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SUMMARY

The Delaware Supreme Court held that the trial court erred by awarding commercial lease damages
without addressing the lease’s lack of an acceleration clause and by failing to develop the record on
mitigation. The Court held that only the contracting tenant and its successor by merger could be liable
for breach-of-lease damages, reversed the tortious-interference and punitive-damages rulings, and
remanded for further proceedings. The Court affirmed the rejection of the landlord’s prospective-
business-expectations claim and the claim against the former shareholder.
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QUESTIONS PRESENTED

1. What is the proper measure of damages for a pre-expiration breach of a commercial lease that contains
no acceleration clause?

2. Whether Shore made a reasonable effort to mitigate its lease damages.

3. Which defendants were liable for breach-of-lease damages and attorney's fees.

4. Whether the defendants were liable for tortious interference with Shore's lease.

5. Whether punitive damages were recoverable.

6. Whether Shore had a reasonable business expectancy that the defendants would renew the lease.

7. Whether Patel could be held individually liable for contract or tort damages.

8. Whether Shore's attorney's-fee award required reconsideration.

HOLDINGS

1. The Superior Court erred by failing to address the legal significance of the lease's absence of an
acceleration clause. Because the proper cutoff for recoverable unpaid rent was unsettled and had not
been decided by the trial court, the issue had to be remanded for determination in the first instance.

2. The record was too sparse to permit informed appellate review of whether Shore made reasonable efforts
to mitigate its damages. The Superior Court was directed to allow the parties to augment the record and
reconsider the issue.

3. Only Bhole, as the original contracting party, and Outlet Liquors, as Bhole's successor by merger, could
be liable for breach-of-lease damages. Highway I and Pires were not parties to the lease and did not
assume liability under it.

4. The defendants were not liable for tortious interference with Shore's lease. Outlet Liquors could not be
liable for inducing a breach of the same contract that it directly breached, and the record did not show
that Highway I or Pires acted maliciously or in bad faith.

5. Punitive damages were unavailable because no defendant committed an independent tort against Shore.

6. Shore did not establish a reasonable business expectancy that the defendants would renew the lease, so
the Superior Court properly rejected that claim.

7. Patel could not be held individually liable for contract or tort damages because the record did not show
that he participated in the defendants' plan to acquire Bhole and move the liquor business.

8. The attorney's-fee award had to be reconsidered and appropriately reduced in light of the reversal of the
breach-of-contract and tortious-interference rulings.

KEY QUOTATIONS

“We hold that, although the tenant breached the lease, the court erred by not considering that the lease had
no acceleration clause.” (444)

“Having directly breached the Lease, Outlet Liquors cannot be held simultaneously liable for tortiously
interfering with that same Lease.” (453)



“Punitive damages are not recoverable for breach of contract unless the conduct also amounts independently
to a tort.” (454)

FACTUAL BACKGROUND

Shore leased a commercial building to Bhole for operation of a liquor store through August 31, 2011. After Pires
acquired control of Bhole through affiliated entities, the liquor operation was moved to a larger adjacent building
in April 2009, and the business later merged into Outlet Liquors. The defendants continued paying rent for
several months before surrendering the keys in September 2009, and Shore was unable to relet the premises for
the remaining lease term. The lease contained no acceleration clause.

PROCEDURAL HISTORY

Shore sued in the Delaware Superior Court for breach of contract, tortious interference with the lease, and
tortious interference with prospective business expectations after the tenant moved its liquor business and
surrendered the leased premises. Following a bench trial, the Superior Court awarded unpaid rent for the balance
of the lease term, attorney's fees and costs, and punitive damages against certain defendants, while rejecting
Shore's prospective-expectations claim and finding no liability against Patel. The Supreme Court of Delaware
affirmed in part, reversed in part, and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The Superior Court must determine the proper measure of unpaid-rent damages in the absence of an acceleration
clause, allow the parties to augment the record concerning Shore's reasonable mitigation efforts, reassess the
contract damages and attorney's-fee award, and conduct further proceedings consistent with the opinion.
Jurisdiction was not retained.
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