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TR H AR Y o R &Y 7Y R-Ufaegaicares ufdsy 39 €, wfch ISR THT 81 & a1¢ (post-
employment) ST9R a1 9t R ot oft uepR a1 ufdeer wRdr Gfaer sifdfaam, 1872 i e 27 & dga
qufa: [ SR Suad-a &, St fok VES Global Services Private Limited v. Suprit Roy (2007) | TUE
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w1 R § grdArgde g iR Aiftg dfiRasg srmaense =... I - fawga RAsdwor

1. fasqd fascwor

qgEg RAgia

01 ISR GHIG oh I1G o Uferet a1 =T 8T

WRTT I SHUST T & (English Common Law) &t aRg 'sifres afdey ar '3fea ufdasy’ & sragron &
iR g1 har g1 ASTIR Y 3afd & SR Y 7T FhRIcHS Uidee 3¢ g Tend §, Afch ASTIR AT 811 & a1
forelt oft gdf opeat ot ufareaelf ot & S e a1 UTEhl & WU e T ek dTet Felrs] IRT 27 & dgd guid:
3R sad-a & (Varun Tyagi v. Daffodil Software Private Limited (2025), Pranshu Mishra v. Guru
Gowri Krupa Technologies Private Ltd. (2017))1

02  WIASTOT df=g chl derdT ehl el

a1 a1 UfALTT 618 hadt It AT U S A gid & STa AdierdT A aedd | sheaRt o faty ufveron, fager amm ar
fafere sieret foera R @ fohan g1 afe U i ardfae @ gl foham T 8, dt HHART ot Hienst Bie T Ak arell
1< YehdRWhT GaTd SR JAMT AFT ST &, ST AW A6l 8f GahdT (Nazir Maricar v. M/s. Marshalls Sons & Co.
(India) Limited (2004), Captain Bindu Kelunni v. M/s. Blue Dart Aviation Ltd. (2017))I

03 fAfdreh &fq SR Jore= H1feld et &t Srmasaehar

YRT 74 & dgd afe dfder # i Ffga af RafRa 6 15 8, ab «ft e veraw U @ 39 g A @l Sted 81 =
HehdT| 3T ohT ST e & foig arafdes 'fafdes &ifd’ (legal injury) 811 Ue sfAart o1 @1 af g ot snffan
HedichT T4 g, df FaterdT sl arafdes JehdT ATfd ST BT, ST I charel Geh ST q3mmas' gl e aehar &
(Maula Bux v. Union of India (1969), M/s Versatile Commotrade Private Limited v. Smt Kesar Devi and
Ors (2019))1

04 IIoIch thaed Ud HTdsii-ich T 1S ohl S7UATE

YRT 74 <A1 STUATG 31 9T i8] IR ARL EIdT & STt fohdl} ATarst=eh e o Uasi a1 drdsiies fad & fog (S Rifceaan
fRr&1T & w1 TTHtoT Qe a1 GBI fasTel! i SushHl & UfRIeTuT) TRepR a1 3Tk 31 bl s fohw i €1 8F Are |
T g AfA I i ST Gehell & FiTch 3TH AdeTi-ich fod A & (Malee Ram Gurjar v. Jodhpur Vidhyut
Vitran Nigam Limited (2023))I

=rgraal & 3@ &9 g frar
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w1 R § grdArgde g iR Aiftg dfiRasg srmaense =... I - fawga RAsdwor

gaf=a =araraa &1
gt

I=I AIATAg hY
fagad

g1 &1 Rwma

sfaoffa &z ar aarafrat

IeaaH AT 3 TE fRaT 8 foh 9T 74 & dgd g911A & aral o Hedich oh forg Hfdar &t e
TatuR & =marerd thaer IR gt & wighd e Tehar 8, ot Tferer & FAfEE AfN F arfdren ek
&l TahdT (M/S. Kailash Nath Associates v. Delhi Development Authority & Anr.
(2015))1 39 srfaRed, afe d@fder # fafre Iecie & forg erfdgfd o g we gd-fAufRa
AT g1 §, al ¥R 74 T@a: ATehNd A8l aidt (Steel Authority of India Ltd. v. Gupta
Brother Steel Tubes Ltd. (2009))|

3o Tl A as ok fifaases 309 & amal # Faterrett gRT 6l ST ateft #99HT W) &t
TG STIATT & | TATETE! I Ty 3 giger foh fam foneht areafaes fafdes erfar & wemm
QehHRd ST agelT ST & (Rungta Projects Ltd. v. Coal India Ltd. (2025))1 et
I ey A ot @ o ¢ o afe dfeer & Sfeifea s an st f srcaferes 8, ot 5@
AT 7T SITQ SR e dhae ardfde I B 3@ UohdT B, AW A I/ aTIH AT
ghft (Rajbir Singh v. Jaswant Yadav (2018), Nar Singh Prasad v. Shailender
Kumar Mishra (2017))1

B1eT & Nl H SraTerd] = ShHR fgdl <hl & &t 81 afral I =amarerd = /1T foh AR &t
gATGT & gyTa g Y R-gfaeqaf afdsier (non-compete) = & (Fractal Analytics
Ltd. v. Ramkrishna Reddy Desari (2007) )| gTctifch, ORI fRAfheaT apictell # UdsT &
Ty AT artor 4T §i 39 SR SEfed # aad AF T 8 (Rajesh Manibhai
Patel v. Gujarat Medical Education Research Society (2021))1

