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ABSTRACT 

This research paper presents a comparative study of the disclaimer and 
rejection of executory contracts in the context of Indian and UK legal 
systems. Executory contracts, popularly understood as ongoing obligations 
yet to be fulfilled, pose a series of challenges in the realm of contract law, 
particularly citing the ability of parties to disclaim or reject such contracts. 
Through a detailed examination of statutory provisions, case law precedents, 
and legal principles, this paper delves into the legal frameworks governing 
disclaimers and rejection in both jurisdictions. 

The paper explores the policy rationales and underlying objectives driving 
the treatment of executory contracts in India and the UK, emphasizing 
concepts such as contractual freedom, fairness, and the protection of parties' 
interests. By analyzing key legislative enactments, including the Indian 
Contract Act 1872 and the Sale of Goods Act 1979 in the UK, alongside 
relevant case law developments, the study uncovers the similarities, 
differences, and emerging trends shaping the treatment of executory 
contracts. 

Furthermore, the paper evaluates the practical implications of disclaimer and 
rejection actions on parties to executory contracts, considering factors such 
as contractual rights, liabilities, and remedies available under each legal 
system. Case studies and hypothetical scenarios are employed to illustrate 
the application and enforcement of disclaimer and rejection clauses in real-
world contexts, offering valuable insights for legal practitioners, businesses, 
and policymakers. Through a comparative lens, this research contributes to 
a deeper understanding of the complexities surrounding executory contracts 
and provides practical guidance for navigating contractual relationships in 
both the Indian and UK legal landscapes.   
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1.1 Background and Context 

The practice of disclaimer or rejection of contracts has deep roots in the evolution of contract 

law across various legal systems. Historically, contract law has aimed to provide a framework 

for parties to enter into agreements with confidence and certainty, while also accounting for 

unforeseen circumstances and changing circumstances. The concept of disclaimer or rejection 

of contracts arises from the recognition that parties may sometimes wish to disclaim or reject 

certain contractual obligations due to changed circumstances, unforeseen events, or simply to 

optimize their position in a transaction. 

In both the United Kingdom and India, contract law has developed over centuries through a 

combination of common law principles,1 statutory enactments, and judicial interpretations. The 

legal frameworks governing contract disclaimer or rejection reflect a balance between the 

principles of freedom of contract, fairness, and public policy considerations. 

The background and context of contract disclaimer or rejection encompass various factors, 

including the historical development of contract law, societal changes, economic dynamics, 

and technological advancements.2 Additionally, the legal frameworks governing contract 

disclaimer or rejection are influenced by international conventions, comparative legal studies, 

and evolving jurisprudence. 

Against this backdrop, understanding the background and context of contract disclaimer or 

rejection is essential for analyzing the legal principles, policy rationales, and practical 

implications associated with this aspect of contract law.3 By examining the historical evolution, 

theoretical foundations, and practical considerations, stakeholders can gain insights into the 

complexities and nuances of contract disclaimers or rejection in contemporary legal systems. 

1.2 Research Objectives 

The research objectives of this study are to: 

1.  Analyze the legal frameworks governing contract disclaimer or rejection in the 

 
1 (Goode, 2016) 
2 (Finch & Worthington, 2015)  
3 (Sarra & Sarra, 2018)  
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United Kingdom (UK) and India. 

2.     Identify the policy rationales and underlying objectives driving the treatment of 

disclaimers or rejection of contracts in both jurisdictions. 

3.     Examine the scope of power granted to parties to disclaim or reject contracts, 

including the timing and standards for such actions. 

4.     Evaluate the effects of performing or assuming contracts, as well as the statutory 

preconditions and implications for non-assumable contracts. 

5.     Assess the effects of disclaiming or rejecting contracts on parties to the contract, 

third parties, and specific contractual arrangements such as leases and licenses. 

6.     Draw comparisons between the legal frameworks, practical implications, and 

emerging trends related to contract disclaimer or rejection in the UK and India. 

7.     Provide insights and recommendations for stakeholders, including legal 

practitioners, businesses, policymakers, and scholars, to navigate contractual 

relationships effectively in both jurisdictions. 

8.  Contribute to the academic discourse on contract law, comparative law, and 

commercial law by offering a nuanced analysis of the complexities and implications 

of contract disclaimer or rejection in contemporary legal systems. 

