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Abstract:

Since ancient times, individuals have stipulated compensation in their contracts as
compensation for potential damages resulting from breach of contract or delay in its
implementation, with the aim of binding the other party to the contract and increasing pressure on
him. This compensation is known by various terms, such as agreed compensation, obligation
amount, penalty clause, etc. Sometimes, due to bargaining power or economic considerations, or
as a result of simplicity, naivety, and ignorance, one party includes an unreasonable amount as a
condition of the obligation in the contract, which may be too little or too much. Therefore, while
respecting the agreement between the parties, it is necessary to create the conditions for the
judicial authority to adjust the agreed amount to something close to reasonable, in order to
achieve justice and fairness. This research addresses this issue in Iragi and Iranian law, raising
questions such as: What is the basis for judicial adjustment of the amount of an obligation? What
legal solutions are available in Iragi and Iranian law? In response, it should be said that the basis
for judicial adjustment of the amount of an obligation is to prevent unreasonable losses and
damages to the contracting party based on the principles of justice and fairness; Whether the
agreed-upon amount is small or large and unfair, in both cases it is considered unreasonable.
According to Iragi Legal System No. (40) of 1951, and based on Article 170 of the Civil Code, in
cases where the agreed-upon amount is excessive and unreasonable, as well as in the case of
intentional error and after proving the debtor's liability and gross error, there is the possibility of
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judicial adjustment of the amount of the obligation, which can be modified after judicial
notification to the other party. In Iranian law, despite the efforts of judicial practice and in view of
the text of Article 230 of the Civil Code (approved 1314,08,08 with subsequent amendments and
additions) as well as Unified Resolution No. 805, it appears that there is no possibility of judicial
settlement of the amount of an unreasonable obligation.

Keywords: Obligation amount, penalty clause, non-exempt clause, judicial amendment, justice.
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