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Abstract

Under contract law, in a bilateral contract two or more parties
owe obligations to each other. Each party acts in reliance that the
other party will fulfill their respective obligation. If one party fails to

respect their obligation, then the other party or parties may suffer

an economic harm. Reliance damages compensate the harmed
party/ies for the amount of damages they suffered for acting in
reliance on the other party's contractual obligations. They are most
often rewarded when the aggrieved party's damages are not
capable of accurate estimation, and ordering Specific Performance

would be inappropriate.

Reliance damages are the type of damages awarded in
promissory estoppel claims, although they can also be awarded in
traditional contract breaches. This is appropriate because even if
there is no bargain principle in the agreement, one party has relied
on a promise and thus is damaged to the extent of their reliance.
These damages must be proven with reasonable certainty. It is not
enough that one party simply guess as to how much they are

actually damaged.

In a losing contract, reliance damages will be reduced because
the aggrieved party cannot be put in a better position had the
contract been performed. Here, the losses from the contract will be

subtracted from the reliance damages.
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' L. L. Fuller and William R. Perdue, The Reliance Interest in Contract Damages, ¢1 Yale Law
Journal yar+, p. v-¢. Available at: cisgwr.law.pace.edu.

¥ "Also known as wasted expenditure. It is one of the losses that may be recovered for breach of
contract. It refers to the expenses incurred by the claimantin reliance of the contract being
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performed. The aim of damages for reliance loss is to put the claimant in the position he would have

been in had the contract never been made.

Although Expectation loss is the normal measure for assessing damages for breach of contract a
claimant may claim reliance loss where it is not possible to calculate what his profits would have
been if the contract had been performed, or if he made a bad bargain and expectation based damages
would not lead to a substantial recovery.

It has been held that expectation loss and reliance loss are mutually exclusive to prevent double
recovery. However, Chitty on Contracts states that this is correct if it is interpreted to mean that the
claimant should not recover his gross profits expected under the contract and also the wasted
expenditure incurred in reliance of the contract which he intended to meet from the gross profit. A
claimant should, in principle, be able to recover for both profit and reliance loss as long as both
claims do not overlap.

For further guidance, see Practice note, Damages for breach of contract: an overview. Damages for
breach of contract: an overview ' by Adam Kramer, Practical Law Dispute Resolution(Sweet &

Maxwell, ynd dition, Chapter v+, paragraph y<-.v3) https ://uk.practicallaw .thomsonreuters .com
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¥ "Any breach of contract gives innocent party legal right to seek remedy against damages

from party in breach. Substantial damages (as opposed to ‘nominal damagesy’) are monetary

compensation for loss suffered as consequence of other party's breach. To obtain substantial

damages from other party, innocent party must show that they have suftered loss as result of

breach. Normal aim of court is to put the innocent party in position they would have been

in had the contract been properly performed. Normal measure is loss of expectation and

reliance loss may be sought where loss of expectation is difficult to prove.

Fuller and Perduer first proposed that there were three different types of contract damages:

(1) expectation damages; (¥) reliance damages; and restitution damages" David G. Epstein,

Melinda Arbuckle, Kelly Flanagan, “Contract Law's Two “P.E.’s”: Promissory Estoppel and

the Parol Evidence Rule”, Baylor Law Review, p.¢.v.
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