These research objectives aim to deepen understanding, promote dialogue, and contribute to 

the ongoing development of contract law and commercial practices in the UK and India. 

Through rigorous analysis and synthesis of legal principles, case law precedents, and practical 

considerations, this study seeks to provide valuable insights for stakeholders operating in 

diverse legal environments and commercial contexts. 

1.3 Methodology 

The methodology employed in this research involves a systematic approach to collecting, 

analyzing, and synthesizing relevant legal sources, case law precedents, and scholarly 

literature. The research methodology consists of the following steps: 
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1.  Literature Review: Conduct a comprehensive review of academic literature, legal 

texts, case law databases, and government reports to identify relevant sources 

related to contract disclaimer or rejection in the UK and India. This involves 

searching electronic databases, library catalogs, and online repositories to gather 

scholarly articles, textbooks, statutes, and case law precedents. 

2.     Document Analysis: Analyze statutory provisions, case law decisions, and legal 

commentary to understand the legal frameworks governing contract disclaimer or 

rejection in both jurisdictions. This involves identifying key legal principles, policy 

considerations, and practical implications associated with disclaimer and rejection 

of contracts. 

3.     Comparative Analysis: Conduct a comparative analysis of the legal frameworks, 

policy rationales, and practical implications of contract disclaimer or rejection in 

the UK and India. This involves identifying similarities, differences, and emerging 

trends in contractual practices, judicial interpretations, and legislative reforms. 

4.     Case Studies: Examine hypothetical case studies and real-world examples to 

illustrate the application and enforcement of contract disclaimer or rejection clauses 

in diverse contractual contexts. This involves analyzing specific contractual 

arrangements, legal disputes, and judicial outcomes to highlight practical 

implications for stakeholders. 

5.     Interdisciplinary Perspectives: Consider interdisciplinary perspectives from fields 

such as economics, sociology, and political science to contextualize the legal 

frameworks governing contract disclaimer or rejection within broader social, 

economic, and regulatory contexts. This involves integrating insights from related 

disciplines to enrich the analysis and provide a holistic understanding of contractual 

relationships. 

6. Expert Interviews (Optional): Conduct interviews with legal practitioners, 

academics, and industry experts specializing in contract law, commercial law, and 

dispute resolution to gain additional insights and perspectives on contract 

disclaimer or rejection practices in the UK and India. This involves soliciting expert 

opinions and viewpoints to complement the research findings. 
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7.  Synthesis and Conclusion: Synthesize the findings from the literature review, 

document analysis, comparative analysis, case studies, and interdisciplinary 

perspectives to draw conclusions and formulate recommendations. This involves 

summarizing key findings, identifying overarching themes, and offering insights for 

stakeholders navigating contractual relationships in the UK and India. 

By employing a rigorous methodology encompassing literature review, document analysis, 

comparative analysis, case studies, interdisciplinary perspectives, and expert interviews (if 

applicable), this research aims to provide a comprehensive and nuanced understanding of 

contract disclaimer or rejection practices in the UK and India. 

2. The Policy Rationale 

2.1 Maximization of Value 

Maximization of value is a cardinal objective of corporate insolvency law aimed at optimizing 

returns for stakeholders, particularly creditors, in the event of insolvency proceedings. In this 

section, we examine how the principle of maximizing value guides the treatment of executory 

contracts in both the United Kingdom (UK) and India, highlighting key legal provisions, 

judicial interpretations, and practical implications. 

United Kingdom (UK): 

In the UK, the principle of maximizing value is enshrined in the Insolvency Act 1986, which 

sets out the statutory framework for corporate insolvency proceedings. Insolvency practitioners 

appointed to oversee these proceedings are entrusted with the responsibility of maximizing 

returns for creditors by efficiently administering the insolvent estate. 

One mechanism through which the objective of maximizing value is achieved is the power of 

disclaimer or rejection of executory contracts. Under Sections 178-179 of the Insolvency Act 

19864, insolvency practitioners have the authority to disclaim onerous contracts or property 

that would otherwise burden the insolvent estate. By disclaiming such contracts or property, 

practitioners can minimize losses and preserve value for the benefit of creditors. 

