consideration for the later promise is 

based on a theory that the two are essentially part of one exchange, even if the time period over 

which the events occurred was quite spread out.  

Stilk and Gilbert Steel both deal with Δ promising to pay more for Π’s doing what they were 

already contractually bound to do. (This means bound vis-à-vis Π; Pau On (the second ground) 

said that a promise made to a third party to perform what you’re already bound to do for the 

other contracting party is good consideration for the third party’s promise to compensate you for 

doing it.) Both decided that the promise to pay more is unsupported by consideration. Gilbert 

illustrates various ways around this rule, all of which failed. The main ones were the novation 

argument (first K entirely replaced by the second), which failed on the facts, and the “added 

credit” argument, which basically failed because being given the same time to pay a larger debt 

is not a benefit to the debtor. Estoppel also failed because that doctrine can’t be used to set up 

a new obligation, only to modify an obligation you already owe – can’t used as a sword, only as 
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a shield. The reason is that otherwise it would make too big an inroad into the doctrine of 

consideration. 

Foakes v Beer and s. 43 of the Law and Equity Act deal with promises to accept less than is 

actually owing. Again, no consideration if all that the debtor does is promise to discharge part of 

the obligation – which they already owed in the first place. The act reverses Foakes on its facts, 

but leaves unclear whether a creditor’s agreement to accept part performance in the future in 

full satisfaction, can be revoked. The act says the creditor has to accept the part performance 

when it’s “rendered pursuant to” the agreement but doesn’t cover the situation where the 

creditor repudiates the agreement before the debtor “renders” the part performance.   

Rosas v Toca (BCCA 2018) 203  

4.7 Promissory estoppel 

McCamus 283-96 

Central London Property Trust Ltd. v. High Trees House Ltd. (KBD 1946) 215  

Thurs., 25 Oct. We spent most of the class on Rosas v Toca, in which the BCCA (following the 

NBCA’s example in the NAV Canada case) broke with tradition and held that a “modification to 

a going transaction” should be binding without consideration, subject to not having been 

obtained by duress and not being unenforceable on some other ground like unconscionability or 

public policy. The court preferred not to apply the “practical benefit” expansion of consideration 

the English CA had used in Williams & Roffey (but held, in Selectmove, could not be used in a 

case like Foakes v Beer, where one party agreed to forego part of a debt, because that would 

be to overrule Foakes). (The BCCA held there was, in fact, practical benefit to Rosas from her 

promise to Toca to extend the date for payment, but expressly didn’t make that the basis of the 

decision.) The annual extensions granted by Rosas were therefore binding without 

consideration, which meant that each annual deadline was binding and there was no breach 

until Toca failed to pay on the last of the deadlines, which was well within the limitation period. 

Duress by Toca to extort the promise of the extensions was not a factor.   

The big question with Rosas v Toca is how far it goes to change existing precedent. That 

depends in the first instance on what counts as a “modification to a going transaction”. Pretty 

clearly the court meant any modification, whether to increase one party’s obligation or decrease 

it, so it would seem to cover both the Gilbert Steel and Foakes v Beer facts, which would make 

both those cases obsolete in BC. (Foakes was reversed by s 43 of the Law and Equity Act 

anyway.) It might or might not cover the scenario in Pao On, because that was expressly 

structured by the parties as the replacement of one agreement by another, rather than a 

modification. It’s always open to later courts (other than the lower courts in BC) to disagree with 

all or part of Rosas, so its impact remains to be worked out in the case law.  

Rosas also may change a case like the High Trees situation, in which one party agrees to 

except less, by way of performance of an ongoing contract, than the contract originally provided. 

In High Trees it was assumed the variation could not be binding as a contract (also because it 

was a variation not under seal of a sealed document). It could, however, be binding by way of 

estoppel – the landlord’s promise to accept less was intended to be acted upon by the tenant 

and was acted upon (though the court doesn’t say how, exactly – presumably by arranging its 

resources according to the new, lower payout requirement). That made it unjust for the landlord 
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to go back to the original contract terms. Those terms, however, had revived when the wartime 

conditions came to an end and the promise to accept a reduced rent – as Denning J interpreted 

it – had come to an end.  

Dunn v Vicars (BCCA 2009) supp 

McCamus 298-301 

M.(N.) v. A.(A.T.) (BCCA 2003) 238  

Tues., 30 Oct. Dunn v Vicars decided that the parties’ rights to the real property had shifted 

from joint ownership to sole ownership by Dunn, because she was entitled to say that she had 

exercised the option to take over the property under Plan B. The objection that she had not 

exercised the option according to the written K, because she hadn’t given notice in writing and 

she hadn’t paid Vicars the correct amount owing, was rejected. The evidence did not show that 

Vicars had waived strict compliance with the option because he had not expressed an 

unequivocal intent to forego his legal rights under the written agreement. But Vicars was 

estopped from denying that Dunn had exercised the option, because he had basically invited 

her to take the course of action she took, she had changed her position in reliance on his being 

OK with doing it this way, and it would be inequitable for him now to insist on strict compliance 

with the written K. The BCCA cited a number of precedents supporting a broad view of estoppel 

under which promissory estoppel had shared characteristics with estoppel by representation 

(also referred to as estoppel in pais) and proprietary estoppel (which estops somebody from 

denying that the relying party has acquired an interest in the estopped party’s property).  

M v A was concerned with the shield/sword distinction – Π argued that Δ was estopped from 

deying he was bound to pay off her debt, because he’d promised to do so and she’d altered her 

position in reliance on that. Waltons Stores in Australia had said that you could be estopped 

from going back on an expectation of a future legal relationship that you had created or allowed 

to be created. That does allow estoppel give rise to a new legal obligation rather than just 

modify an existing one. The BCCA decided that even if Waltons was good law in BC, the facts 

of the case didn’t trigger the Waltons principle because Δ’s promise was not a promise to create 

a new legal relationship. It was just a promise made in the context of making a number of 

arrangements for a future life together, a promise that was not intended (objectively) to amount 

to a legal commitment.  

4.8 Intention to create legal relations 

4.8.1 INTRODUCTION 

Materials 244 

McCamus 112-14 

4.8.2 FAMILY ARRANGEMENTS 

McCamus 130-37 

Balfour v. Balfour (CA 1919) 244  

4.8.3 COMMERCIAL ARRANGEMENTS 

McCamus 114-30 

Rose & Frank Co. v. J.R. Crompton & Bros. Ltd. (CA 1923) 248  
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Toronto-Dominion Bank v. Leigh Instruments Ltd. (Trustee of) (Ont CA 

1999) 250  

4.9 Formality: promises under seal 

Omit this section in the materials. 

4.10 Formality: the requirement of writing 

Omit this section in the materials. The Statute of Frauds, discussed in the materials and 

by McCamus at 164-97, has been retained in Ontario and other provinces, but radically 

reformed in BC by s. 59 of the Law and Equity Act.. 

Law and Equity Act (B.C.), s. 59 supp  

Electronic Transactions Act (B.C.), ss. 5 (requirement for a record to be  

in writing), 11 (signatures) supp  

Thurs., 1 Nov. We wrapped up promissory estoppel with a review of its fuzzy edges. An old 

fuzzy edge is what kind of reliance makes it “inequitable” for the promisor to resile from the 

promise, and whether the inequity is temporary or permanent (i.e. the estoppel can’t be got rid 

of by giving advance notice that you’re going back on the promise). The basic answer is that 

inequity is a flexible concept, but (according to the consensus of judicial and academic opinion) 

can operate either to suspend the right to exercise a legal right (or rely on a defence), or to bar 

the exercise of the right permanently.   

A second fuzzy edge (which got fuzzy when some cases, notably Waltons Stores, came along) 

is whether the sword/shield distinction is a hard one (as it used to be assumed to be) or soft-ish, 

in that in a strong enough case, the combination of promise and reliance makes it inequitable to 

refuse to proceed into a legal relationship. This isn’t going to happen often because usually, if 

what the parties have done does not amount to a valid contract, the parties ought to be aware of 

that (they’re deemed to know the law) and it’s not inequitable for either party to take the position 

that, accordingly, there will be no contract. Waltons was exceptional because one party’s 

reliance on the prospect that there would be a contract was so clear (starting construction on 

the property to be sold) and was acquiesced in, even invited, by the other party.   

A third fuzzy edge is new, which has to do with Rosas v Toca. It means that facts falling within 

that case – going-transaction modifications – are binding as contracts so estoppel is no longer 

required (High Trees itself having facts that probably qualify under this description). Rosas is 

about agreed modifications, though, which probably does not extend to modifications produced 

in a case like Dunn v Vicars by one party’s making an implied promise not to stick to the letter of 

the contract and the other party relying on that promise in such a way that it becomes 

inequitable for the first party to go back on the assurance. That’s not an agreed modification in 

an ordinary sense, I would think.  

Intention to create legal relations comes up, as the cases we did show, in a variety of contexts. 