Z91g Y IOHIA & ®9 F Refifd e iR gedrast A

IR H I SRR TR A AT A1 Jowio o dgi RefifeT ex AT S¥d THTUT U Ak oid & | JeIfl 31aTeld T &Y
G A & foh dfdareten Seetae & forg dhaet et snté o Areg § 'Ifaa gamast' a1 arar frar S TerdT &, fhe oft
FaterStl gRT gaTa 99 & folg ATt oht AehdT T R & TR-aAHT § iTch chHaTRAl o Ut fHateT o a9 I8
HITTE <t AT 81 BidT SR OY a8 'SYSM 91" Y Soft 7 o1 81
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w1 R § grdArgde g iR Aiftg dfiRasg srmaense =... I1 - wifafds grayarT

e ICIRERICCICEE

SECTION 27, INDIAN CONTRACT ACT, 1872 — AGREEMENT IN RESTRAINT OF TRADE, VOID

g UTayT 9T et & o ol oft goshiar Sht fore) aafary ot fopelt oft uepR & e OR), SaTUR a1 a9 &l o O Aehal 8,
39 71 deh A &, R gra=m (goodwill) 3t fesht & Amet H

"Section 27. Agreement in restraint of trade, void

Every agreement by which any one is restrained from exercising a lawful profession, trade or business of
any kind, is to that extent void.

Exception 1. Saving of agreement not to carry on business of which good-will is sold. One who sells the
good-will of a business may agree with the buyer to refrain from carrying on a similar business, within
specified local limits, so long as the buyer, or any person deriving title to the good-will from him, carries
on a like business therein, provided that such limits appear to the Court reasonable, regard being had to
the nature of the business." 3gd: Varun Tyagi v. Daffodil Software Private Limited, Rajesh Manibhai Patel v.
Gujarat Medical Education Research Society, Pranshu Mishra v. Guru Gowri Krupa Technologies Private
Ltd., Fractal Analytics Ltd. v. Ramkrishna Reddy Desari, VFS Global Services Private Limited v. Suprit Roy,
Nazir Maricar v. M/s. Marshalls Sons & Co. (India) Limited

SECTION 74, INDIAN CONTRACT ACT, 1872 — COMPENSATION FOR BREACH OF CONTRACT WHERE PENALTY
STIPULATED FOR

gg uayT difed et il STay dlg arct ust ¥ IfRId J3TasiT UTd - &1 §haR a-1dT 8, Sit siay # fAfée afyr ar ol @
3iferen gl 8t Hehdll, et 81 ardfden &ifd a1 e Frferd ganm gt ar el |

"Section 74. Compensation for breach of contract where penalty stipulated for

When a contract has been broken, if a sum is named in the contract as the amount to be paid in case of
such breach, or if the contract contains any other stipulation by way of penalty, the party complaining of
the breach is entitled, whether or not actual damage or loss is proved to have been caused thereby, to
receive from the party who has broken the contract reasonable compensation not exceeding the amount
so named or, as the case may be, the penalty stipulated for." 3gd: Sicpa India Limited v. Manas Pratim
Deb, M/s Versatile Commotrade Private Limited v. Smt Kesar Devi and Ors, Rajbir Singh v. Jaswant Yadav,
Nar Singh Prasad v. Shailender Kumar Mishra, Maula Bux v. Union of India, M/S. Kailash Nath Associates v.
Delhi Development Authority & Anr., Rungta Projects Ltd. v. Coal India Ltd., Captain Bindu Kelunniv. M/s.
Blue Dart Aviation Ltd., Malee Ram Gurjar v. Jodhpur Vidhyut Vitran Nigam Limited
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SECTION 28, INDIAN CONTRACT ACT, 1872 — AGREEMENTS IN RESTRAINT OF LEGAL PROCEEDINGS VOID

e nig FEiar fonet UeT ol T hlfT ShriaTe! o ATeAH § 370 HfdeTeeh SIfIeRT vl R sheet & O a8 & ekl ¢ AT
STYRRT ht ] et Bl THI-YHAT ol WA e 8, dt a8 THSar I9 T dch = ghT|

"Section 28. Agreements in restraint of legal proceeding void

Every agreement,—

(a) by which any party thereto is restricted absolutely from enforcing his rights under or in respect of any
contract, by the usual legal proceedings in the ordinary tribunals, or which limits the time within which he

may thus enforce his rights; or

(b) which extinguishes the rights of any party thereto, or discharges any party thereto, from any liability,
under or in respect of any contract on the expiry of a specified period so as to restrict any party from

enforcing his rights, is void to the extent." Igd: 38 FHU o fohelt oft At & TE w9 & Igd 161 81
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IV. WEF[%EI?-UT 17 & wgd

o1 Varun Tyagi v. Daffodil Software Private Limited

HIGH COURT OF DELHI - 2025-06-25 - FAO0/167/2025

Ig HHAT Goh gd hHart (Appellant) gRT&RR &I 8 st € Hifad g, e et srererd (Trial Court) 3 39 et fataar
(Respondent) & &1g g7 Employment Agreement & 'Non-Solicitation' 3R 'Non-Compete' aifst & 3TgR W fafre
FATEH o ATY I et T Uh fear A1l Appellant 3 d& f&am f Section 27 of the Indian Contract Act, 1872 & dgd, ISR
&6 T & a1e ATIR a1 ULt OR foheft oft vehR o uifdeier {1 &1 =amarera 3 ag usieror foRa o aram AR & gt i @
R ST FendT &1 srdiet & I&TY 7Y gAY et o SR WR, I8 fAvfa 55 Rigia ot ¥aifthd ear & foh Pater & amaae Rt &
&7 & forg srgefe # fovan mam ufdey ISR Y srafe T g1 & I1e AR IR AR &< a1 81 il 8l

frofa  feel! IoT <ITaTerd A AT foh R wfder siffam it ey 27 srifres a1 gof ufaey & @ig W 781 ol 81 AR
AT §19 S a1 T T <hig it ufdsier (T8 ag TTgeht aht A g a1 fAfre argenl & a1y e A S ot Srifres ufdse &
H A 8Y) I a8 § Y ¢ Wa1 GAT g ofR Aifew fiRae qur g1 & 918 gd st R Rl oft uahR i caraenfies Ae A8t
TS ST FehdlT|