 
4 (Goode, 2016)  



Indian Journal of Law and Legal Research    Volume VI Issue II | ISSN: 2582-8878 
 

                                                                                                                                                                  Page:  4784 

Furthermore, the assumption provisions under the Insolvency Act 1986 allow practitioners to 

assume beneficial contracts or rights that enhance the value of the insolvent estate.5 Assumption 

enables practitioners to continue operating profitable contracts or assets, thereby maximizing 

realizations and maximizing creditor recovery. 

Judicial interpretation of these provisions underscores the overarching objective of maximizing 

value for creditors while balancing the interests of other stakeholders.6 Courts exercise 

discretion in assessing the reasonableness and necessity of disclaimer or assumption actions, 

taking into account factors such as creditor interests, commercial realities, and the overarching 

objectives of insolvency law. 

India: 

In India, the principle of maximizing value is embodied in the Insolvency and Bankruptcy 

Code, 2016 (IBC), which represents a significant legislative reform aimed at modernizing the 

country's insolvency framework. The IBC seeks to maximize value for stakeholders by 

facilitating the resolution of distressed assets in a time-bound manner. 

Similar to the UK, insolvency professionals appointed under the IBC are tasked with 

maximizing returns for creditors by efficiently administering the insolvency resolution process. 

The power to disclaim or reject executory contracts is provided under Section 27 of the IBC, 

enabling resolution professionals to alleviate the burden of unprofitable contracts or assets and 

streamline the resolution process. 

Additionally, the assumption provisions under Section 28 of the IBC allow resolution 

professionals to assume beneficial contracts or assets that contribute to the value of the 

insolvent estate. Assumption enables professionals to continue operating viable business 

operations or assets, thereby maximizing realizations and enhancing creditor recovery 

prospects. 

Judicial interpretation of the IBC emphasizes the overarching objective of maximizing value 

for stakeholders, promoting the resolution of distressed assets, and maintaining the integrity 

and efficiency of the insolvency resolution process. Courts play a pivotal role in interpreting 

 
5 (Sarra & Sarra, 2018)  
6 (Madaan, 2019)  
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and enforcing the provisions of the IBC to ensure the fair and efficient resolution of corporate 

insolvency proceedings. 

In conclusion, the principle of maximizing value is a fundamental aspect of corporate 

insolvency law in both the UK and India. The power of disclaimer or rejection of executory 

contracts, coupled with the assumption provisions, serves as a mechanism to achieve this 

objective by optimizing returns for stakeholders, particularly creditors, in insolvency 

proceedings. While the specific legal provisions and procedural mechanisms may vary between 

jurisdictions, the overarching goal of maximizing value remains central to the insolvency 

resolution process in both the UK and India. 

2.2 Equality Considerations 

Equality considerations play a crucial role in the treatment of executory contracts in corporate 

insolvency proceedings, aiming to balance the interests of various stakeholders and promote 

fairness in the distribution of assets. In this section, we examine how equality considerations 

are addressed in the context of contract disclaimer or rejection in both the United Kingdom 

(UK) and India, highlighting key legal principles, statutory provisions, and practical 

implications. 

United Kingdom (UK): 

In the UK, equality considerations are integral to the administration of corporate insolvency 

proceedings, guided by the principles of fairness, equity, and respect for creditor rights.7 The 

Insolvency Act 1986 establishes a statutory framework aimed at balancing the interests of 

creditors and other stakeholders in insolvency proceedings. 

Under the Act, the power of disclaimer or rejection of executory contracts is subject to certain 

statutory requirements and judicial oversight to ensure fairness and equality among creditors. 

Insolvency practitioners are required to exercise their powers in a manner that promotes the 

equitable distribution of assets and maximizes value for the general body of creditors. 

Equality considerations also come into play in the context of creditor rights and priorities in 

insolvency proceedings. The principle of pari passu distribution ensures that creditors of the 

 
7 (Goode, 2016) 
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same class are treated equally in the distribution of assets, regardless of the nature of their 

claims or the timing of their debts. 

Additionally, courts play a crucial role in safeguarding equality among creditors by scrutinizing 

disclaimer or rejection actions to prevent abuse of power or unfair prejudice to certain creditors. 

Judicial decisions underscore the importance of balancing creditor interests, commercial 

realities, and the overarching objectives of insolvency law to ensure equitable outcomes for all 

stakeholders. 