There’s the informal social or family arrangement (Balfour) (which also has fuzzy edges, as 

when parents make deals with adult children, which sometimes will be contractual and other 

times won’t). There’s the commercial arrangement that explicitly says it’s not binding (Rose and 

Frank). And there’s the letter of comfort type of document (Leigh Instruments) which is drafted 

so as not to be a legal promise such as a guarantee, but does give a broadly worded assurance 

of some kind of benign attitude towards the debtor’s repaying the creditor. As the court 
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construed the letters in Leigh, they had some legal content – they made a statement about what 

the parent company’s policy was, which would have given rise to a tort claim in negligent 

misstatement if it had been both untrue and negligently made (in fact it was true). But the letters 

did not give the bank any more than that. The argument that this made nonsense of the letters 

was rejected. The letters were sought by the bank and accepted by them because they thought 

it was useful to have those assurances from Plessey, the parent. The usefulness was not that 

they could be sued on as if they were a promise, just that they committed Plessey in a non-

contractual way, and the bank was content with that level of commitment. It could hope to 

exploit the letters, if necessary, as a matter of business relationships.  

We looked at the requirement of writing for certain types of contract. Under the Law and Equity 

Act, s. 59, contracts respecting land or a disposition of land require writing (or the equivalent of 

“part performance” along the lines of the Statute of Frauds case law), and so do contracts of 

guarantee or indemnity. 

Rock Advertising Ltd. v MWB Business Exchange Centres Ltd. 

 (UKSC 2018) supp  

5. PRIVITY OF CONTRACT 

5.1 Introduction 

Materials 285-86  

McCamus 303-05 

5.2 History of the doctrine of privity and third party beneficiaries 

McCamus 305-10 

Tweddle v Atkinson (QB 1861) 286  

Dunlop Pneumatic Tyre Co. Ltd. v Selfridge & Co. Ltd. (HL 1915) 287  

Tues., 6 Nov. The Rock Advertising case concerned the extent to which parties can restrict 

their own ability to make modifications to their agreement. The particular restriction was that any 

modification had to be in writing. Contrary to what had been assumed (in the US and in the 

Commonwealth generally) to be the position, the UKSC held that parties could preclude 

themselves from making oral modifications to their agreement. Except for Lord Briggs, who 

differed on this one point, they thought that no matter how clear the intention to modify was, it 

would not be effective if it was oral. They saw commercial benefits from enforcing such NOM 

(no oral modification) clauses, and no objection to them other than the conceptual one that an 

oral agreement to modify must logically supersede an earlier written agreement not to modify in 

that way.  

Lord Briggs thought that parties could agree orally to abandon the “only in writing” provision 

either expressly or by implication, but the intention would have to be clear.  

The Colautti case, cited at para. 8, is a Canadian decision about a “no oral order for extra work” 

provision in a municipal construction contract. The court held that an oral order for extra work 

was binding, partly because the parties had made earlier change orders in that way, and partly 

because a “written changes only” clause was so constricting that, given the nature of a 
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construction project, the parties were going to depart from it anyway. The UKSC would, I think, 

have enforced the clause. They recognized in Rock that estoppel is available if the contractor 

relies on the promise (implied) by the owner to treat the oral change order as valid, but they said 

at para 16 that the promising party has to indicate unequivocally that the variation is valid 

although not in writing, and they said that the unequival indication has to involve something 

more than the informal (i.e. oral) promise itself. That would seem not to be satisfied in a case 

like Colautti, where the facts show no unequivocal representation that the change order was 

valid without writing – it was just implicit in the municipality’s behaviour.   

Had the UKSC gone the other way on the NOM clause issue, and held that the oral 

rescheduling agreement was OK, it would have had to decide (as the CA had done) whether 

there was consideration for the variation. The CA had said yes, based on the Williams and 

Roffey “practical benefit” test – MWB got the practical benefit of keeping a licensee in the 

premises and getting some of the arrears immediately (by Rock’s payment of £3,500). So the 

agreement was valid from that point of view. The CA had also held that estoppel would not 

work, because Rock had not acted in reliance of MWB’s promise in a way that made it 

inequitable for MWB to resile from its promise. In BC, Rosas v Toca would probably apply (this 

was as much a going-transaction modification as the rescheduling of the repayment in that 

case) and take care of the consideration issue that way.  

We then started on privity of K. Both Tweddle and Dunlop illustrate the concept. In Tweddle the 

Π son-in-law could not force his father-in-law’s estate to pay up because Π was not a party to 

the K between the two fathers, and the consideration for the father-in-law’s promise to pay 

moved from Π’s own father (his promise to pay his share), not from Π himself. In Dunlop the 

manufacturer could not sue the retailer for breaching terms on which the retailer had bought 

tires from Dew, the wholesaler, terms that Dew had insisted on because Dew had promised 

Dunlop to include them in any sales of Dunlop tires to retailers. There was no contract between 

Dunlop and the retailer, Selfridge’s, and no consideration had moved from Dunlop to Selfridge’s.  

In both cases agency was put forward, but the facts didn’t support it. In Tweddle the Π’s father 

had not acted as Π’s agent in making the K with the wife’s father; if he had, Π would be 

personally liable on his own father’s promise to pay. In Dunlop, Dew hadn’t acted as Dunlop’s 

agent in getting the price maintenance commitment from Selfridge. Dew had acted for itself. The 

consideration for Selfridge’s commitment came entirely from Dew, namely, sellng Selfridge the 

tires that Dew had bought from Dunlop.  

5.3 Ways in which a third party may acquire the benefit 

McCamus 317-30 

Beswick v Beswick (CA 1966) 293  

Beswick v Beswick (HL 1967) 295  

London Drugs Ltd. v Kuehne & Nagel Int’l Ltd. (SCC 1992) 309  

Fraser River Pile & Dredge Ltd. v Can-Dive Services Ltd. (SCC 1999) 319  

5.4 Privity and contract theory 

Materials 324-25  
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Tues., 13 Nov. There are ways around, and qualifications of, privity that have been devised to 

avoid the serious injustices that privity can create. Beswick enforced the widow’s entitlement to 

receive her annuity by having the estate (of which she was admnistrator) sue the nephew for 

specific performance. It happened to be a case in which the estate was willing to sue and one in 

which specific performance, according to the usual rules, was available, so it worked. But it 

would not be available in cases where the performance to be enforced involved supervision, or 

involved services to be rendered to the third party rather than just a simple payment. Obligations 

like that usually can’t be the subject of specific performance orders. So it’s a solution, but only in 

some cases.  

The NB and UK legislation, which actually give the third party a right of action against the 

original party that made the promise, would of course cure the problem, too, in all cases. The 

third party’s right to enforce might conflict with the original parties’ right to modify their K, but 

both statutes, in different ways, restrict that right if (in the UK act) the third party has 

communicated his or her assent to the the term giving the benefit (see s 2(1), at 292 of the 

book) or (in the case of both acts) the third party has changed his or her position in reliance on 

the term. In the NB act, the original parties can change the term but have to compensate the 

third party for loss caused by the change on account of that reliance (see s 2(3)), in the UK act 

the original parties lose the right to modify the term if it’s been relied upon (see s 2(1)(b)-(c)).   

The London Drugs and Fraser River v Can-Dive cases modify the Canadian common law so as 

to vest a right in the third party to invoke a promise by one of the parties to the contract not to 

sue the third party. In London Drugs the promise was the customer’s promise not to sue the 

warehousing company for more than $40 if the goods were lost or damaged. That promise, the 

SCC held, impliedly extended to the employees (who could be sued in tort) as well as the 

employer (who could be sued in contract or in tort). In Fraser River it was the insurer’s promise 

not to sue (make a subrogated claim against) a number of third parties, including any charterer 

that hired the barge from Fraser River, the original contracting party. That promise extended 

expressly to the charterer and the charterer, accordingly, could invoke it against the insurer and, 

ipso facto, against Fraser River, whose right to sue the charterer for damaging the barge was 

the foundation of the subrogated claim by the insurer.  

The Fraser River case also involved the original parties (insurer and insurer) getting together 

and agreeing to amend the insurance contract so as to remove the waiver of subrogation rights 

against the charterer. The SCC held that once the right of action arose that was covered by the 

waiver of subrogation, the charterer’s right to the protection of the clause was “crystallized” and 

could not thereafter be retroactively stripped away by agreement of the parties to the insurance 

contract.  

(I meant to spend a couple of minutes on the “agency exception” that was discussed in these 

two cases, which I’ll pick up at the start of Thursday’s class.)  

6. CONTINGENT AGREEMENTS 

McCamus 710-20 

Materials 327-32  

Wiebe v. Bobsien (B.C.S.C. 1985) 332  
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Wiebe v. Bobsien (B.C.C.A. 1986) 338  

Dynamic Transport Ltd. v. O.K. Detailing Ltd. (S.C.C. 1978) 343  

Law and Equity Act (B.C.), s. 54 supp  
In Turney v. Zhilka (materials at 350) and Barnett (in the notes after Turney) the SCC 

developed a theory, unique to Canada, that a party cannot waive the non-fulfilment 

of a condition precedent that depends upon a third party or upon external events. 

The theory is that even if the condition was included for the sole benefit of the 

would-be waiving party, it nevertheless represents a bargain that if the condition 

fails the contract will be void. To allow that party to enforce the contract in spite of 

the failure of the condition, the theory goes, would be to let him or her do an end-

run around this bargain. (See McCamus at 720-26.) The Law and Equity Act provision 

(which implemented a Law Reform Commission of BC report) reverses this rule for 

contracts governed by BC law. Note the conditions for exercise of the power of 

waiver. 

Thurs., 15 Nov. I spent the first while on the agency device that courts used to deal with some 

privity issues. Most of them are now taken care of by the London Drugs exception, but not all 

are covered by that principle.  