“SUBMISSIONS ON BEHALF OF THE APPELLANT: 14. Mr. Asav Ranjan, the learned counsel appearing for
the Appellant submitted that the learned Trial Court has erroneously interpreted the provisions of
Section 27 of the Indian Contract Act, 1872 (‘ ICA’) by applying the principle of reasonableness and
permitting partial restraint, despite the fact that the Employment Agreement stood terminated on
07.04.2025. Further, the Intellectual Property referred to in the Impugned Order belongs to DIC and not
the Respondent. 15. The learned counsel for the Appellant submitted that Section 27 of the ICA does not
recognize t he distinction drawn in English L. aw between partial and absolute restraint. Any agreement
that fa lls within the scope of Section 27 is rendered void, unless it is saved by Exception 1 to Section 27 of
the ICA. This legislative intent is further reinforced by the fact that, notwithstanding the
recommendations made by the Law Commission in its Thirteenth Report, no additional exceptions have
been incorporated into Section 27 of the ICA. FAO 167/2025 Page 6 of 25 16. The Appellant relied upon
Superintendence Co. of India v. Krishan Murgai (1981) 2 SCC 246 , to submit that Section 27 of the ICA
does not draw distinction between partial and complete restraint, any agreement with the object of
restraining trade is void. Unless the agreement falls within Exception 1 to Section 27 of the ICA the

agreement is void irrespective of the nature of the restraint provided thereunder.”

HIGH COURT OF DELHI - 2025 Ha DLHC010379572025

o2 VFS Global Services Private Limited v. Suprit Roy
BOMBAY HIGH COURT - 2007-12-10 - NMS/4388/2007

9 A H IR A Uoh ASHIR SieY # efAd 'Garden Leave Clause' &l wadHadr (enforceability) R faam famani ag @
FHTARY Pl SEAHT 7 AT JaT THT g1 & a1 i 7 des ufaeasff egaama & e e & Aahar aml arél (Employer) 3 @ fear
for g gty IRd & it 3 59 Srafd & g da &1 oA = @ Bl
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FT YR § yrargdc datg oty Aty diRasg srgsnse .. IV - g&gH &7 g

03

frofa Qv I YR A AT foh WRAT &I # ASTIR & SR o Ufdeed 3R ISR hl FHIM & a1 & dfdee # Te 3k
&1 AR Y 31afd & 1e YTl g7 aTelT TehRTcHeh Ufdae 4R 27 & dgd O3 a@ L & T ofid’ & A1 IR ShHdR) aht
a1 FHIG o a1e Ufeaell eeamr # e et 8 Ak, 9o 81 38 39 37afe & forg o fohar 1 g1 8, IR-aargt 8k 3
gl

“On the other hand, it has been submitted by Counsel appearing on behalf of the Defendant that such a
clause which operates after the t erm of 8 employment has come to an end would be in restraint of trade
and therefore invalid under Section 27 of the Contract A ct. Reliance has been placed on the Judgments of
the Supreme Court in Superintendence Company of India (P) Ltd.V/s. Krishan Murgai (AIR 1980 S.C.
1717), M/s. Gujarat Bottling Co. Ltd. V/s. Coca Cola Company (AIR 1995 S.C. 2372), and Percept D' M ark
(India) Pvt.Ltd. V/s. Zaheer Khan (AIR 2006 S.C.3426). The learned Counsel also adverted to the Judgment
of the Division Be nch of this Court in Zaheer Khan V/s. Percept D' M ark (India) Pvt. Ltd. (AIR 2004
Bombay 362) and the Judgment of a learned Sing le Judge in Taprogge Gesellschaft MBH V/s. IAEC India
Ltd. (AIR 1988 Bombay 157).”

BOMBAY HIGH COURT - 2007 & HCBM020261542007

Pranshu Mishra v. Guru Gowri Krupa Technologies Private Ltd.
HIGH COURT FOR STATE OF TELANGANA - 2017-12-27 - CMA/1247/2017

g AT Yeh Ud hHaRt gRT $1U= gd fiterT & 12 fahy 1T employment agreement & Ieeie & Hefdd &1 arét (Guru
Gowri Krupa Technologies Private Ltd.) 7 ufdarét (Pranshu Mishra) &t 3199 aeiTge 3 A1 SH i & Aeh- o folg IR
fAsemam (permanent injunction) &t A7 &Y ofY, Fifes arét @1 arat & fs ufdardt & non-solicitation 3k non-compete
clauses @1 Jeera fohar g1 ufdardt 3 ek fea o & 21 Section 27 of the Indian Contract Act, 1872 & dgd [ (void) €
ifeh & Yok Y IR a7 OLY 7 A g9 T ekt &1 Fereft srerera 3 arc) & ual & Tep et e smeer uika fohar o, o
gfard & 39 srdiet & g & 21

frofa Jed ATATCTT A GTfeiehl WiehR el Y T foham feh €T 27 & rarerT=ii <hl eameea ehed §Ha SISt eI ehl Argarad ar
"ThETddT’ (reasonableness) & fAGIdl et A7 g1 fhaT ST HehdT| &RT 27 o UTS AT & 3R I8 3Hifreh aur Hifdd
3afd & ufasel sl Hft gt avg ufasfea snear 81 afe sl srgey fhdht ont der A<t a1 ATUR ¥ AehlT 8, ot 98 SruaTe 1 & qRR |
T 3R R @d: I Bl

“The question whether an agreement is void Under Section 27 must be decided upon the wording of that
Section. There is nothing in the wording of Section 27 to suggest that the principle stated therein does not
apply when the restraint is for a limited period only or is confined to a particular area. Such matters of
partial restric tion have effect only when the fact fall within the exception to the Section. A contract,
which has for its object a restraint of trade, is prima facie, void. Section 27 of the Contract Act is general
in terms and unless a particular contract can be disti nctly brought within Exception 1 there is no escape
from the prohibition. We have nothing to do with the policy of such a law. All we have to do is to take the

words of the Contract Act and put upon the meaning which they appear plainl y to bear.”