India: 

In India, equality considerations are enshrined in the Insolvency and Bankruptcy Code, 2016 

(IBC), which aims to provide a level playing field for creditors and promote fairness in 

insolvency resolution processes. The IBC establishes a statutory framework for the resolution 

of distressed assets, guided by principles of transparency, accountability, and equality before 

the law. 

Under the IBC, the power of disclaimer or rejection of executory contracts is exercised by 

resolution professionals appointed to oversee insolvency resolution processes. These 

professionals are required to act in the interest of all stakeholders and ensure equality in the 

treatment of creditors throughout the resolution process. 

Equality considerations also extend to the rights of creditors and the distribution of assets in 

insolvency proceedings. The IBC seeks to achieve equitable distribution of assets among 

creditors through a transparent and efficient resolution process, guided by the principle of 

maximizing value for stakeholders. 

Judicial interpretation of the IBC emphasizes the importance of equality considerations in 

insolvency proceedings, with courts playing a proactive role in upholding creditor rights and 

preventing unfair prejudice or discrimination against certain stakeholders. Judicial decisions 

aim to strike a balance between the interests of creditors, promote fairness in the resolution 

process, and uphold the integrity of the insolvency framework. 

In conclusion, equality considerations are fundamental to the treatment of executory contracts 

in corporate insolvency proceedings in both the UK and India. The legal frameworks governing 

contract disclaimer or rejection aim to ensure fairness, equity, and equality among creditors 
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and other stakeholders, guided by principles of transparency, accountability, and respect for 

creditor rights. While specific legal provisions and procedural mechanisms may vary between 

jurisdictions, the overarching goal of promoting equality and fairness remains central to 

insolvency resolution processes in both the UK and India. 

3. Power to Disclaim or Reject Contracts 

3.1 Scope of Power to Disclaim/Reject 

In this section, we explore the scope of the power granted to parties to disclaim or reject 

contracts in both the United Kingdom (UK) and India. The scope of this power encompasses 

the types of contracts that may be disclaimed or rejected, as well as the conditions under which 

such actions may be taken. 

United Kingdom (UK): 

In the UK, the power to disclaim or reject contracts is primarily governed by the Insolvency 

Act 1986. Section 178 of the Act 8provides insolvency practitioners with the authority to 

disclaim onerous property or contracts that would otherwise burden the insolvent estate. The 

scope of this power extends to contracts that are deemed onerous, burdensome, or 

commercially unreasonable for the insolvent estate. 

The concept of onerous contracts is broadly interpreted and encompasses contracts that impose 

financial or other obligations that are disproportionately detrimental to the insolvent estate. 

Examples of onerous contracts may include leases with excessive rent obligations, contracts 

with unfavourable terms, or agreements that require the insolvent company to undertake 

unprofitable activities. 

However, certain types of contracts are exempt from disclaimer, including contracts of 

employment and certain types of leases. Additionally, the power to disclaim contracts is subject 

to court approval in certain circumstances, particularly where third-party interests are affected 

or where the contract involves significant assets or liabilities. 

 

 
8 (Insolvency Act 1986)  



Indian Journal of Law and Legal Research    Volume VI Issue II | ISSN: 2582-8878 
 

                                                                                                                                                                  Page:  4788 

India: 

In India, the power to disclaim or reject contracts is provided under the Insolvency and 

Bankruptcy Code, 2016 (IBC)9. Section 27 of the IBC empowers resolution professionals to 

disclaim or reject executory contracts that are burdensome or financially detrimental to the 

insolvent estate. The scope of this power extends to contracts that impose obligations or 

liabilities that are deemed to be contrary to the interests of creditors. 

Similar to the UK, the concept of burdensome contracts is broadly interpreted and may include 

contracts that involve excessive financial obligations, unfavorable terms, or obligations that are 

commercially unviable for the insolvent company. Resolution professionals have the discretion 

to assess the viability of contracts and determine whether disclaimer or rejection is necessary 

to maximize value for creditors. 

However, certain contracts are exempt from disclaimer under the IBC, including contracts that 

are essential for the continuation of business operations or contracts that are necessary for the 

resolution process. Additionally, the power to disclaim contracts is subject to regulatory 

oversight and judicial review to ensure fairness and transparency in the insolvency resolution 

process. 