The agency approach has been used to allow parties A and B to agree that B is going to do 

something for C, or not sue C, and turn this into a binding unilateral K by finding that A was 

acting as C’s agent in making this unilateral offer from B to C, and C was accepting B’s offer by 

an act of performance (unloading a ship, etc.). The New Zealand Shipping case in the JCPC, in 

the casebook at 304, used this approach to explain why the cargo owner was bound vis-à-vis 

the stevedoring company not to sue them, even though the promise not to sue was contained in 

a K between the cargo owner and the carrier. The carrier had stipulated that the promise not to 

sue extended to any stevedore, and so the owner was said to have promised the carrier, as the 

stevedore’s agent, not to sue the stevedore if the stevedore provided consideration to the owner 

by unloading he cargo. (An agent can act on behalf of an undisclosed principal or a future 

principal, so it doesn’t matter if the carrier selected the stevedore only after the K of carriage 

was made.)  

The agency rationale is still needed if the aim is to allow one of the original contracting parties to 

enforce an obligation against the third party rather than bar an original party from suing the third 

party, which is now mostly covered by London Drugs. I suggested as an example where the 

retailer, in the K of sale to a purchaser, also agrees on behalf of the manufacturer that there will 

be a manufacturer’s warranty in favour of the purchaser. The retailer can act as the 

manufacturer’s agent in communicating the manufacturer’s offer of a warranty to the consumer, 

who in turn accepts the offer by buying the product. The consumer thereby gets a right of action 

against the manufacturer.  

Turning to conditions precedent (a topic also touched on in the Dawson v Helicopter Exploration 

case), the Wiebe case shows the two main ways one can construe conditions precedent – as 

conditions precedent to the existence of a K (“I’ll buy this if I decide that I want to”) or as to the 

performance of (the main obligations of) the K (“subject to selling my current house”, “subject to 

financing”, etc.). The typical conditions precedent in real estate sale Ks (“interim agreements” in 

the BC practice) are of the latter type, and this has the benefit of protecting the purchaser – who 

is assured of a certain time to try to get the condition satisfied – and also means that the vendor 
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has a right to sue the purchaser if the latter (a) has an obligation, express or implied, to try to 

get the condition satisfied, and (b) does not use best efforts to do that. As a practical matter it 

may be difficult for the vendor to prove that kind of a breach by the purchaser, but if the vendor 

doesn’t want to be stuck waiting for the purchaser to do his or her thing, the vendor can always 

negotiate a different term, such as the 72-hour notice provision that was used in the K in the 

Wiebe case. The Dynamic Transport case is an example where the issue was whether the 

obligation to get subdivision approval, which was a stipulated condition precedent, lay on the 

purchaser or the vendor. The court held the latter, based on the legislative setup relating to 

subdivision. In cases where the condition is getting approval to change the property’s zoning, 

the obligation would typically be on the purchaser (assuming the municipality’s rules permit the 

purchaser to apply before they own the property), since that is the person who has a plan for the 

property that requires a change in zoning.  

Can either party waive an unfulfilled condition precedent? Not a condition precedent to the 

existence of a contract – you can’t waive a condition that says there is no K yet – but s 54 of the 

Law and Equity Act says you can waive a condition precedent to performance if it is solely for 

the benefit of the waiving party (that’s a question of construction of the agreement, in light of the 

circumstances surrounding the making of the K), the K can be performed without the fulfilment 

of he condition, and the party gives notice of waiver before the deadline by which the condition 

must be fulfilled. In most other provinces the SCC’s decision in Turney v Zhilka (in the book at 

350) prevails, which says that you cannot waive a condition, the fulfilment of which depends on 

the will of a third party (such as a zoning authority). That means that if you want the power to 

waive, you have to write it into the K.   

7. REPRESENTATIONS AND TERMS: CLASSIFICATION AND CONSEQUENCES (PART) 

7.1 Introduction 

Materials 357-58 

7.2 Misrepresentation and rescission 

McCamus 335-58 

Redgrave v. Hurd (C.A. 1881) 359  

Smith v. Land & House Property Corp. (C.A. 1884) 363 

Kupchak v. Dayson HoldiDicngs Ltd. (B.C.C.A. 1965) 368 

Tues., 20 Nov. After reviewing conditions precedent and subsequent (the latter hardly ever 

occurring in the cases, except Dawson, which I suggested really involved conditions precedent), 

we moved on to misrepresentation. 

The facts that one party misrepresented a fact (only facts can be false or true) to the other party, 

before the contract was made, and that the representee relied on it, gives the representee the 

right to seek rescission of the contract. If the misrepresentation was fraudulent (known by the 

representor to be false, or stated recklessly as to whether it was true or false), and is acted 

upon, the representor is liable for the tort of deceit. Non-fraudulent (= “innocent”) 

misrepresentation does not amount to a tort unless it falls within the tort of negligent 

misstatement, which we’ll discuss a bit on Thursday.  
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Rescission is the judicial order that requires each party to restore what has been received under 

the contract so that each party is put back into the position he or she was in before the contract 

was made. The party getting rescission is not made whole in respect of losses caused by the 

making, and then rescission, of the contract – that can be done only with damages. Only the 

acts done in performance of the contract as such (transferring property, paying money as 

required by the K) are reversed as part of rescission. If nothing was done by either party yet, 

rescission is just a matter of telling the other party that you’re rescinding – you don’t need the 

court’s assistance.  

Reliance on the misrepresentation is proved, as Redgrave held, by showing that the 

representation was material to the reprsentee’s subsequent decision to commit to the K. The 

representee does not have to show that he or she would not have entered into the K, but for the 

representation. If it was one of the reasons for entering into the K, that is enough.  

Rescission is an equitable remedy that can be granted only if it is possible to restore the parties 

to the contract to their pre-K position. I mentioned the former rule that a fully executed (i.e. 

performed) K can’t be rescinded. That applied to innocent but not to fraudulent 

misrepresentation. It is no longer an absolute bar to rescission even for innocent 

misrepresenation; it’s a factor in deciding whether to order rescission. The K in Redgrave, which 

was innocent misrepresentation, could still be rescinded – the property hadn’t yet been 

conveyed to Δ. In Kupchak the K for the sale of the motel had been performed but it was a case 

of fraud. 

The two other main bars to rescission appear in Kupchak – delay or laches (inequitable to 

rescind given the representee’s slowness in asserting his or her rights, and the representor’s 

reliance on the K during that period), and the intervention of third party rights (a bona fide third 

party for value without notice has by now got an interest in the subject matter of the K). All the 

bars to rescission are tied to the idea that it must be possible fully to undo the K and restore 

both parties to their previous position – restitutio in integrum, as it’s called in the old cases.  

A fourth bar to rescission is that the representee has affirmed the K, meaning that he or she 

knew of the misrepresentation but communicated to the representor that he or she nevertheless 

would stick with the contract. This is basically waiver of your right to rescission. Once made it 

can’t be withdrawn.  

In Kupchak the representor was unable to restore the property it had received in trade for the 

motel it had sold to the representee. That, however, did not prevent rescission because the 

court thought justice was done by making the representor pay the representee the value of the 

property as it was at the time of the trade.  

Redgrave also shows one thing that is not a defence to rescission – that the representee was 

careless in failing to check on the truth of the representation.  

Smith v Land & House illustrates that a misrepresentation can be an implied, rather than 

express, assertion of fact. Giving an opinion can imply knowledge of a state of facts that support 

the opinion, and describing the tenant as “desirable” was held to be an implicit statement of fact 

that was false.  
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The remedy of rescission is to be kept distinct from termination, which is a permitted response 

to breach of contract if the breach is sufficiently serious – a repudiation of the K (a refusal to go 

on performing at all) or performance so deficient that the innocent party shouldn’t have to go on 

(how this test works will be part of next term’s material). Termination (if it is justified) puts an end 

to both parties’ obligation to perform the remainder of the K, but the K is not retroactively 

cancelled, as with rescission. Another distinction from rescission is that damages can be 

claimed for the breach (whether or not the injured party terminates the K as well), whereas 

damages cannot be claimed for misrepresentation (except in tort, for fraud or negligence).   

Neither rescission nor termination is something the representee or injured party must do; they 

have an option to carry on with the K, if that is possible in the post-breach situation.  

7.3 Representations and terms 

McCamus 729-35  

Heilbut, Symons & Co. v. Buckleton (H.L. 1913) 376 

Dick Bentley Productions Ltd. v. Harold Smith (Motors) Ltd. (C.A. 1965) 381 

7.4 Statutory reform 

Omit this section in the materials, but do have a look at: 

Business Practices and Consumer Protection Act (B.C.), ss. 4-5 (deceptive  

acts or practices), 171 (action for damages) Supp. 

Note how the definition of “representation” is broader than the common law one, the 

supplier has the onus of showing the representation was not made, and the consumer 

can claim damages if the representation caused her or him loss. 

7.5 Concurrent liability in contract and tort 

McCamus 358-64 

BG Checo International Ltd. v. British Columbia Hydro and Power Authority 

(S.C.C. 1993) 403 

Thurs., 22 Nov. I spent some time on the bars to rescission, which are included in my notes of 

the previous class.  

