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One type of damages resulting from the breach of contract in American law is consequential
damages, also known as special damages and indirect damages, as opposed to compensatory
or direct damages. The term has been used in the American legal literature, in judicial
judgments, and in important American documents and laws, such as the Uniform
Commercial Code, but the meaning of this damages and its compensability is very doubtful.
It is argued that the authors' attempt to explain this concept has failed, and thus, some great
American jurists have suggested that the usage of the term should be stopped. However, the
choice of American law as the subject of this study is due to the widespread use of the term
consequential damages in US law, especially in legal texts, and hence, to find a relatively
reliable basis for studying this concept. The term consequential damages does not appear in
Iranian Regulations but it is used in legal literature and some concepts and terms with the
same function are seen in Iranian laws. Recognition of this concept is especially important
in cases where US law governs the relationship between the contracting parties and also
where an exclusion clause for consequential damages is included in the contract. Due to the
fact that this term is not existed in Iranian Laws, a great part of this study is devoted to
recognition of the term in US Law and it endeavors to find and compare concepts and terms
with similar function in Iranian law.
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1. Compensatory damages

2. Actual damages

3. consequential damages

4. Nominal damages

5. Liquidated damages

6. Incidental Damages

7. Hadley v. Baxendale, 156 Eng. Rep. 145 (Ex. 1854)
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1. Garner, 2009, p. 445: consequential damages. Losses that do not flow directly and immediately from an
injurious act but that result indirectly from the act. - Also termed indirect damages.
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1. Advised Consequential Damages
2. Uniform Commercial Code (UCC) (2013)
3. Advised Consequential Damages
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1. Tacit agreement
2. Globe Refining Co. v. Landa Cotton Oil Co, 190 U. S. 540 (1903)
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3. Ziegler & Morris, 2025, Ch. 14: The exact amount of a loss need not be foreseeable. Lord Hoffmann in
Transfield Shipping v Mercator Shipping (The Achilleas) (2008), see: Elliott & Quinn, 2011, p.341: “Lord
Hoffmann focused on the issue of assumption of responsibility at the time the contract was made. He said it
was accepted that the foreseeability of the amount of loss was irrelevant”.
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1. Even in cases where a loss is found to have been caused to the claimant as a consequence of the
defendant’s breach, some or all of that loss will not be recovered as damages if it is found to be too remote.
See also: Elliott & Quinn, 2011: 337
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