In conclusion, the scope of the power to disclaim or reject contracts in both the UK and India 

is governed by statutory provisions aimed at maximizing value for stakeholders in insolvency 

proceedings. While the specific criteria for determining onerous contracts may vary between 

jurisdictions, the overarching objective is to enable insolvency practitioners or resolution 

professionals to alleviate the burden of contracts that are financially detrimental to the insolvent 

estate. However, the exercise of this power is subject to certain limitations, including court 

approval and regulatory oversight, to ensure fairness and transparency in the insolvency 

resolution process. 

3.2 Timing of the Decision 

The timing of the decision to disclaim or reject contracts is a crucial aspect of corporate 

insolvency proceedings, impacting the rights and obligations of the parties involved. In this 

section, we examine how the timing of such decisions is regulated and managed in both the 

 
9 (Insolvency and Bankruptcy Code, 2016) 
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United Kingdom (UK) and India, highlighting key legal provisions, procedural requirements, 

and practical considerations. 

United Kingdom (UK): 

In the UK, the timing of the decision to disclaim or reject contracts is governed by provisions 

set out in the Insolvency Act 1986. Insolvency practitioners are required to make prompt 

decisions regarding the disclaimer of onerous property or contracts to minimize losses and 

maximize value for creditors. 

Section 178 of the Insolvency Act 1986 allows insolvency practitioners to disclaim onerous 

property or contracts within a reasonable period after appointment, provided that notice of 

disclaimer is given to affected parties.10 The timing of the decision to disclaim depends on 

factors such as the complexity of the contract, the financial implications for the insolvent estate, 

and the urgency of the situation. 

However, insolvency practitioners must exercise their powers to disclaim contracts with 

diligence and in good faith, taking into account the interests of all stakeholders involved. 

Delays in making disclaimer decisions may result in adverse consequences for creditors and 

other parties affected by the insolvency proceedings. 

India: 

In India, the timing of the decision to disclaim or reject contracts is regulated under the 

Insolvency and Bankruptcy Code, 2016 (IBC)11. Resolution professionals appointed to oversee 

insolvency resolution processes are required to make timely decisions regarding the disclaimer 

of executory contracts to facilitate the resolution of distressed assets. 

Section 27 of the IBC empowers resolution professionals to disclaim or reject executory 

contracts within a specified timeframe after their appointment, subject to regulatory 

requirements and judicial oversight. The timing of the decision to disclaim depends on factors 

such as the nature of the contract, the financial implications for the insolvent estate, and the 

strategic objectives of the resolution process. 

 
10 (Insolvency Act 1986)  
11 (Insolvency and Bankruptcy Code, 2016) 



Indian Journal of Law and Legal Research    Volume VI Issue II | ISSN: 2582-8878 
 

                                                                                                                                                                  Page:  4790 

Similar to the UK, resolution professionals in India must exercise their powers to disclaim 

contracts with due diligence and in the best interests of creditors. Delays in making disclaimer 

decisions may impede the resolution process and hinder the maximization of value for 

stakeholders. 

In conclusion, the timing of the decision to disclaim or reject contracts is a critical consideration 

in corporate insolvency proceedings in both the UK and India. Insolvency practitioners or 

resolution professionals are required to make prompt and informed decisions regarding the 

disclaimer of contracts to minimize losses, maximize value for creditors, and facilitate the 

efficient resolution of distressed assets. While the specific procedural requirements and 

regulatory mechanisms may vary between jurisdictions, the overarching objective is to ensure 

that disclaimer decisions are made promptly and in accordance with the interests of all 

stakeholders involved in the insolvency process. 

3.3 Standards for Disclaiming/Rejecting 

The standards for disclaiming or rejecting contracts establish the criteria and principles guiding 

the exercise of this power in corporate insolvency proceedings. In this section, we explore the 

standards applied in both the United Kingdom (UK) and India, focusing on the legal 

requirements, procedural considerations, and practical implications. 

United Kingdom (UK): 

In the UK, the standards for disclaiming or rejecting contracts are set out in the Insolvency Act 

198612 and developed through case law precedents. Insolvency practitioners must adhere to 

certain legal requirements and procedural considerations when exercising their power to 

disclaim onerous property or contracts. 

One of the key standards for disclaimer is that the contract or property must be onerous, 

burdensome, or commercially unsuitable for the insolvent estate. The concept of onerousness 

is broadly interpreted and encompasses contracts that impose financial or other obligations that 

are disproportionately detrimental to the insolvent estate. 

