Clarkson-11e: Case Problem with Sample Answer 

Chapter 18: Breach of Contract and Remedies
18–6. Case Problem with Sample Answer

Tyna Ek met Russell Peterson in Seattle, Washington. Peterson persuaded Ek to buy a boat that he had once owned, the O’Hana Kai, which was in Juneau, Alaska. Ek paid $43,000 for the boat, and in January 2000, the parties entered into a contract. In the contract, Peterson agreed to make the vessel seaworthy so that within one month it could be transported to Seattle, where he would pay its moorage costs. He would also renovate the boat at his own expense in return for a portion of the profit on its resale in 2001. At the time of the resale, Ek would recover her costs, after which she would reimburse Peterson for his expenses. Ek loaned Peterson her cell phone so that they could communicate while he prepared the vessel for the trip to Seattle. In March, Peterson, who was still in Alaska, borrowed $4,000 from Ek. Two months later, Ek began to receive unanticipated, unauthorized bills for vessel parts and moorage, the use of her phone, and charges on her credit card. She went to Juneau to take possession of the boat. Peterson moved it to Petersburg, Alaska, where he registered it under a false name, and then to Taku Harbor, where the police seized it. Ek filed a suit in an Alaska state court against Peterson, alleging breach of contract and seeking damages. If the court finds in Ek’s favor, what should her damages include? Discuss. [Peterson v. Ek, 93 P.3d 458 (Alaska 2004)] 

Sample Answer:

The court should hold that Peterson breached the contract with Ek and award her damages. Of the four broad categories of damages, she would be entitled at least to compensatory damages, which would cover her direct losses and costs. The standard measure of compensatory damages is the difference between the value of the breaching party’s performance as promised in the contract and the actual value of his or her performance. In this case, these damages would include the loan to Peterson, the unauthorized charges on her credit card and other bills, and the moorage costs to the date of the boat’s repossession. Any loss that has been avoided, however, reduces the amount of the recovery. Here, the amount of Ek’s loss would be offset by the increase in the value of the boat as a result of Peterson’s efforts. Ek might also be entitled to consequential damages, which are foreseeable damages that result from a breach but are caused by special circumstances beyond the contract. In this case, these damages would include the costs to repossess the boat, which were a foreseeable result of Peterson’s material breach of the contract and his failure to surrender possession of the boat.