Returning to misrepresentation, both Heilbut Symons and Dick Bentley involved representees 

trying to get damages by arguing that what the representor said was a warranty. (They could not 

have got rescission of the K in either case because it was not possible to restore the other party 

(or third parties) to the pre-contract position. In Heilbut the warranty argument failed, because 

the evidence did not support a finding of intent to be bound; the conversation with Johnston was 

just too casual to amount to a guarantee that the company was a rubber company. Dick Bentley 

went the other way because (despite Denning’s use of fault as a criterion) the evidence did 

support a finding of intention to give a warranty. The car dealer made a specific statement about 

an important matter that he knew about and the purchaser did not.  

The BPCPA provisions create a statutory right to damages for harm caused by any deceptive 

act or practice, the definition of which includes representations of various kinds. It removes the 

question of contractual intent and just focuses on whether the act was deceptive, and whether in 



211.004 Contracts (Blom) syllabus 2018-19 Term 1 -- page 26 of 26 

fact it caused harm (a kind of tort liability rather than contract, because the ac or practice is not 

a promise but just a misleading statement).  

The BG Checo case shows that the basic attitude to the overlap between the tort of negligent 

misstatement on the one hand, and breach of contract on the other, is that the plaintiff is 

basically entitled to choose to claim in either, subject to the “primacy of private ordering”, which 

gives the contract priority if it cuts back or eliminates liability in tort. In Checo itself the contract 

did not cut back on liability for the negligent misstatement, so Π could claim both in tort or in 

breach of contract. There was a difference in the damages. Contract damages are to put the Π 

in the position he or she would have been in if Δ had performed the K, so you compare Π’s 

actual position with what the position would have been in if Δ had performed the obligation in 

question (having the right-of-way cleared by others). That meant Π should recover the amount Π 

had had to spend extra because of the need to clear. In tort the Π is to be put in the position as 

if the tort had not been committed, which means you ask in this case what Checo would have 

done if Hydro had not negligently misrepresented that the right-of-way would be cleared by 

others. The finding was that Checo would have built the extra cost of clearing into its bid, which 

meant that Π could claim for loss of profits on the clearing work as well as the cost of clearing as 

such. In K they could claim only the latter, because the clearing work was not part of their 

obligations under the K.  

Tues., 27 Nov. We’ll have the first of our review sessions – how to approach exam-writing (my 

version), and some suggestions about how to see the course as a whole rather than just a 

collection of decided cases.  
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[1] Harwish v. Bank of Montreal 
[1969] S.C.R. 515 

• The court upheld the traditional principle that any agreement collateral or supplementary to 
the written agreement may be established by parol evidence, provided it is one which could 
be made as an independent agreement without writing and that it is not in any way 
inconsistent with or contrary to the written agreement. 

Parol Evidence Rule 

[2] Bauer v. Bank of Montreal 
[1980] S.C.R. 102 

• Confirmation of the general principle that oral evidence which contradicts the main written 
contract is inadmissible under the parol evidence rule. Parol Evidence Rule 

[3] 
Gallen v. Butterley 
(1984) 53 B.C.L.R. 38, 25 B.L.R. 
314 (B.C.C.A.) 

• There are many cases where evidence of an oral statement is relevant and may be admitted: 
the written agreement is not the whole contract, in support of interpretation of the contract, 
to correct a mistake or an error in written contracts, to show misrepresentation, etc. 

• The parol evidence principle cannot be an absolute one. It is only a presumption that a 
collateral agreement cannot be admitted if it is inconsistent with, or contradicts, the written 
terms. But the presumption is “strongest when the oral representation alleged to be contrary 
to the document, and somewhat less strong when the oral representation only adds to the 
document.” It would be” more rigorous in a case where the parties had produced and 
individually negotiated document that it would be where a printed form was used.” 

Parol Evidence Rule 

[4] 
Hong Kong Fir v. Kawasaki Kisen 
Kaisha Ltd. 
[1962] 1 All E.R. 474 (C.A.) 

• In addition to traditional common law categorization of terms of contract into two groups 
(conditions-the breach of which give rise to termination of contract; warranties-the breach 
of which give rise to damages only) there are intermediate terms-those which are neither 
conditions nor warranties. 

• The test the court used to determine if the term was a condition or intermediate term is the 
nature of event and its practical effect at the time of the breach of the term—does it deprive 
the innocent party of substantially the whole benefit of contract. 

Classification of 
Terms: Innominate 
or intermediate 
terms 

[5] 
Wickman v. Schuler 
[1974] A.C. 235, 2 All E.R. 39 
(H.L.) 

• The contract should be interpreted as a whole and the word “condition” should, on the facts 
of this case, be given an ordinary meaning not as a term which will entitle the innocent 
party to repudiate the contract in the event of a breach. 

• If the parties intend to give a condition such an effect they must make that intention clear. 

Classification of 
Terms: Conditions 
and Warranties 

[6] 
No. 2002 Taurus Ventures Ltd. v. 
Intrawest Corp.  
2007 BCCA 228 

• [38] “The SCC made it clear…that breach of pre-contractual representations may be 
actionable as both a breach of contract and negligent misrepresentation, with clear 
exceptions arising from the express terms of the contract.” 

• The entire agreement clause in the contract between the parties did not explicitly refer to 
negligence.  

• The BCCA held that where the parties were both “sophisticated, commercial entities” and 
the contract was not a standard adhesion contract and was clearly intended to govern the 
relationship between the parties, “it would not accord with commercial reality to give no 
effect to the entire agreement clause in determining whether Taurus can claim a tort 
remedy.”[59] 

Classification of 
Terms: Collateral 
Warranty and 
Entire Agreement 
Clause 

[7] Fairbanks v. Sheppard 
[1953] 1 S.C.R. 314, 2 D.L.R. 193 

• In certain circumstances the general rule related to the so-called “entire” contracts (that 
there is no recovery for a contract to do work for a lump sum until the work is fully 
completed) could be interpreted to mean that the recovery for a contract to do work for a 
lump sum is possible if the work is “substantially” completed albeit defectively. 

• What constitutes “substantial” performance is to be determined on the facts of each case. 

Discharge by 
Performance or 
Breach: Remedy 
for a Party in 
Default 
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[8] Sumpter v. Hedges 
[1898] 1 Q.B. 673 (C.A.) 

• The general rule is that where there is a contract to do work for a lump sum, until the work 
is completed the price of it cannot be recovered. 

• There are cases in which, though the plaintiff has abandoned the performance of a contract, 
it is possible for him to raise the inference of a new contract to pay for the work done on a 
quantum meruit basis from the defendant’s having taken the benefit of that work. But in 
order that that may be done, the circumstances must be such as to give an option to the 
defendant to take or not to take the benefit of the work done. 

• The mere fact of the appellant remained in possession of their land is not evidence upon 
which an inference of a new contract can be founded. 

Discharge by 
Performance or 
Breach: Remedy 
for a Party in 
Default 

[9] Howe v. Smith  
(1884) 27 Ch.D. 89 (C.A.) 

• Whether, in absence of an express stipulation, a party in default who paid money as a 
deposit on the signing of a contract, could recover that deposit or he has lost all right to 
performance by the other party, would depend on what terms are to be implied. 

Discharge by 
Performance or 
Breach: Deposit 
Paid by a Party in 
Default 

[10] Stevenson v. Colonial Homes Ltd. 
[1961] O.R. 407 (Ont. C.A.) 

• To determine if the payment is a deposit or a part payment the court will look at the 
intention of the parties in the circumstances of each case as indicated by the actual words of 
the contract and evidence of what was said. 

• If the payment is a deposit (money paid in advance to guarantee the performance of the K) 
there would be no return when the contract is set aside. However if the money is paid as a 
part payment on account of the purchase price then it is recoverable. 

Discharge by 
Performance or 
Breach: Cases of 
Uncompleted 
Work and Paid 
Deposit 

[11] 
Jedfro Investments (USA) Ltd. v. 
Jacyk 
 2007 SCC 55 

• “Abandonment discharges a contract only if it amounts to a new contract in which the 
parties agree to abandon the old one.”[17] A new contract could be made explicitly or 
implicitly but it must be clear that the parties have made a new contract 

• More than a simple ignorance of a contractual obligation is needed to establish repudiation. 
“A contract may be said to be repudiated when one party acts in a way that evinces intent to 
no longer be bound by the contract. The other party then may, at its option, elect to 
terminate the contract.” [20] 

Discharge by 
Performance or 
Breach: 
Repudiation and 
Termination of 
Contracts 

[12] 
Sattva Capital Corp. v. Creston 
Moly Corp.  
2014 SCC 53 

• Interpretation of a contract is a matter of mixed fact and law which means that the courts 
should consider surrounding circumstances or factual matrix when dealing with 
contractual interpretation and determining the intention of the parties at the time of 
formation of a contract. 

• Courts “must read the contract as a whole, giving the words used their ordinary and 
grammatical meaning, consistent with the surrounding circumstances known to the parties 
at the time of formation of contract.” [47] 

• “Surrounding circumstances” or the factual matrix will vary from case to case but it should 
consist of objective evidence of the facts known to the parties at the time of contracting. 

Interpretation of 
Contracts: Factual 
matrix 

[13] Bhasin v. Hrynew  
2014 SCC 71 

• SCC recognized that there is an organizing principle of good faith governing contractual 
performance; the organizing principle manifests itself in various specific doctrines and it is 
not a free-standing principle. 