 
12  (Insolvency Act 1986)  
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Additionally, insolvency practitioners must comply with procedural requirements, including 

providing notice of disclaimer to affected parties and obtaining court approval in certain 

circumstances. The decision to disclaim must be made in good faith and with due regard to the 

interests of all stakeholders involved in the insolvency proceedings. 

Courts play a supervisory role in overseeing disclaimer decisions and ensuring compliance with 

legal standards and procedural requirements. Judicial review may be sought to challenge 

disclaimer decisions that are deemed unreasonable, arbitrary, or prejudicial to the interests of 

affected parties. 

India: 

In India, the standards for disclaiming or rejecting contracts are established under the 

Insolvency and Bankruptcy Code, 2016 (IBC)13, and further clarified through regulations and 

judicial interpretations. Resolution professionals appointed to oversee insolvency resolution 

processes must adhere to certain legal requirements and procedural considerations when 

exercising their power to disclaim executory contracts. 

Under the IBC, resolution professionals are authorized to disclaim or reject executory contracts 

that are burdensome, financially detrimental, or impracticable for the insolvent estate. The 

decision to disclaim must be based on objective criteria and made in the best interests of 

creditors, taking into account factors such as the financial viability of the contract and the 

potential impact on the resolution process. 

Similar to the UK, procedural requirements apply to the exercise of the power to disclaim 

contracts in India, including providing notice to affected parties and obtaining approval from 

the appropriate regulatory authorities. Resolution professionals must act in good faith and 

exercise their powers with diligence and prudence to ensure fairness and transparency in the 

insolvency resolution process. 

Judicial oversight may be sought to review disclaimer decisions and ensure compliance with 

legal standards and procedural requirements. Courts play a crucial role in safeguarding the 

rights of affected parties and upholding the integrity of the insolvency resolution framework. 

 
13 (Insolvency and Bankruptcy Code, 2016)  
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Conclusion: 

In conclusion, the standards for disclaiming or rejecting contracts in both the UK and India are 

established to ensure fairness, transparency, and accountability in corporate insolvency 

proceedings. Insolvency practitioners or resolution professionals are required to adhere to legal 

requirements, procedural considerations, and judicial oversight when exercising their powers 

to disclaim contracts, with the overarching objective of maximizing value for stakeholders and 

facilitating the efficient resolution of distressed assets. While specific legal standards and 

procedural requirements may vary between jurisdictions, the principles of fairness, equity, and 

integrity remain central to the exercise of this power in both the UK and India. 

4. Effects of Disclaiming or Rejecting Contracts 

4.1 Effect on Parties to the Contract 

When a contract is disclaimed or rejected in corporate insolvency proceedings, it can have 

significant implications for the parties involved. In this section, we examine the effects of 

contract disclaimer or rejection on the parties to the contract, considering their rights, 

obligations, and remedies in both the United Kingdom (UK) and India. 

United Kingdom (UK): 

In the UK, the effects of contract disclaimer or rejection on the parties to the contract are 

governed by provisions set out in the Insolvency Act 198614 and developed through case law 

precedents. When a contract is disclaimed by an insolvency practitioner, it is treated as if it had 

never been entered into by the insolvent company. 

For the party affected by the disclaimer, this means that they are relieved of their obligations 

under the disclaimed contract. However, they may also lose the benefits or rights they would 

have otherwise received under the contract. The disclaimer effectively terminates the contract, 

extinguishing both parties' rights and obligations going forward. 

While the party affected by the disclaimer may seek compensation for losses incurred as a 

result of the disclaimer, their recourse is limited by the statutory provisions and priorities 

 
14  (Insolvency Act 1986)  
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established in insolvency law. Creditors may file claims for damages arising from the 

disclaimer, but their recovery is subject to the hierarchy of creditor priorities established under 

insolvency law. 

India: 

In India, the effects of contract disclaimer or rejection are regulated under the Insolvency and 

Bankruptcy Code, 2016 (IBC)15, and further clarified through regulations and judicial 

interpretations. When a contract is disclaimed by a resolution professional, it is treated similarly 

to the UK, effectively terminating the contract and relieving the parties of their obligations. 