HIGH COURT FOR STATE OF TELANGANA - 2017 Hd HBHC010919712017
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04

05

Maula Bux v. Union of India
SUPREME COURT OF INDIA - 1969-08-19 - 1969 INSC 189

g9 A | ufdard (Government of India) = arél gRT SMYfel Srsie & Iecia S hIRUT STHT <hl T3 JRETT MY (security
deposit) ol STed = foraT uT| <ITTeR i Tg a9 AT AT foh T I8 STt Section 74 of the Indian Contract Act & gRR # 31Tt
&1 =marer = Faffia favan fos ag S afY 'earnest money' T8t oft, afeh sreier & vaefa &t REY ot Fofa e war o6 s1ar A
Srgete foReht IR T STed et BT TTGYT e &, dt a8 Section 74 & d8d U &8 (penalty) & I8 g1 =marerd 3 wE far fh
el 81 ST | ohig AT a7 g1, dfSd uet at chae 3T Fammas (reasonable compensation) T @ SifdeR 81 dfch uidard! a8
a1 s # fathet 28T foh 38 arafdes Jora g9 8, S9fay Ot 1M STed ahAT Sigfaia ol

frofa  JSIAH YRITTd = AT [ 4RI 74 & d8d '8 ardides Jeham Jifad g gl a1 g araier o1 3ref I8 a1 g foh fafdes
&1fdy o formT oft g1t o fora ST Fend &1 S AT & JordT o Hifds Hod SITET & SHThferd fhaT ST HehdT §, I8 goti
T STaT T3 dTet U&T oh ATRfdch JehdT Hifeld AT AT 81 AT THT0T 7 & WR Hfdar & dgd O3t A i Stedt Se1aten
(penalty) 7 & HRUT WIRST &R & ST

“Where under the terms of the contract the party in breach has undertaken to pay a sum of money or to
forfeit a sum of money which he has already paid to the party complaining of a breach of contract, the
undertaking is cf the nature of a penalty. Counsel for, the Union, however, urged that in the present case
Rs. 10,000/- in respect of the potato contract and Rs. 8,500 in respect of the poultry contract were genuine
pre-estimates of damages which_ the Union was likely to suffer as a result of breach of contract, and th_e
plaintiff was not entitled to any relief against forfeiture. - Reliance in support of this contention was
placed upon the expression (used in s. 74 of the Contract Act), \"the party c~mplaining of the breach is
entitled, whether or not actual damag -or loss is proved to have been caused thereby, to receive from t e
party who has broken the contract reasonable compensation\".”

SUPREME COURT OF INDIA - 1969 Hda ESCRO10001051970

Captain Bindu Kelunni v. M/s. Blue Dart Aviation Ltd.
MADRAS HIGH COURT - 2017-06-02 - AS/77/2012

g HATHAT Uoh Ja-hHaR (UTIeie) RT 37k gd Hate o a1y fsarfed ger 9 srgeer (Bond) & Seeio & Hfdd &1 ardl st &t
Teh o1 foh 361 ufaardt ot fasiy uferor ver= forar o ofk srgey & SraR ufaard et =gaas i ay aa dar 3t oft, Afe ufaardt
A fomr Fifeq & Fedt Bt & Fael srarerd 3 ufdardt @l srse Ieeiad & g 10 @Ra I &Y AFA 15% =TT & 1Y A et
a1 ST e o1 9o S =ararera & gHet gg rdie fommRiei oft Set ufdard = adh e foh et o @<t 39+ W e o7 3R
37y Section 23 3R Section 27 of the Indian Contract Act & J&d [ 8| <IITed 3 HIHe & q2dl 3R Sael hi 1dl ahl
frstwor fomam

frofa  HE Iod IR A 37Yel WehR S §Q A1 o e s & dad Gap [fga i a1 ReaiRor gifa & sifderan dar
Jg T g | A e gg difed et & folg s fAya-a SxaTasT a1 |ed st 7@l edT foh 39 hHa! oh U1l )R aaq
# Uciet a1 ST ANTd agA i oY, It Ut af If &t 'S (penalty) AT ST S age= i SrAfd T8l & S FedT
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“Where the Court is unable to assess the compensation, the sum named by the parties if it be regarded as
a genuine pre- estimate may be taken into consideration as the measure of reasonable compensation, but
not if the sum named is in the nature of a penalty. Where loss in terms of money can be determined, the
party claiming compensation must prove the loss suffered by him.\\" By relying upon the above
decisions, the learned counsel for the appellant submitted that in the instant case, absolutely no iota of
evidence has been produced to show the direct/indirect costs were alleged to have been incurred by the

plaintiff towards the training of the defendant.”