• The organizing principle of good faith is “simply that the parties generally must perform 
their contractual duties honestly and reasonably and not capriciously or arbitrarily. [63] 

Interpretation of 
contracts: Good 
Faith and 
Performance of 
Contracts  
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• There is a general duty of honesty in contractual performance, meaning that a party 
must not lie or mislead the other party about one’s contractual performance [73]; this is not 
an implied term but it operates irrespective of the intentions of the parties and the parties 
are not fee to exclude it. [75] 

[14] Machtinger v. Hoj Industries Ltd. 
[1992] 1 S.C.R. 986 

• A reasonable notice period is an implied term of an employment contract  
• The intention of the contracting parties is not relevant to terms implied as a matter of law 

(but only to terms implied as a matter of fact). 
• The test for implication of a term as a matter of law is necessity or whether the term sought 

to be implied is a “necessary incident” of the contract. 

Standard Form 
Contracts: 
Incorporation of 
terms: Implied 
Terms (and 
Exclusion Clauses) 

[15] 
Thornton v. Shoe Lane Parking Ltd. 
[1971] 2 Q.B. 163, 1 All E.R. 686 
(C.A.) 

• The ticket is no more than a voucher or receipt for the money that has been paid on terms 
which have been offered and accepted before the ticket is issued… The offer was accepted 
when the plaintiff drove up to the entrance and by the movement of his car, turned the light 
from red to green, and the ticket was thrust at him. The contract was then concluded and it 
could not be altered by any words printed on the ticket itself. 

• The court should not bind a party by unusually wide and destructive exclusion clauses 
unless they are drawn to their attention in the most explicit way. 

Standard Form 
Contracts:  
Incorporation of 
Terms &Unsigned 
Documents – 
Notice 

[16] 

McCutcheon v. David MacBrayene 
Ltd. 
[1964] 1 W.L.R. 125, 1 All E.R. 
430 (H.L.) 

• Previous dealings between the parties are relevant only if they prove: (1) knowledge of the 
terms (actual and not constructive), and (2) assent to the terms in the previous dealings. 

• If previous dealings show that a person knew of and agreed to a term on 99 occasions, it 
can be imported into the 100th contract without an express statement, but without proving 
knowledge there is nothing. 

Standard Form 
Contracts: 
Incorporation of 
Terms & Unsigned 
Documents – 
Previous Dealings 

[17] 
Tilden Rent-A-Car Co. v. 
Clendenning 
(1978) 18 O.R. (2d) 601 (Ont. C.A.) 

• In modern commercial practice, many standard form printed documents are signed without 
being read or understood and in many cases the parties seeking to rely on the terms of the 
contract know or ought to know that the signature a party to the contract does not represent 
the true intention of the signer and that the party signing is unaware of the stringent and 
onerous provisions which the standard form contains.  

• The party seeking to rely on such stringent and onerous terms should not be able to do so in 
the absence of first having taken reasonable measures to draw such terms to the attention 
of the other party, and, in the absence of such reasonable measures, it is not necessary for 
the party denying knowledge of such terms to prove either fraud, misrepresentation or non 
est factum;  

• What is a reasonable notice is the question of facts in each instance. 

Standard Form 
Contracts: 
Incorporation of 
Terms and Signed 
Documents  

[18] 

Karroll v. Silve Star Mountain 
Resort Ltd. 
(1988) 33 B.C.L.R (2d) 160 
(B.C.S.C.) 

• Whether the duty to take reasonable steps to advise of an exclusion clause arises depends 
on many factors, such as the nature of the contract, the length and format of the contract 
and the time available for reading and understanding it 

• The purpose of the contract was to engage in a hazardous activity upon which Karroll 
voluntary embarked, the exclusion clause was consistent with the purpose of the contract, 
there was no fine print, no unusual terms, and she was an experience racer who had signed 
such clauses before. 

Standard Form 
Contracts: 
Incorporation of 
Terms and Signed 
Documents 
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[19] 
Loychuk v. Cougar Mountain 
Adventures  
2012 BCCA 122 

• Enforceability of a waiver of liability challenged by the plaintiff on the basis of: 1. 
misrepresentation by omission (lack of notice), 2. unconscionability; 3. violation of statute 
(deceptive and unconscionable acts in BPCPA); lack of fresh consideration in exchange for 
signing a release. 

• No statutory violation established and no actionable unconscionability in common law 
established (as per Morrison v Coast Financial,  Harry v Kreutziger, and Tercon). 

• No overriding public policy reasons to refuse to enforce the waiver (Tercon test). 

Standard Form 
Contracts: 
Incorporation of 
Terms and Signed 
Documents  

[20] Tercon Contractors Ltd. v. BC 
(Transportation), 2010 SCC 4 

• SCC referred to Dickson J. in Hunter Engineering in stating that the doctrine of 
fundamental breach should be lay to rest and held that an analytical approach of Binnie J. 
(dissenting) to exclusion of liability clauses applicability should be applied. 

• Binnie J. held (dissenting) that because categorizing breach as “fundamental” is not 
helpful, especially when the parties are big, sophisticated, commercial entities, the courts 
should focus on: whether as a matter of interpretation the clause applies to the 
circumstances of the case; and if so, whether the exclusion clause was unconscionable at 
the time the contract was made, and if the clause is valid and applicable, whether the court 
should nevertheless refuse to enforce it because of an overriding public policy. [122-123] 

Fundamental 
Breach Doctrine: 
Enforceability of 
Exclusion Clauses 

[21] Mega Reporting Inc. v. Yukon  
2018 YKCA 10 

• Yukon CA applied Binnie J. three steps analysis of the enforceability of exclusion clauses 
and addressed the public policy argument not considered in Tercon.  

• The task of the court is to balance two public interests: one in the right of the parties to 
contract freely, and the other, the interest in ensuring a fair, accountable, open and 
transparent bid process.  

• The threshold to overcome is that harm to the public must be “substantially incontestable”. 
Here, the court did not find that there was an overriding public policy that is substantially 
incontestable to prevent enforcement of the exclusion clause (as the right of the parties to 
contract freely). 

Fundamental 
Breach Doctrine: 
Enforceability of 
Exclusion Clauses 

[22] Smith v. Hughes 
(1871) L.R. 6 Q.B 597 (Div. Ct.) 

• The court was asked to decide if there was a breach of K when the buyer refused to 
complete it arguing that there was a mistake as to the age of the outs being bought – was it 
a unilateral mistake (by a buyer) as to the terms or a mistaken assumption. 

• If the age of the oats was not a term of the contract but a mistaken assumption it is 
irrelevant to the contract performance what were buyers beliefs about it. 

Mistake as to 
Terms: Unilateral 
Mistake  

[23] Bell v. Lever Brothers Ltd. 
[1932] AC 161 (H.L) 

• There are three areas where parties (one or both) can be mistaken: the identity of 
contractual parties, the existence of subject matter of the contract at the time of contracting, 
the quality of the subject matter.  

• Lord Atkin: a contract may be void if the shared mistake as to quality is sufficiently 
fundamental, meaning that the existence of “some quality which makes the think without 
the quality essentially different from the thing as it was believed to be”. 

• 3:2 judgment of the HL that the compensation agreement was not void for such a mistake 
of quality. 

Mistake in Common 
Law: Mistaken 
Assumptions at to 
Quality 

[24] 
McRae v. Commonwealth Disposals 
Commission 
(1951) 84 CLR 377 (Aus. H.C.) 

• The plaintiff claimed: damages for breach of K to sell a tanker lying at a particular place, 
fraudulent misrepresentation that there was a tanker at that place; and negligent 
misrepresentation to disclose that there was no tanker at the place; the defendant argued 

Mistake: Common 
Mistake & 
Mistaken 
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and K was void based on the common mistake as to the existence of a tanker (subject-
matter). 

• Court held the defendant could not rely on any mistake as avoiding the contract because 
mistake was induced by the serous fault of their own servants, asserting recklessly the 
existence of a tanker; there was a K and there was a breach of K. 

Assumption as to 
the Existence of 
Subject Matter 

[25] 
Solle v. Butcher 
[1950] 1 KB 671, [1949] 2 ALL ER 
1107 (CA) 

• A contract made as a result of a common mistake not sufficiently fundamental at common 
law to render it void (mistake as to quality) could be treated as voidable in equity. 

• Denning: “the court had power to set aside the contract whenever it was of opinion that it 
was unconscientious for the other party to avail himself of the legal advantage which he 
had obtained.” 

Mistake: Common 
Mistake in Equity 

[26] 
Great Peace Shipping v. Tsavliris 
Salvage Ltd. 
[2002] 4 All ER 689 

• Lord Phillips’ five main elements required for common mistake to be operative: 1. there 
must be a common assumption as to the existence of a state of affairs, 2. there must be no 
warranty by either party that the state of affairs exists, 3. the non-existence of the state of 
affairs must not be attributable to the fault of either party, 4. The non existence of the state 
of affairs must render the performance of the contract impossible, 5. The state of affairs 
may be the existence or a vital attribute of the consideration to be provided or 
circumstances which must subsist if performance of the contractual adventure is to be 
possible. 

• The court denied equitable jurisdiction to set aside contract on terms for “fundamental” 
common mistake as to quality arguing there is only one doctrine of common mistake. (Bell) 

Mistake: Common 
Mistake in 
Common Law and 
in Equity  

[27] Miller Paving v. Gottardo 
(2007) 86 OR (3d) 161 (Ont. C.A.) 

• The court said that Great Peace has not been followed in Canada and mistake could still be 
argued in common law and in equity as Solle v Buther has been taken as a good law. 