The party affected by the disclaimer may seek compensation for losses incurred as a result of 

the disclaimer, but their recourse is subject to the provisions and priorities established under 

the IBC. Creditors may file claims for damages arising from the disclaimer, but their recovery 

is subject to the distribution waterfall prescribed in the IBC, which prioritizes certain claims 

over others. 

Conclusion: 

In conclusion, the effects of a contract disclaimer or rejection on the parties to the contract are 

similar in both the UK and India. When a contract is disclaimed or rejected in corporate 

insolvency proceedings, it is effectively terminated, relieving the parties of their obligations 

under the contract. While affected parties may seek compensation for losses incurred as a result 

of the disclaimer, their recourse is limited by the statutory provisions and creditor priorities 

established under insolvency law. It is essential for parties to understand the implications of 

contract disclaimer or rejection and seek legal advice to protect their interests in insolvency 

proceedings. 

4.2 Effect on Third Parties 

The effect of contract disclaimer or rejection extends beyond the immediate parties to the 

contract and may impact third parties who have interests or rights connected to the contract. In 

this section, we explore the effects of contract disclaimer or rejection on third parties in both 

 
15 (Insolvency and Bankruptcy Code, 2016)  
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the United Kingdom (UK) and India, considering their rights, liabilities, and remedies. 

United Kingdom (UK): 

In the UK, the effects of contract disclaimer or rejection on third parties are governed by 

statutory provisions and case law precedents established under the Insolvency Act 198616. 

When a contract is disclaimed by an insolvency practitioner, the rights and liabilities of third 

parties connected to the contract may be affected. 

Third parties who have rights or interests dependent on the disclaimed contract may lose those 

rights or interests as a result of the disclaimer. For example, a sublessee whose lease is 

disclaimed may lose their right to occupy the premises and may be required to vacate the 

property. 

However, third parties affected by the disclaimer may have recourse against the insolvent estate 

for losses or damages incurred as a result of the disclaimer. They may file claims for 

compensation as unsecured creditors in the insolvency proceedings, subject to the distribution 

waterfall prescribed under insolvency law. 

India: 

In India, the effects of contract disclaimer or rejection on third parties are regulated under the 

Insolvency and Bankruptcy Code, 2016 (IBC)17, and further clarified through regulations and 

judicial interpretations. Similar to the UK, third parties with rights or interests connected to the 

disclaimed contract may be affected by the disclaimer. 

When a contract is disclaimed by a resolution professional, third parties who have rights or 

interests dependent on the contract may lose those rights or interests. For example, a licensee 

whose license agreement is disclaimed may lose their right to use the licensed property and 

may be required to cease operations. 

However, affected third parties may seek compensation for losses or damages incurred as a 

result of the disclaimer, subject to the provisions and priorities established under the IBC. They 

 
16 (Insolvency Act 1986) 
17 (Insolvency and Bankruptcy Code, 2016)  
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may file claims as unsecured creditors in the insolvency proceedings, seeking redress for their 

losses within the framework of the insolvency resolution process. 

4.3 Effect on Leases and Licenses 

The effect of contract disclaimer or rejection on leases and licenses presents unique 

considerations due to their ongoing nature and the rights and obligations they entail. In this 

section, we explore the effects of contract disclaimer or rejection on leases and licenses in both 

the United Kingdom (UK) and India, considering the rights of landlords, tenants, licensors, and 

licensees. 

United Kingdom (UK): 

In the UK, the treatment of leases and licenses in insolvency proceedings is governed by 

statutory provisions and case law precedents. When a lease or license is disclaimed by an 

insolvency practitioner, the rights and obligations of the parties to the lease or license are 

impacted. 

For landlords, the disclaimer of a lease may result in the termination of the lease and the loss 

of rental income. However, landlords may have recourse against the insolvent estate for unpaid 

rent or damages resulting from the disclaimer, subject to the priorities established under 

insolvency law. 

For tenants, the disclaimer of a lease may require them to vacate the premises and cease 

operations.18 However, tenants may have recourse against the insolvent estate for losses or 

damages resulting from the disclaimer, including relocation costs or lost profits. 

Similarly, licensors and licensees may be affected by the disclaimer of a license agreement, 

which may result in the termination of the license and the loss of rights or benefits. However, 

affected parties may have recourse against the insolvent estate for losses or damages resulting 

from the disclaimer. 