MADRAS HIGH COURT - 2017 Ha HCMA010802392012

K. Tapas Kumar Behera v. Odisha Hydro Power Corporation Limited
ORISSA HIGH COURT - 2023-12-20 - WP(C)/576/2012

gg #Hat Odisha Hydro Power Corporation (OHPC) gRT shHdTRAT & STeRA forg 7g dar sige (service bond) & Ay g
Y G&ifad 81 uRwW H, SHearRal & @1y 50,000 I Teh & di-S dhl GHSAT g3 T, 18 a1e 7 Shut A YehaRwT ¥ § gl 1.5 dRg
T0Y R o) =marerd A 39 48, W R fohan fos aan Faterr e st &t 1f ot #9971 9@ FgHT =raEd 8l

frofa  ISHAT = TATerd = T dis! &t ST chl AT ot H&Y H TE Shed §g AT foh dis chael aa 99 g o1a: (i) e 3
FHHAR W araa § &1 @< fRan g, (i) weart & gaaw srafd ar o arer foar g, (i) w3 dar gd | |18 § 8, ok
(iv) e ot JereT g3 811 39 a1 a1 YehaRwhT 3R AARY &1 9 911 g8 ai-s i ar] et aig g ¢ ifeh aheamiar
& U T Al el 81feT (bargaining power) Tgl gidt|

“Based on these cases, it becomes clear that employment bonds are unequivocally enforceable if
following re quirements are satisfied: i. The employer has actually spent money on the employee, ii. The
said expenditure is in lieu of a promise from t he employee that he or she would not leave the
employment for duration specified in the contract, iii. The employee has breached the contract and left
the employment before the stipulated period, iv. On account of the breach, the employer has suffered
loss. 33. From the above analysis, it is clear that the restr ictions that operate during the period for which
the employ ee has agreed to serve would usually not amount to a restraint of trade. This comes with
caveat that the covenants are not one-si ded, do not impose unreasonable fetters and are not

oppressive.”

ORISSA HIGH COURT - 2023 Hd 0DHC010205632012

Fractal Analytics Ltd. v. Ramkrishna Reddy Desari
BOMBAY HIGH COURT - 2007-11-20 - ARBP/441/2007

gg ATHa Fractal Analytics Ltd. gRT $ra= gd srefanfat ok et (Respondents) & Rt grR &t 718 e arfaien g1
gTfAehTeRdl a1 STRIT AT foh Respondents A &t Y MU SR 3R ¢8 Hiched ol IUTNT dhech Ik HISIET UTEhI dl AT
(soliciting) 3fR er+=rial et Wgeh a1 UaTH foham 8, St ek off §g Shareholder Agreement et 21T el Jeeie gl
giferenTerdl = Arbitration and Conciliation Act, 1996 @&t Section 9 & dgd AR Agd i AR i oft | =rITera ¥ Respondents
T TTfIRTRAT o HISIET UTEhI & ATY ATUTRG T F AT 36 31U UeT & ot  Aepet o forg siafe fAger s fanyg, arfes
Arbitration proceedings & dfaid 8=t & R Shu-t o f&al i zet &l 5T Tah|
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frofa I AT = gd fAufa ol garen &d g atexm foh 4RT 27 & dga SHifies Ufcee a1 qeheTddT el ahis U<1aTor ] e
BIdT| STa deh HIHT URT 27 & 37UdTal § TE &0 Y fthe 781 gidT, dd dch Ja1 7afe T g4 & J1¢ AR g1 aTefl g ot
ThRTHS Tl [ SR STUad-1T M|

“The legal position that appears to be fairly crystalised in India is that while construing the provisions of
Section 27 of the Contract Act, neither the test of reasonableness nor the principle of restraint being
partial is applicable unless it falls within the Exception appended to Section 27. The resonableness of the
restraint is not envisaged by Section 27. Under Section 27 of the Contract Act restrictive covenant
extending beyond the terms of the contract is void and not enforceable. That the doctrine of restraint of
trade does not apply during the continuance of -21- the contract of employment and it applies only when
the contract comes to an end, is not confined to a contract for employment, but is also applicable to other

contracts.”

BOMBAY HIGH COURT - 2007 Ha HCBM020201382007

M/S. Kailash Nath Associates v. Delhi Development Authority & Anr.
SUPREME COURT OF INDIA - 2015-01-09 - 2015 INSC 22

g AT fewett faehre UTfensor (DDA) gIRT |TeSTi-ich HIlHT h GIRTH STAT hl 718 ST 12T (earnest money) &t STedt & defda
&1 =araTerg = 771 foh 19 DDA 3 19 1 S71 et o folg ants [Afa amg-witer Pt 78t & oft ofk 7 8 &l 9 (breach of
contract) gs off, at ST fRA Rt STedt AT HHAT 3R 1Ay &1 =T = T At i Section 74 of the Contract Act & d&d
foreht off AT a1 Jere & ard & forg arafden Jeram g 8191 STasaeh 1 dfch DDA 7 o @S i GA: et sk sifdres areT
AT AT 3R I8 IS arAfdeh JhAM o gl AT, FAFIY ATfIhTerd! Y ST AFY Ao e T ST fam

Rrofa IS YR = URT 74 3R 73 & Gg-Hefe &l AR did G g WE foha foh Jerar ar fafdes arfa & g g
74 & qgd q3MGSt o &ld & g Geh srmasaes gd-2rd (sine qua non) g1 afe wifder # Sfeeraa fy st 8, ot difsa ger
hael arEdfaeh a1 IR TGS T §haR &1 dhalel S5 goiH el J STgi areafaes &ifa &t RaiRor srdva g, dfder o
Sferad gd-fAeaiRa AfA st garmest 1 SR AT ST Fehal &1

“Section 74 emphasizes that in case of breach of contract, the party complaining of the breach is entitled
to receive reasonable compensation whether or not actual loss is proved to have been caused by such
breach. Therefore, the emphasis is on reasonable compensation. If the compensation named in the
contract is by way of penalty, consideration would be different and the party is only entitled to

reasonable compensation for the loss suffered.”

