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SUMMARY

The Supreme Court of Virginia considered whether a buyer’s false certification that contractual

representations remained true at closing supported both breach-of-contract and actual or constructive
fraud claims. The Court held that the alleged duty arose solely from the parties’ contract, so the fraud
claims were improper and the related attorney-fee award was reversed. The Court upheld the finding

that the breach caused damages and that the damages were proven with reasonable certainty.
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QUESTIONS PRESENTED

1. Whether JB&A could maintain actual or constructive fraud claims based on MCR Federal's allegedly

false contractual representation and bring-down certificate.
2. Whether sufficient evidence established that MCR Federal's breach caused JB&A damages.
3. Whether the purchase price allocation provided a sufficiently certain measure of damages.
4. Whether attorney's fees could be awarded as equitable relief on the constructive-fraud claim.

5. Whether JB&A was required to elect between remedies for breach of contract and fraud.

HOLDINGS

1. JB&A could not maintain actual or constructive fraud claims because the duty allegedly breached arose
solely from the Asset Purchase Agreement and the bring-down certificate, not from an independent

common-law or statutory duty.

2. Sufficient evidence supported the circuit court's finding that MCR Federal's breach caused JB&A

substantial damages.

3. The purchase price allocation was a reliable and sufficiently certain measure of JB&A's value at closing,

and the $11,995,002 compensatory-damages award was supported by the evidence.

4. The attorney's-fee award was erroneous because JB&A could not maintain the constructive-fraud claim
on which the award was based.

5. The court did not decide whether JB&A was required to elect between remedies because the fraud claim
was improper; it reversed the attorney's-fee award on that basis.
KEY QUOTATIONS

“Losses suffered as a result of the breach of a duty assumed only by agreement, rather than a duty imposed by

law, remain the sole province of the law of contracts.” (9)

“The fact that delivery of the bring down certificate was a condition precedent to closing, rather than a

contractual duty, “does not take the fraud outside of the contractual relationship.”” (12)

“The representation and warranty breached in this case existed solely because of the contractual relationship
between the parties.” (13)

“Accordingly, there is no merit in MCR Federal’s arguments that JB&A failed to prove that MCR Federal’s

breach caused damages.” (15)

FACTUAL BACKGROUND



JB&A sold its government-contracting business to MCR Federal under an Asset Purchase Agreement requiring
MCR Federal to certify at closing that its representations and warranties remained true. One representation
concerned pending or threatened government investigations that could cause a material adverse effect. Before
closing, the Air Force had requested affidavits concerning MCR's receipt and internal distribution of a
competitor's bid, but MCR did not disclose the request in its bring-down certificate. The Air Force later
suspended MCR from government contracting, causing financial harm to JB&A and preventing it from meeting

earn-out targets.

PROCEDURAL HISTORY

JB&A sued MCR Federal and three executives for breach of contractual representations and warranties and for
actual and constructive fraud arising from a bring-down certificate delivered at the closing of an asset purchase.
The circuit court permitted amendment to plead fraud in the inducement and, after a 21-day bench trial, found
MCR Federal liable for breach of contract and constructive fraud. It awarded $11,995,002 in compensatory
damages, $1,894,484 in attorney's fees, and $3,684,890 in prejudgment interest. The Supreme Court of Virginia
affirmed the compensatory damages and prejudgment interest, reversed the attorney's-fee award, and entered

final judgment.
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