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Part Three Contracts

Requirements for Unilateral Mistake

A unifateral mistake exists when only one of the par-
. ties makes a mistake about a basic assumption on which
he made the contract. For example, Plummer contracts
to buy 25 shares of Worthwright Enterprises, Inc., from
Taylor, mistakenly believing that he is buying 25 shares
of the much more valuable Worthwrite Industries. Tay-
lor knows that the contract is for the sale of shares of
Worthwright. Taylor (the “nonmistaken party™) is correct
in his belief about the identity of the stock he is selling;
only Plummer (the “mistaken party”} is mistaken in his
assumption about the identity of the stock. Does Plum-

mer’s unilateral mistake give him the right to avoid the -

contract? Courts are more likely to allow avoidance of a
contract when both parties are mistaken than when only
one is mistaken. The rationale for this tendency is that in
cases of unilateral mistake, at least one party’s assump-
tion about the facts was correct, and allowing avoidance
disappoints the reasonable expectations of that nonmis-
taken party. :

It is possible to avoid contracts for unilateral mistake,
but to do so, proving the elements pecessary for mutual

mistake is just a starting point. In addition ro proving the.

elements of mistake discussed earlier, a person trying to

avoid on the ground of unilateral mistake must show e
ther one of the following:

L

2.

The nonmistaken party caused or had reason to kno
of the mistake. Courts permit avoidance in cases
unilateral mistake if the nonmistaken party caused
knew of the mistake, or if the mistake was so obvio
that the nonmistaken party had reason to realize th
a mistake had been made.’ For example, Ace Elech
cal Company makes an erroi when preparing a bid that
submits to Gorge General Contracting. If the mistake i
Ace’s bid was so obvious that Gorge knew about it whe
it accepted Ace’s offer, Ace could avoid the contract eved
though Ace is the only mistaken party. The reasoning bé;
hind this rule is that the nonmistaken person could ha¥-§
prevented the loss by acting in good faith and informi®f §
the person in error that he had made a mistake, It also®;
flects the judgment that people should not take advantg
of the mistakes of others.

Or

It would be unconscionable to enforce the contract A
court could alse permit avoidance becaunse of unilal

¢Restatement (Second) of Contracts § 153.
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mistake when the effect of the mistake was such that to Gorge General Contracting. Suppose that Gorge had
it would be unconscionable to enforce the contract. To no reason to realize that a mistake had been made, and
show unconscionability in this context, the mistaken accepted the bid. Ace might show that it wquld be un-
party would have to convince the court that the conse- conscionable to enforce the contract by showing that not
quences of the mistake would be severe enough to make only will its profit margin not be what Ace contemplated
the contract unreasonably harsh or oppressive if it were when it made its offer, but also that it would suffer a
enforced.” In the example above, Ace Electrical Com- grave loss by having to perform at the mistaken price.
pany made an error when preparing a bid that it submits The Sumerel case, which follows, deals with a unilater-

ally mistaken party’s attempt to be excused from a con-

—

"The concept of unconscionability is developed more fully in Chapter 15. tractual obligation.
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Sumerel v. Goodyear Tire & Rubber Company
232 P.3d 128 (Colo. Ct. App. 2009)
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aitorney, who had not been diréi?lﬁ? involved i the recent discussions regarding th'é'éézlbﬁléﬁbﬁs;' conittinicated through )
voicemail and fax with Goodyear'slead attorney, who also had not bée_?: directly involved, that the plaintiffs dccepted Good-
Year’s “offer.” ) ; 7 . S

A “satisfaction of judgment” form was prepared, but Brooks discovered his error before anyone signed it Braaks then sent .
corrected versions of the chart.and revised the satisfaction of judgment form. The plaintiffs demanded that Goodyear pay the -
h!'gher amount, and when Goodyear refused, ;he plaintiffs filed a motion o enforce the purported “settlement agreement.” The
district coupy granted the plaintiffs’ motion, énd Goodyear appealed: )
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A court may only enforce a settlément’ agreement 4f° it consti-
tutes an enforceable contract. The e-mail and charts were sent
m ‘A cantcxt in which 'th‘c'parties 'w‘erc‘aftemptiiig"t‘o complete
a mathcmatmal computauon but had a dlscrepancy m thelr re-

had reason to know of.. .
- . Applying these pnn(‘,lp]es heére, we conclude
-"reasons that evenif an agreement had been:fo;
- -able-under. the: cn'cumstances: First,. it.cannat:re;
'puted that: Goodyear § calculatmns were in-etra

which the Imstake re]at

edge as sufficient, or. i : )

thie risk is allocated to him by the court on the ground Reversed in favor of Goodyear.
that 1t1s reasouablemthe cucumstances to do so. T e e