• Despite the common mistake of the parties regarding the payment of the supplied material, 
the contract provided that Miller would bear all the risk of mistake and therefore the 
equitable test from Solle v. Butcher (“fundamentally different”) not applicable. 

Mistake: Common 
Mistake in 
Common law and 
in Equity in 
Canada 

[28] 
R. v. Ron Engineering & 
Construction  
[1981] SCR 111 

• A bidder claimed that because their mistake as to the price was brought to the owner’s 
attention after the tender was submitted, the bidder’s offer was not capable of acceptance 
(no consensus ad idem) and the bidder was entitled to a return of deposit. 

• SCC held that there was no mistake as to the bidder’s intention to submit the tender and the 
owner had not been told about the mistake when the tender was submitted. Therefore, 
Contract A was created and no principle in law made the tender incapable of acceptance 
due to a mistaken bid. 

Unilateral Mistake 
as to Terms: 
Tender Bids  

[29] 
Sylvan Lake Golf & Tennis Club v. 
Performance Industries Ltd. 
[2002] 1 SCR 678 

• Binnie J. for the SCC sets requirements for rectification of contracts for unilateral mistake: 
(i) existence of a prior oral agreement whose terms are definite and ascertainable 
inconsistent with the written document; (ii) the other party knew or ought to have known of 
the mistake at the time of execution of the written document; (iii) attempt of the defendant 
to rely on the erroneous written document must amount to “fraud or the equivalent of 
fraud”.  

• Rectification unavailable where “one or both of the parties wish to amend not the 
instrument recording their agreement, but the agreement itself.” 

 

Mistake: 
Rectification & 
Unilateral Mistake 
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[30] Canada v. Fairmont Hotels 
[2016] 2 SCR 720 

• Fairmont sought a rectification order to convert the share redemption into a loan as a means 
of avoiding unintended adverse income tax consequences on the wind up.  

• Rectification “must be used with great caution” as it “allows courts to rewrite what the 
parties had originally intended to be the final expression of their agreement.” 

• The purpose of rectification is “to rectify an instrument which inaccurately records a 
party’s agreement respecting what was to be done… not [to] change the agreement in order 
to salvage what a party hoped to achieve…” 

Mistake: 
Rectification & 
Unilateral Mistake 

[31] Saunders v. Anglia Building Society 
[1971] AC 1004 

• The  plea of non est factum (“not my deed”) rests on the argument that the person signing a 
written document is fundamentally mistaken about the nature and purpose of the document 
signed.  

• What has been sign is “fundamentally different” or “radically different” or “totally 
different.” 

• That mistake should not be the result of carelessness of the signor. 

Mistake: Non est 
factum 

[32] 
Paradine v. Jane 
 (1647) Aleyn 26, 82 All E.R. 897 
 

• Court held that the military occupation did not frustrate the lease contract (strict pacta sunt 
servanda): "When the party by his own contract creates a duty or charge upon himself, he 
is bound to make it good, if he may, notwithstanding any accident by inevitable necessity, 
because he might have provided against it by his contract.” 

• Court further held that frustration is a part of the risk a party has to bear (“As the lessee is 
to have the advantage of casual profits, so he must run the hazard of casual losses....”). 

Doctrine of 
Frustration and 
Sanctity of 
Contracts 

[33] 
Taylor v. Caldwell  
(1863) 3 B&S 826, 122 E.R. 309 
(Q.B.) 

• The court confirmed the general principle of contract law that a party to a contract had to 
either perform or pay damages (“if the performance of a contract has become unexpectedly 
burdensome or even impossible in consequence of unforeseen accidents”) but held that the 
parties should be excused from their obligations because there was an “implied condition” 
to excuse the parties in the case that performance becomes impossible without default of 
the contractor... “[T]he parties contracted on the basis of the continued existence of the 
particular person or chattel.” 

Doctrine of 
Frustration: Excuse 
for non-
performance   

[34] 
Davis Contractors v. Fareham UDC 
[1956] AC 696, [1956] 2 All ER 
145 (HL) 

• Hardship or inconvenience or material loss itself is not of essence for the principle of 
frustration to apply and the contract to be wholly discharged (from the point of frustration). 

• What matters is that an event that happened after the contract was concluded (and was 
unforeseeable at the time of contracting and beyond control of the parties) has rendered a 
significant change in obligations making it if performed a radically different thing from 
that contracted for. 

Doctrine of 
Frustration: Excuse 
for non-
performance  

[35] 
Capital Quality Homes v. Colwyn 
Const. Ltd. 
(1975) 9 OR (2d) 617 (CA) 

• Who should have the risk of a supervening event that impacts the sale of land contract yet 
to be executed? – Traditionally, the English law position is that the risk passes to the 
purchaser at the time of contracting. 

• The Court held that the supervening event was such that it rendered literal performance of 
the contract actually impossible as it provided for the separate conveyance of 26 building 
lots. The seller knew of the buyer’s purpose of the purchasing lots for subdividing them 
although the contract did not allocate the risk.  

• The contract frustrated and the purchaser entitled to get the deposit back. 
 

Doctrine of 
Frustration: 
Intervening 
Legislation 
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[36] Victoria Wood v. Ondrey 
(1977) 14 OR (2n) 723 (HC) 

• The very foundation of the agreement is not destroyed by the supervening change of 
regulations as the buyer contracted to get 90 acres of land he did not translate its intention 
to subdivide into a contract as the part of its foundation; no unusual change od 
circumstances entirely beyond the contemplation of the parties. 

• The contract not discharged by frustration and the risk of the zoning changes is imposed on 
the buyer of the land. 

Doctrine of 
Frustration: 
Intervening 
Legislation 

[37] 

KBK No. 138 Ventures Ltd. v. 
Canada Safeway Ltd.  
2000 BCCA 295 
 

• Frustration occurs when there is such a radical change in the significance of the obligation 
that the thing undertaken would, if performed, be a different thing from that contracted for. 

• Even though the contract contained a clause that allocated the risk in case of re-zoning 
legislation in the plaintiff, the parties did not actually contemplate such a change. Any 
reasonable person in the position of the parties likely would not have contemplated such an 
event. 

Doctrine of 
Frustration: 
Intervening 
Legislation 

[38] 
Maritime National Fish Ltd. v. 
Ocean Trawlers Ltd. 
[1935] AC 524 

• If one of the parties has caused frustration of the adventure that party cannot rely on their 
own default to excuse them from liability under the contract. 

• One of the general requirement for the application of the principle of frustration to 
discharge a contract is that the frustrating event should not be caused by the fault of the 
parties. 

Doctrine of 
Frustration: Self-
Induced 
Frustration 

[39] 
Greater Fredericton Airport 
Authority Inc. v.  NAV Canada 
(2008) N.B.J. No. 108 (N.B.C.A.) 

• The contractual variation must be extracted as a result of the exercise of “pressure.” 
• Threat of pressure must have been such that the coerced party had no practical alternative 

but to agree to the demand to vary the contract.  
• Robertson J. found that a criterion of illegitimate pressure is unnecessary. 
• Once it was established that the variation was under the pressure and that no practical 

alternative was available, the focus of analysis should be whether the coerced party 
contested to the variation: was there consideration, was the promise made under protest and 
if not whether the coerced party took reasonable steps to disaffirm the promise as soon as 
practicable. 

Economic Duress: 
Application of the 
Framework to 
Modification of 
Contract 

[40] 
Geffen v. Goodman Estate  
[1991] 2 S.C.R. 353, 81 D.L.R (4th) 
211  

• The SCC establishes that in situations of presumed undue influence where consideration is 
not an issues (gifts and bequests) it is enough to establish the presence of a special 
relationship in which the potential for domination inheres and that the transaction calls for 
an explanation. 

• [43] “When dealing with commercial transactions, the plaintiff should be obliged to show, 
in addition to the required relationship between the parties, that the contract worked 
unfairness either in the sense that he or she was unduly disadvantaged by it or that the 
defendant was unduly benefited by it… The mere fact that the plaintiff seems to be giving 
more than he is getting is insufficient to trigger the presumption.” 

Undue Influence: 
Exploiting 
Relationships of 
Trust and 
Confidence 

[41] 
Royal Bank of Scotland v. Etridge 
(No. 2)  
[2001] 3 W.L.R. 1021 

• The creditor (the bank) must always take reasonable steps to bring home to an individual 
guarantor the risks that she/he is running by standing as surety. 

• A transaction that is not reasonably expected to occur between the parties is necessary to 
give rise to a rebuttable evidential presumption of undue influence.  

• A bank put on inquiry because a transaction, on its face, is not to the advantage of a wife 
(guarantor); there is a substantial risk that a husband may have exercised undue influence. 

Undue Influence: 
Constructive 
Notice of Undue 
Influence  
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[42] 
Morrison v. Coast Finance Ltd.  
(1965) 54 W.W.R. 257, 55 D.L.R. 
(2d) 710 (B.C.C.A) 

• A presumption of unconscionability requires: a) proof of inequality in the position of the 
parties arising out of the ignorance, need or distress of the weaker, which left them in the 
power of the stronger, and b) proof of substantial unfairness of the bargain in favour of 
the stronger. 

• The stronger party must rebut the presumption by proving that the bargain was fair, just 
and reasonable. 

Unconscionability: 
Presumption of 
unconscionability  

[43] 

Marshall v. Canada Permanent 
Trust Co. 
(1968) 69 D.L.R. 2d) 260 
(Alta. S.C.) 

