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SUMMARY

The Massachusetts Supreme Judicial Court held that the party challenging a contractual liquidated-

damages provision bears the burden of proving that it is unenforceable. Applying the governing

liquidated-damages principles, the court concluded that the provision at issue was grossly

disproportionate to anticipated damages and constituted an unenforceable penalty. The court affirmed

the damages and costs award, but vacated the award of attorney's fees.
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Cross appeals from a Superior Court bench-trial judgment involving
lease damages, liquidated damages, attorney's fees, and costs; the

Supreme Judicial Court transferred the case on its own motion.

The court accepted factual findings supported by credible evidence
and reviewed the legal enforceability of the liquidated-damages clause
and the reasonableness of attorney's fees as legal questions; the
attorney's-fee determination is ordinarily discretionary but was

reviewed as a matter of law under the circumstances presented.
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QUESTIONS PRESENTED
1. Whether the Superior Court correctly calculated the remaining contract damages under the lease.

2. Whether the lease's provision requiring payment of the present value of future rent plus eighteen percent

of acquisition costs was an enforceable liquidated-damages clause or an unenforceable penalty.

3. Which party bears the burden of proving that a contractual liquidated-damages provision is

unenforceable.
4. Whether TAL was entitled to recover attorney's fees and costs under the lease.

5. Whether TAL waived its right to enforce automatic twelve-month extensions of the lease schedules by

treating the lease as terminated and demanding damages.

HOLDINGS

1. The party challenging enforcement of a contractual liquidated-damages provision bears the burden of

proving that the provision is unenforceable.

2. The lease provision requiring the present value of future rent plus eighteen percent of acquisition costs
was unenforceable because it was grossly disproportionate to a reasonable estimate of anticipated

damages and operated as a penalty.

3. TAL waived its right to enforce additional twelve-month extensions of schedules one and two by
advising CSC that it was in default, demanding return of the equipment, and treating the schedules as

terminated while seeking damages.

4. The proper contract-damages award was $9,471, representing the unpaid monthly payments remaining
on schedules two and three after crediting CSC for payments made.

5. TAL was not entitled to recover attorney's fees because, as a matter of law under the circumstances, the

fees sought were not reasonable within the meaning of the lease.

KEY QUOTATIONS

“The burden of proof regarding the enforceability of a liquidated damages clause, therefore, should rest

squarely on the party seeking to set it aside.” (430)

“Generally, a liquidated damages provision will be enforced when, at the time the agreement was made,
potential damages were difficult to determine and the clause was a reasonable forecast of damages expected

to occur in the event of a breach.” (432)

“Conversely, “[liquidated damages will not be enforced if the sum is ‘grossly disproportionate to a

reasonable estimate of actual damages’ made at the time of contract formation.”” (432)

FACTUAL BACKGROUND

TAL leased computer hardware, telephone equipment, software, and furniture to Onward Technologies under a

master lease and three schedules. CSC later acquired Onward and assumed its lease obligations, but equipment



and furniture were discarded or lost, and CSC eventually stopped making payments. TAL claimed additional
rent, liquidated damages equal to eighteen percent of acquisition costs, attorney's fees, and costs; CSC disputed

the lease extensions and challenged the liquidated-damages provision as an unenforceable penalty.

PROCEDURAL HISTORY

After a bench trial, the Superior Court awarded TAL $9,471 in contract damages, $17,499 in attorney's fees, and
$1,000.91 in costs, while holding the lease's liquidated-damages provision unenforceable. TAL appealed the
damages calculation and liquidated-damages ruling, and CSC cross-appealed the attorney's-fee and cost award.
The Supreme Judicial Court vacated the attorney's-fee award and affirmed the remaining portions of the
judgment, with the judgment modified accordingly.
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