SUPREME COURT OF INDIA - 2015 Hid ESCRO10002882015

Sicpa India Limited v. Manas Pratim Deb
HIGH COURT OF DELHI - 2011-11-17 - RFA/596/2002

g HIHAT Geh Jd hHARI GRT ISHTR e & dgd g&1&Rd s+ o Seeia 4 Hafdd 81 Appellant (hu-T) 4 Respondent
(crrarY) wR Ufeor & S8 fager A & a1g Fiedt Biea R ar i AfA ager a1 arar frar a1 et sered ik So e
J 77 foh & 91 "penalty’ T Tepfd & &, ST Section 74 of the Indian Contract Act, 1872 & dgd @] gl fohq SIT Hehd |
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AT A gg ot T R UfRIeToT 1 hlE ardfdes THTOT gl AT SR & I Araeniies off | srared = ofa & foh Appellant shae
arIfden @l o forg 3T H3MmersTT U &1 garaR 8, 7 fh R JAfA a1, 3R 39 TR Appellant & arar @iRst & far ma)

Rrofa  Ied IR A et Srared o 39 fAofa & gft &t fos af foreht refamdt ot foker s @ Sl gt form uaf e feg

1 fom foRelt areafaes AiereTa & SraeR & a8 §XAT&IRA ST ST &, at I8 'siegan s’ (bonded labour) & T4 81
T 3 AT o S v afd o JUTeRAd HA&T0T (S 7 a1 28 &) & wact 5 a¥f &Y sifamd Tar Y 7 A art ars
ESTHS UF(d & & St URT 74 & dgd uad-1a g1

“But I have no hesitation in coming to the conclusion that these bonds were got executed from the
defendant only on the date he was to board the flight and was not given sufficient time to go through
these Bonds. These bonds amount to bonded labour in perpetually where virtually an employee has no
bargaining power. So far as the question regarding enforcibility of these penalty clauses of the bonds are
concerned, it is appropriate to look into the legal position. There is no doubt that these clauses are in the

nature of the penalty and Sec.74 of the Contract Act in applicable.”

HIGH COURT OF DELHI - 2011 Hid DLHC010183762002

Steel Authority of India Ltd. v. Gupta Brother Steel Tubes Ltd.

SUPREME COURT OF INDIA - 2009-09-09 + 2009 INSC 1121

gg "\ Steel Authority of India Ltd. (SAIL) $fR Gupta Brother Steel Tubes Ltd. & s 31ser & oot € efdd
Aegeyar Ao (arbitration award) @t gAY 33 @ Fe1 81 faarg 39 a1 wR 1 foh T sigeiy & Clause 7.2 & d@gd Liquidated
Damages T Uaer, drAdt T mgfd 7 = a1 mgfd # 33 & (R 7 T UehR & Ieeivd @l R szl g1 =rrerd = 7141 foh
Clause 7.2 &had fafe Ieeied den HAT o1 3R 397 qui gehR i 8T o1 =rarerd = we o {3 afe Aeawy 1 Fofa srgey
&I Yo FTfad ST (possible view) TR STUTRA &, At ST EXI&Y ohT STTYR g1 AT I HohdT | 37d:, IeddH <ATITeld - IR &
Aol ot sRERR T 3R BEI&Y e & 3R R fea|

frofa  JSIAH AT = AT o RT 74 TfaeT & 37 AWl IR AR gl 8 STgi Ualf = et & gRomA Ty & S arelt
grfagfet fY gt & a7 (pre-determined) & g1 afe Tfaar &t rat & wfda fafre Iecrat & fog gwin RaiRa 78t foar
T 8, at 4R 74 AR ST gt

“It is true that Section 74 declares the law as to liability upon breach of contract where compensation is
by agreement of the parties pre-determined. However, in the absence of any agreement specifying
damages for the breaches alleged by the respondent, Section 74, in the facts and circumstances, is not at

all attracted.”

SUPREME COURT OF INDIA - 2009 Ha ESCRO100027602009

Rajesh Manibhai Patel v. Gujarat Medical Education Research Society
HIGH COURT OF GUJARAT - 2021-09-20 - /12640/2021

g HHA MBBS GRT &3 dTel BT gRT UA2T & T STHT fohQ 1Y Hel a&ararsil 3R $e-f1 TATUT U7 et arud g & forg arR ferar
T AT\ ATfIehTehd | = raT feha foh hictst =& A=A &7 8 89 SXATdSl hl Aeh ohs T AT FAdTS oh &R, Ufdardl sferet A wieR fhar
foh Ig1A faanfea gxardst anfarendl &t witer fT €1 hietst = b fan foh afeenTardt A vaer & gw Tretor da1 o forg & a1 39k
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Feet 2,00,000 U STAT et i 21cf gt 78T it ofY, zaferg 3 e afy ager & forg st ufthar 3F @ & gher &1 =marer
TEATIST Al AT & A1G AT Sl THTE TR fear iR arferredt @l T &1

Rrofa I AT o AT fob Rifcheat ursashat & udsr & 999 &1 g1 Aearfea arftor ar ardsiRes e ats aRr 27 & dgd
R-SIA T8I &1 Tg S UaT i 31afe o R &l A 81T & 3R SiHfed i &7 & forg U=t amezenidt o1d g avg 9 IR dam
HILA U AT A TN 8

“Therefore, we are of the considered opinion that the conditions of compulsory bonds for admission to
post-graduate and super-Speciality courses in government medical colleges are not in violation of Section
27 of the Indian Contract Act, 1872.” 6.1 In view of the aforesaid dictum of law laid down by the Apex
Court it cannot be said that the condition of rendering of service in government by MBBS students on

completion of MBBS Course is unreasonable in any manner, whatsoever.”