• The court held that the defendant was entitled to rescission of the contact for sale of land 
because he was incapable of protecting his interests and because the transaction was 
improvident for him. 

• The court held that it was not material whether the plaintiff was aware of defendant’s 
incapacity—it was enough that the plaintiff was aware that the price agreed upon by the 
defendant was considerably less than the actual value of that land and of any comparable 
land in the same general area. The onus was on the plaintiff to show that the price given for 
the land was the fair price and he failed to establish that. 

Unconscionability: 
Defendant’s 
Incapacity 

[44]  Lloyd Bank v. Bundy 
[1975] QB 326 (CA) 

• Lord Denning argued that all three doctrines to protect weaker parties (duress, undue 
influence and unconscionability) could be merged into one doctrine that would allow 
rendering the contract voidable and would provide the weaker parties with the possibility of 
rescinding the contract. This unified doctrine not subsequently followed in UK and Canada. 

Protection of 
Weaker Party as a 
Unified Doctrine  

[45] 
Harry v. Kreutziger  
(1978) 9 B.C.L.R. 166, 95 D.L.R. 
(3d) 231 (B.C.C.A.) 

• McIntire J. referred to the two-prong test in Morrison for unconscionability: inequality of 
position of the parties due to the ignorance, need or distress of the weaker, coupled with 
proof of substantial unfairness in the bargain and awarded rescission of the transaction.  

• Lambert J. A. introduced a new wider test: whether the transaction seen as a whole is 
sufficiently divergent from community standards of commercial morality that it should 
be rescinded. 

Unconscionability: 
Applicable Test(s) 
and Relief 
 

[46] Still v. Minister of National Revenue  
[1998] 1 F.C. 549 (C.A.) 

• The modern approach to the law of illegality rejects the understanding that simply because 
a contract is prohibited by statute it is illegal and therefore void ab initio. Where a contract 
is expressly or impliedly prohibited by statute, a court may refuse to grant relief to a party, 
when … it would be contrary to public policy, reflected in the relief claimed, to do so. 

• The modern approach finds alternative ways to enforce contract: 1. The contract may be 
declared illegal but relief is granted under the guise of an exception; 2. The contract is held 
not to be illegal and therefore enforceable. Under this approach the enforceability of a 
contract is dependent upon an assessment of the legislative purpose or objects underlying 
the statutory prohibition.  

Statutory Illegality: 
The “Modern 
Approach” 

[47] 
Shafron v. KRG Insurance Brokers 
(Western) Inc. 
 2009 SCC 6 

• Ambiguous restrictive covenants prima facie unreasonable and unenforceable. 
• Severance is applied to allow courts to alter terms of the original agreement in accordance 

with the intention of the parties when they entered into the contract.  
• Notional severance should not be invoked when the doctrine of severance is to be applied 

in cases of ambiguous or unreasonable restrictive covenants in employment contracts; such 
restrictive covenants should be void and unenforceable. 

Common Law 
Illegality: 
Application of 
Severance to 
Restrictive 
Covenants 
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• Blue pencil severance has only very limited application to cure ambiguous covenant in 
employment contracts, only where there could be a clear severance and a provision in 
question or the excess was of a trivial or technical nature. 

[48] 
McRae v. Commonwealth Disposals 
Commission 
(1951) 84 C.L.R. 377 (Aust. H.C.)  

• The court held that where the non-breaching party cannot meet the burden of proof with 
respect to net profits he may be entitled to recover damages measured by reference to 
expenditure incurred and wasted in reliance on the promise given by the Commission.  

• The burden was then thrown on the Commission of establishing that the expense incurred 
would equally have been wasted (in order to reduce the amount of the reliance damages). 

Damages: Interest 
Protected (Reliance 
Interest) 

[49] 

Sunshine Vacation Villas Ltd. v. 
Hudson Bay Co. 
(1984) 58 B.C.L.R. 33, 13 D.L.R. 
(4th) 93 (B.C.C.A.)  

• The Court of Appeal held that the defendant could not recover for loss of capital and loss 
of gross profit because they were alternatives and it was wrong to make awards based on 
mixture of two approaches. 

• The court also held that the plaintiff could elect to claim its expenses but that, if the owner 
could show that the plaintiff would have incurred a loss had it completed the contract, only 
nominal damages should be awarded. 

Damages: Interest 
Protected (Reliance 
Interest) 

[50] AG v. Blake  
[2001] 1 A.C. 268 

• In exceptional cases where the normal compensatory remedies of damages protecting 
expectation interest are inadequate remedies for a breach of contract, the court can, if 
justice demands it, grant the discretionary remedy of requiring the defendant to account to 
the plaintiff for the benefits received from the breach of contract. The cases are “skimped” 
performance and where the defendant has obtained his profit by doing the very thing he 
contracted not to do. 

• Disgorgement of profit protects legitimate interests of an injured party. 

Damages: Interest 
Protected 
(Restitution 
Interest) by 
Disgorgement of 
Profit from a 
Wrongdoer 

[51] Chaplin v. Hinks  
[1911] 2 K.B. 786 (C.A.)  

• "The fact that damages cannot be assessed with certainty does not relieve the wrong-doer 
of the necessity of paying damages for his breach of contract." 

• The plaintiff was awarded damages for the loss of the chance of selection. 

Damages: 
Quantification 

[52] Groves v. John Wunder Co. 
 (1939) 286 N.W. 235 (Minn.C.A.)  

• In a construction contract, the law attempts to give the injured party what he was promised 
and the cost of remedying the defect is the amount awarded as compensation for failure to 
render the promised performance: “the owner is entitled to compensation for what he has 
lost, that is, the work which he has been promised” (cost of performance test). 

Damages: Cost of 
Performance or 
Diminution of 
Value 
 

[53] 

Nu-West Homes v. Thunderbird 
Petroleums | 
(1975) 59 D.L.R. (3d) 292 (Alta. 
C.A.) 

• Where a builder is in breach of his obligation under a building contract, the owner is 
entitled to damages measured by the cost of making good the defects and omissions 
(general rule) unless that cost is unreasonably high in relation to the value to be gained 
by its expenditure. 

• The law is satisfied if the party placed in a difficult situation by reason of the breach of a 
duty owed to them has acted reasonably in the adoption of remedial measures.  

Damages: What is 
Included into Costs 
of Performance 

[54] Jarvis v. Swans Tours  
[1973] 1 Q.B. 233 (C.A.) 

• There are special categories of contracts for enjoyment where one can recover damages for 
the mental distress, disappointment and discomfort caused as a result of breach of such a 
contract (a package holiday). 

• The court held that the right measure of damages is to compensate the plaintiff for the loss 
of entertainment and enjoyment which the plaintiff was promised and which he did not get. 

Damages for Mental 
Distress: 
Quantification of 
Loss of Enjoyment 
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[55] Fidler v. Sun Life Assurance  
2006 SCC 30 

• Where a purpose of a commercial contract is to provide a peace of mind (either if it is an 
essence of a contract or just a part of the bargain) it is within reasonable contemplation of 
the parties that its breach would cause mental distress (the right to compensatory damages 
arises out of the contractual breach not from aggravating circumstances). 

• To prove the loss in the case of mental distress the plaintiff must prove that the object of 
the contract was to bring “peace of mind” or a psychological benefit and that the degree of 
mental distress and suffering is such that it warrants compensation. 

Damages for Mental 
Distress: 
Quantification of 
Loss of Enjoyment 

[56] Hadley v. Baxendale  
(1854) 9 Exch. 341, 156 E.R. 145 

• General rule is that if the loss flowing from breach is too remote then it cannot be 
recovered. 

• Recoverable losses are those arising naturally from the breach which should have been 
within the reasonable (objective test) contemplation of the parties (1st Hadley rule). 

• If the contract was made under special circumstances which were communicated to the 
defendant, and thus known to both parties, the damages will be the amount of injury which 
would ordinarily result from such a breach of the contract under the given special 
circumstances (2nd Hadley rule). 

Damages: 
Remoteness  

[57] Victoria Laundry v. Newman 
 [1949] 2 K.B. 528 

• Only damages which are reasonably foreseeable as arising from the breach are recoverable 
(objective test). 

• What is reasonable depends on the knowledge of the parties (particularly the breaching 
party). 

• Everyone has imputed knowledge of ordinary circumstances, but there may have to be 
actual knowledge of special circumstances for recovery to be granted on these special 
grounds. 

Damages: 
Remoteness 

[58] Koufos v. Czarnikow (The Heron II) 
[1969] 1 A.C. 350  

• The Court of Appeal held that the crucial question is whether, on the information available 
to the defendant when the contract was made, they should, or the reasonable person in their 
position would have, realized that such loss was sufficiently likely to result from the breach 
of contract to make it proper to hold that the loss flowed naturally from the breach or that 
loss of that kind should have been within their contemplation. 

• In contracts, if one party wishes to protect themselves against a risk which to the other 
party would appear unusual, they can direct the other party’s attention to it before the 
contract is made and the court need not stop to consider in what circumstances the other 
party will then be held to have accepted responsibility in that event. 

Damages: 
Remoteness 

[59] Whiten v. Pilot Insurance Co., 
2002 SCC 18 

• SCC awarded 1 million in punitive damages for a breach of the contractual duty of good 
faith (meaning that the separate actionable wrong does not need to be tortious) in addition 
to a breach of a duty to pay the loss in the insurance contract. 

