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The Jordanian Legislator’s Position on Dealing with Agreed Compensation (Penalty Clause): A Comparative

Study

Dr. Ali Yousef Awad Al-Ababneh
Assistant Professor of Civil Law, Faculty of Law, Irbid National University — Jordan

a.ababneh@inu.edu.jo
Abstract
The study aims to clarify the extent to which the Jordanian legislator's regulation of the penalty clause (agreed
compensation) is suitable within legal provisions through the study and analysis of legal texts, as well as jurisprudential and
judicial opinions. The study demonstrated its practical and legal importance in obligating contracting parties to fulfill their
commitments according to the contract, as it serves as a predetermined assessment of compensation due in the event that
one party breaches its obligations, whether itis included within the contract itself or established in a subsequent agreement.
The study also indicated that the Jordanian legislator granted courts the authority to amend the value of the penalty clause
based on the actual damage incurred, which has been considered a departure from the principle of the binding force of
contracts and the parties” contractual autonomy. The study recommended adopting a dual concept of the penalty clause
that combines both compensation and obligation, whereby it should only be modified in cases of fraud, gross negligence,
or partial performance of the obligation, without affecting its binding nature

Keywords: Agreed Compensation, Penalty Clause, Reduction of Agreed Compensation, Increase of the Penalty Clause.
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