HIGH COURT OF GUJARAT - 2021 |d GJHC240437482021

M/s Versatile Commotrade Private Limited v. Smt Kesar Devi and Ors
HIGH COURT OF DELHI - 2019-04-22 - (CS(0S)/143/2018

Ig AT Tuft & fasha 8q fohy T T s (Agreement to Sell) & Ieetee & Waifda 81 ardt (Plaintiff) 7 ufqanfeat
(Defendants) &t 31 yrar forar o1, ford ufceeat 3 srgey & Secia o1 gaTell &d §Y STed & foram| arét 3 39 Ay & arodt
& foIq are arR fopam | <amaTer = g FiRa foRar fs 'Section 74 of the Indian Contract Act, 1872' & dgd, el & Siae &
fRA ST A T TTEET Y, Ufdard! Wa: G T STecd e & gehaR ol 5 | ATATrd 3 TE foha fos ufdard) st shaet 'reasonable
compensation' UM &1 SfIGR & 3R 3T T8 g &1 g1 foh I8 aafaes Jham o 81 feh ufdanfedt & Jed™ & IR # &g
319 aeftel 8T & off, 3aferg e arar @iRst &= fear w)

frofa feed! e =amaTery = ToE fohd o 4RT 74 & qgd feer gea IR EsTareh MR AT ST STad v o foIg ehregeT &ffer et
BT Hart 81 IS Iecie o helkae ahis arRdfdeh T 811 ol g3 o, ai raTerd fohdl +ft Farmest a1 St &t srgafa el
&

“The section undoubtedly says that the aggrieved party is entitled to receive compensation from the
party who has broken the contract, whether or not actual damage or loss is proved to have been caused
by the breach. Thereby it merely dispenses with proof of \"actual loss or damages\"; it does not justify
the award of compensation when in consequence of the breach no legal injury at all has resulted,
because compensation for breach of contract can be awarded to make good loss or damage which

naturally arose in the usual course of things...”

HIGH COURT OF DELHI - 2019 Hta DLHC011029562018

Malee Ram Gurjar v. Jodhpur Vidhyut Vitran Nigam Limited
HIGH COURT OF RAJASTHAN - 2023-04-20 - CW/5847/2015

Ig HTHAT Uoh TR shHdRI gRT (AsaTfed bond &t <1t & Ieeta & Hefd g1 arfentendi A Sa-t Fgfay &t 21df & SER U
bond R T, @fch JAaH Sifar Safd gt g1 ¥ Uget gt et Bi &1 =maTerd 4 Manisha Devi Meena v. Jaipur Vidyut
Vitran Nigam Limited & gdea ufa el gare &d gQ A1 3 rarstes fod iR eta dufy &t e o forg Gl ard dur g ik
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Section 74 of the Indian Contract Act, 1872 @& 31uaTg o 3idifd STt & | =TT = ATfehiend! chl ATRIehT WIRST & & 3R 35
bond & A ST & et Fder e afe iy et pram i 781 & Hiar 78T e Sirar 8, ot ufderdt @t arfaehrendf & adw 4@ 38
G I T &1 TS &

frofa  ITSTRIT I AR 3 AT foh W19 hig Afert dhg AT I TRAR & fAgen & aga foredlt &ftes avddea (public duty) ar
SHfgd @ T2 i o Hsare o forg df +iRaT &, af 9fdar & Ieeiad R a8 9RT 74 & '319arg’ (Exception) & dgd s i
TR 1R T AT e o folg a1ed gien 81 Uit FRAf # chaet areafaes Jeram d1fad & <l sifardar 781 gt |

“Exception to Section 74 of the Indian Contract Act, 1872 provides that recognisance or other instrument
of the same nature or under the provisions of any law, or under the orders of the Central Government or
of any State Government, gives any bond for the performance of any public duty or act in which the
public are interested, he shall be liable upon breach of the condition of any such instrument topay the

whole sum mentioned therein.”

HIGH COURT OF RAJASTHAN - 2023 Hid RJHC010380292015

Rungta Projects Ltd. v. Coal India Ltd.
GAUHATI HIGH COURT - 2025-04-23 - WA/287/2022

gg Al Rungta Projects Ltd. 3R Coal India Ltd. & = srgeiy @ ¢ faarel @ 4aifdd &1 srgey & dga MufRa aedl &l g =
& W Coal India Ltd. 7 faferdds 28w (liquidated damages) AT 3R shu=ft & sehTq ot ek T fREiet Sio1 3 39 A @t
SR AT 3R U et T STRY Rt ol g i, gretifen sarst &Y /v &t @iRet e feam) srdiet #, =amarera A sy et et
3R FAT & UrguTT hl GHteT | =T = ur {3 STel i STYRT T, agt ardfdeh JhdT o YR UR held! hl ST ehell 8,
AR YehHRd AT HIHT GeheTd A8l &1 3idd:, =rTerd = fUese e et YMferd ehd gY ST ufehar SiR &aret iR @ fAder
feai

frofa  T[ATEIET o0 =TI = IgXIT foh &RT 74 & dgd gd-fufRa gee (liquidated damages) @ arar &zt & forg 'afa
g1 81" (damage or loss) &1 g1HT Ter Mfard <1 g1 afe 3rgaier ge & I | ahls Jehdr a1 il A1 a1 g8 o, ol fohedt
o UhR 1 TerHd BT AT AT G T fafdy Iw1d =8t 81

“Since Section 74 awards reasonable compensation for damage or loss caused by a breach of contract,

damage or loss caused is a sine qua non for the applicability of the Section.”