• Punitive damages are awarded in exceptional cases for malicious, oppressive and high-
handed misconduct that offends the court’s sense of decency. 

• The quantum of punitive damages should be proportionate to its purpose (what is the 
lowest award that would serve that purpose. [paras. 71 & 74] 

Damages: 
Aggravated and 
Punitive Damages 
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[60] Fidler v. Sun Life Assurance  
2006 SCC 30 

• There are two different meanings of the term aggravated damages: 1 true aggravated 
damages arise out of aggravating circumstances and related to a claim in tort 2. The other 
usage describing mental distress damages arising out of the breach of contract itself, 
independent of any aggravating circumstances but awarded under the principles of Hadley 
v. Baxendale. These type of damages for mental distress arising out of breach of a contract 
should not be called aggravated damages.  

• Punitive damages are awarded to punish for a misconduct that departs from ordinary 
standards of decency (malicious, oppressive conduct) and claim for punitive damages must 
be independently actionable (as a claim in tort or independent contractual obligation to act 
in good faith). 

Damages: Damages 
for Mental 
Distress, 
Aggravated and 
Punitive Damages  

[61] 
Honda v. Keays 
2008 SCC 39 
 

• SCC rejected the “Wallace” type of aggravated damages (extension of the period of 
reasonable notice) for wrongful dismissal cases and stated that the principles of 
compensation stated in Hadley v. Baxendale should apply to assess damages for mental 
distress. 

• SCC confirmed the Whiten analysis of the standard of punitive damages (separate 
actionable wrong of a high-handed manner of employer breaching a duty of good faith). 

Damages: Damages 
for Mental 
Distress, and 
Punitive Damages 

[62] 
RBC Dominion Securities Inc. v. 
Merrill Lynch Canada Inc.  
2008 SCC 54 

• Where almost all RBC investment advisors terminated their employment and moved to 
Merrill Lynch, RBC sued all of them claiming compensatory (breach of contract including 
breach of fiduciary duty, implied non-competition term, implied term to give reasonable 
notice terms) and punitive (tort of conversion and conspiracy) damages, and it sued Merrill 
Lynch. 

• There is no general duty of the employee to refrain from competing with a former 
employer after termination of the employment (and the employment contract did not have a 
non-competition clause). 

Damages: 
Compensatory and 
Punitive Damages 

[63] Semelhago v. Paramadevan  
[1996] 2 S.C.R. 415 

• Specific performance should not be granted as a matter of course absent evidence that the 
property is unique to the extent that its substitute would not be readily available, but 
specific performance was given in this case. 

• Where the vendor reneges in anticipation of performance, the innocent party has two 
options: to accept repudiation and commence an action for damages, or to insist on 
performance.  

• A claim for specific performance has the effect of postponing the date of breach.  
• For these reasons, it is not inconsistent with the rules of the common law to assess 

damages as of the date of trial.  

Damages: Time of 
Measurement 
 
Specific 
performance: 
Uniqueness 

[64] 
Southcott Estates Inc. v. Toronto 
Catholic District School Board, 
2012 SCC 51 

• The defendant, having breached the contract, bears the onus of proving that the plaintiff 
unreasonably failed to mitigate is loss. This entails, on a balance of probabilities: (1) that 
opportunities to mitigate the loss were available to the plaintiff, and (2) that the plaintiff 
unreasonably failed to pursue these opportunities. 

• “Failure to mitigate may not be unreasonable for a variety of reasons [such as]… a ‘fair, 
real, and substantial justification’ for claiming specific performance… [and] lack of 
financial resources…” 

• The key factors for determining uniqueness and the availability of specific performance are 

Damages and 
Equitable Remedies: 
Specific 
Performance, 
Uniqueness and 
Mitigation of Loss 
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that the remedy of damages is comparatively inadequate to do justice and that the plaintiff 
show ‘some fair, real and substantial justification for the claim to specific performance.’ 

[65] 
Shatilla v. Feinstein  
[1923] 1 W.W.R. 1474, 16 Sask. 
L.R. 454  (Sask.C.A.) 

• When the damages which may arise out of the breach of a contract are in their nature 
uncertain, the law permits the parties to agree beforehand as to the amount to be paid in 
case of breach. 

• Whether the sum agreed upon is a penalty, must depend upon the circumstances of each 
case. 

• An agreement for payment of a fixed sum on any one of a number of breaches, some trivial 
and some serious, is presumed to be void as a penalty since “the strength of a chain is its 
weakest link”. 

Damages: 
Liquidated 
Damages and 
Penalties 

[66] 
H.F. Clarke Ltd. v. Thermidaire 
Corp. 
[1976] 1 S.C.R. 319 

• It is always open to the parties to make the predetermination, but it must yield to judicial 
appraisal of its reasonableness in the circumstances. 

• The sum will be held to be a penalty if it is extravagant and unconscionable in amount in 
comparison with the greatest loss that could conceivably be proved to have followed from 
the breach (Snell’s principles). 

• The formula of gross trading profit was not defined and it departs markedly from any 
reasonable approach to recoverable loss or actual loss.  

Damages: 
Liquidated 
Damages and 
Penalties 

[67] 
J.G. Collins Insurance Agencies 
Ltd. v. Elsley  
[1978] 2 S.C.R. 916 

• Held that the power to strike down a penalty clause is a blatant interference with freedom 
of contract and is designed for the sole purpose of providing relief against oppression for 
the party having to pay the stipulated sum. It has no place where there is no oppression 

• A penalty clause should function as a limitation on the damages recoverable—if the 
actual loss turns out to exceed the penalty, the party should be allowed to recover only the 
agreed sum. 

Damages: 
Liquidated 
Damages and 
Penalties  

[68] 
Stockloser v. Johnson  
[1954] 1 Q.B. 476, [1954] All E.R. 
630 (C.A.) 

• Where there is no forfeiture clause, if money is handed over in part payment of the 
purchase price and then the buyer makes default as to the balance…once the seller rescinds 
the contract or treats is as at an end the buyer is entitled to recover their money in law, but 
the seller can claim damages. 

• Where there is a forfeiture clause or the money is expressly paid as a deposit a party may 
have a remedy in equity but two things are necessary: 1. the forfeiture clause must be of a 
penal nature and 2. it must be unconscionable for the seller to retain the money. 

Damages: 
Forfeiture as 
Liquidated 
Damages or 
Penalties 

[69] 
Super Save Disposal Inc. v. Blazin 
Auto Lt.,  
2011 BCSC 1784 

• Super Save’s contract with its customers/consumers contained a liquidated damages term 
which customers challenged as being a penalty.  

• The enforceability of a liquidated damages in a contract “engages two competing 
objectives: freedom of contract v. the right of the courts to intervene against an oppressive 
or unconscionable result flowing from enforcement of the liquidated damages term. [para. 
26] 

• It is well settled that the enforceability of such a term turns of whether it is a genuine pre-
estimate of the expected loss or a penalty clause so oppressive or unreasonable that 
equitable intervention is justified to prevent an injustice. 

Damages: 
Liquidated 
Damages or 
Penalties 
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[70] 

John E. Dogde Holdings Ltd. v. 
805062 Ontario Ltd.  
[2003] O.J. No. 350, 63 O.R. (3d) 
304 (On. C.A.) 
 

• In order to establish that a property is unique the person seeking the remedy of specific 
performance must show that the property in question has a quality that cannot be readily 
duplicated elsewhere. This quality should relate to the proposed use of the property and be 
a quality that makes it particularly suitable for the purpose for which it was intended 
followed.  

• The time when a determination of the uniqueness of the property is to be made is the date 
when an actionable act takes place.  

Equitable Remedies: 
Specific 
Performance 

[71] 
Warner Bros. v. Nelson  
[1937] 1 K.B. 209, [1936] 3 All 
E.R. 160  

• The court granted an injunction, and found an award of damages not an appropriate remedy 
since they could not reasonably and adequately compensate the defendant’s “special, 
unique, extraordinary and intellectual” services and no adequate damages were 
available. 

Equitable Remedies: 
Injunction 

[72] Zipper Transportation v. Korstrom  
(1997) 122 Man. R. (2d) 139 (Q.B.) 

• Applying the test as set out in Elsley v. J. G. Collins the court held that the agreement was 
reasonable and that it would not be contrary to public interest to enforce the injunction. 

Equitable Remedies: 
Injunction 
(Interlocutory) 

[73] 
Zipper Transportation v. Korstrom 
(1998) 126 Man. R. (2d) 126 (Man. 
C.A.) 

• The Court of Appeal applied a different test considering irreparable harm and balance of 
convenience and denied the injunction; holding that if the injunction is upheld, no benefit 
would accrue to Zipper by regaining the Piston Ring runs and that no irreparable harm 
would result to Zipper if the relief is denied since it was possible to quantify damages. 

•  So, let Korstrom keep the “stolen client” (Piston ring) until the result of the trial is known. 

Equitable Remedies: 
Injunction 
(Interlocutory) 

[74] 
Shafron v. KRG Insurance Brokers 
(Western) Inc. 
2009 SCC 6 

• SCC confirmed that rectification is an equitable remedy correcting mistaken written records 
(which differs from a prior oral agreement of the parties) but not dealing with the intention 
of the parties and lack of clarity of the terms of contract. 

Equitable Remedies: 
Rectification 
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