GAUHATI HIGH COURT - 2025 Hld GAHC010207512019

Rajbir Singh v. Jaswant Yadav
HIGH COURT OF DELHI - 2018-05-14 - RFA/404/2018

gg HHAT Geh agreement to sell & dgd &1 715 earnest money < arawl & H&fdd g1 ardt A specific performance & fag
HeheHT AR fora o, foid graret el 2 @riRst e fea, «ifdhar ardt et ufdanfeat grr Stea et 718 20 ke 398 Y AfA F & 18 o
T A0 A T 6T f&AT| =marTerd = Section 74 of the Indian Contract Act, 1872 iR Fateh Chand v. Balkishan Dass
& Rigidl et gaTel &d gU el foh afe earnest money Ges a8t M 8, @t I& penalty AT STE | fashar aa des Gt iR Stedt 81
T GehdT STdl deh foh 98 §Y i gehdT i plead 3R prove A &R 3(d:, R = UfdaTfeat st hae Ten IR iy 3@
SrgAfd & R A A =TT Tied aTuw A e Smeer fm
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frofa  feell Iea <ITATerd A T foha foh R d9e 7 ST A chl SIS oht THI Sed §Q Gah IHH Rigid wmfid
foraT 81 9 d8d, SrgaY Seeiud o a7 gd-MafRa derates <rdf @l e ar] e & aoima <ararerg aRfefaat ot e o
W@ gy Fhad 3R gemasn' & FuffRa o Tendr &, St wfder # ffée afy & sifdres =t ghm

“The Indian Legislature has sought to cut across the web of rules and presumptions under the English
common law, by enacting a uniform principle applicable to all stipulations naming amounts to be paid in
case of breach, and stipulations by way of penalty. .... Section 74 of the Indian Contract Act deals with the
measure of damages in two classes of cases (i) where the contract names a sum to be paid in case of

breach and (ii) where the contract contains any other stipulation by way of penalty.”

HIGH COURT OF DELHI - 2018 Ha DLHC011145772018

Nar Singh Prasad v. Shailender Kumar Mishra
HIGH COURT OF DELHI - 2017-08-04 - RFA/702/2017

g ATHe Ul & foeha arEia # IO 1LY (earnest money) i Siadt & afdd g1 srdiererd’ (Ufdardt) = et sered & 39
JMeST Rt AV &, o I ufdardt (ardh) et s AfA st a1 Ager feam mar ani =marera 3 Fateh Chand v. Balkishan Dass

3R Kailash Nath Associates v. Delhi Development Authority & fgidl & gaTel &d gy Tue faa fah srgey & Ieia
R & a1 AfA At a9 e STed T fohaT 11 HehalT, STa1 e ok Rifsd uer arafaes Jeram a1 &fd st wifog 7 o) =rarerd =

Section 74 of the Indian Contract Act, 1872 & dgd ag ufRd forar fos fomm areafaes Jeam g fohg gemast ot arar =16t
forar ST g

ot fEcel IoT <IaTer™ 3 AT foh URT 74 & Igd STt a1 A Y 21dT oh Iecia IR IRTerd o Sfad Jamast FAafka s
a1 SifrenR quf 7R fom fomeft <ret o &1 forelt oft ra A srgeie Y St i & srfdres fy 78T & 11 Fendlt, SR H3mmesT aa
& I wifod Rigidi ok arafde g1fa &) & e & war S|

“The measure of damages in the case of breach of a stipulation by way of penalty is by Section 74
reasonable compensation not exceeding the penalty stipulated for. In assessing damages the Court has,
subject to the limit of the penalty stipulated, jurisdiction to award such compensation as it deems
reasonable having regard to all the circumstances of the case. Jurisdiction of the Court to award
compensation in case of breach of contract is unqualified except as to the maximum stipulated; but
compensation has to be reasonable, and that imposes upon the Court duty to award compensation

according to settled principles.”

HIGH COURT OF DELHI - 2017 Ha DLHC013297272017

Nazir Maricar v. M/s. Marshalls Sons & Co. (India) Limited
MADRAS HIGH COURT - 2004-11-26 - AS/606/1990

g ATHAT Teh AR A & Ioeie § Hefdd &1 ufaardt (employee) 3 Tas &=t (plaintiff) & @rer et famar o1 fos fager &
UfRASTOT UTCT &t o &1G, I8 hu1 & folQ U HTel deh shiH hdl, 3T a8 &fayfe & &u # 30,000 FUZ &1 WA AT | hHaR
UfRA&T0T & S1E cheleT 18 HEI deh e fohdT 3R S&iTthT & f&am| dhut = ar<ht g8 srafd & fag gsifa &t 7 Y| swefart 3 adk & fas
gg gHEitar Section 27 of the Indian Contract Act, 1872 & dgd aTuR # &4 (restraint of trade) 814 3 hRUT I 81 7a
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I AT 3 HHT foh I8 THEIAT AR # Sgfad a1em g1 STerdl, Sfech UiRI&T0T & @4t 6 &ffagfd & forg ga 3T < 81 =marera
A Ut & ger H goit o1 FEeht sRemR <@

frofa AT S AT = AT foh fager & uf1e1u7 & @<l ht a8 hed & Feet Ui T deh 9T S ol GHSIGT ATIR Ufdser
ol & SR TG URT 27 & SRR | L &1 AT ST GehdT| Yfch huT = UfA&I0T IR arida | 30,000 T0 & 31fdreh & iy @< hr
of, gafay et gRT Far SafY i # Ste W sguTfde fRa Famast & 7T dy g1

“The undisputed facts are these: \"The defendant joined the Company in 1978 as a Production Manager.
By the agreement dated 18.9.1982, the Company agreed to send him to West Germany for undergoing
training by meeting all his expenses and similarly, the defendant agreed to serve the Company for a
period of five years from the date of joining the Company after his return from his foreign training. He
underwent training from 20.9.1982 to 15.10.1982 in West Germany. Towards the travel expenses and the

expenses incurred by the defendant in the foreign country, the Company spent more than Rs.30,000/-."

MADRAS HIGH COURT - 2004 Hid HCMAG10007171990

AT HTOT

g AT Vitark Al gRT 9rasii-ier U I Iuetsy fofal 3iik Suziirendt o UsT & SMUR IR dOR fhar a1 §1 I8 chaet Ra< 9gridT & g § ik
AT Ieng (legal advice) =18t g1 frelt off filing, opinion, T correspondence & IUTHT &z & uget A+t case citations, holdings iR
quotations @t g fAufa (source judgment) & fovg W= ¥U & T fohar ST A1RRY |
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