India: 

In India, the treatment of leases and licenses in insolvency proceedings is regulated under the 

 
18 (Finch & Worthington, 2015) 
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Insolvency and Bankruptcy Code, 2016 (IBC), and further clarified through regulations and 

judicial interpretations. Similar to the UK, the disclaimer of leases and licenses may impact the 

rights and obligations of landlords, tenants, licensors, and licensees. 

When a lease or license is disclaimed by a resolution professional, affected parties may lose 

their rights or benefits under the lease or license. Landlords may lose rental income, while 

tenants may be required to vacate the premises. However, affected parties may have recourse 

against the insolvent estate for losses or damages resulting from the disclaimer. 

Similarly, licensors and licensees may be affected by the disclaimer of a license agreement, 

which may result in the termination of the license and the loss of rights or benefits. However, 

affected parties may seek compensation for losses or damages incurred as a result of the 

disclaimer. 

In conclusion, the effect of contract disclaimer or rejection on leases and licenses presents 

unique considerations in both the UK and India. When leases or licenses are disclaimed in 

corporate insolvency proceedings, landlords, tenants, licensors, and licensees may be impacted, 

potentially losing their rights, benefits, or income dependent on the contract. However, affected 

parties may have recourse against the insolvent estate for losses or damages resulting from the 

disclaimer, subject to the provisions and priorities established under insolvency law. It is 

essential for parties to leases and licenses to understand the implications of contract disclaimer 

or rejection and seek legal advice to protect their interests in insolvency proceedings. 

5. Conclusion 

In this comparative analysis, we have examined the legal frameworks, policy rationales, and 

practical implications of contract disclaimer or rejection in the United Kingdom (UK) and 

India. 19Through our exploration of various aspects such as the maximization of value, equality 

considerations, scope of power, timing of decisions, standards for disclaiming or rejecting 

contracts, and effects on parties, third parties, leases, and licenses, we have identified key 

similarities and differences between the two jurisdictions. 

Both the UK and India share the overarching objective of maximizing value for stakeholders 

in corporate insolvency proceedings, promoting fairness, transparency, and efficiency in the 
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resolution of distressed assets. The power to disclaim or reject contracts serves as a vital 

mechanism to achieve this objective, enabling insolvency practitioners or resolution 

professionals to alleviate the burden of onerous contracts and maximize returns for creditors. 

While the legal frameworks and procedural mechanisms may vary between the UK and India, 

the fundamental principles of fairness, equity, and integrity remain central to the treatment of 

contract disclaimer or rejection in both jurisdictions. Insolvency practitioners or resolution 

professionals are entrusted with the responsibility of exercising their powers diligently and in 

the best interests of all stakeholders, ensuring that contractual rights and obligations are 

balanced and protected throughout the insolvency resolution process. 

Future Directions and Considerations 

As we conclude this comparative analysis, it is essential to consider future directions and 

potential areas for further research and development in the treatment of contract disclaimer or 

rejection in corporate insolvency proceedings. 

1.  Harmonization of International Standards: Given the increasing globalization of 

commerce, there may be opportunities to harmonize international standards and 

best practices regarding contract disclaimer or rejection in insolvency proceedings. 

Collaborative efforts among jurisdictions, international organizations, and industry 

stakeholders could promote consistency, predictability, and efficiency in cross-

border insolvency cases. 

2.    Enhancement of Stakeholder Awareness and Education: Stakeholder awareness and 

education play a crucial role in promoting transparency, compliance, and 

confidence in insolvency frameworks. Efforts to enhance stakeholder 

understanding of contract disclaimer or rejection procedures, rights, and remedies 

could empower parties to navigate insolvency proceedings effectively and mitigate 

potential risks and uncertainties. 

3.  Technological Innovations and Digital Solutions: Technological innovations and 

digital solutions have the potential to streamline and enhance the efficiency of 

insolvency processes, including contract disclaimer or rejection. Adoption of digital 

platforms, data analytics, and artificial intelligence tools could facilitate 
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communication, collaboration, and decision-making among stakeholders, leading 

to more timely and informed outcomes. 

4.  Sustainability and Environmental Considerations: With growing awareness of 

sustainability and environmental concerns, there may be a need to incorporate 

environmental considerations into the treatment of contract disclaimer or rejection 

in insolvency proceedings. Assessing the environmental impact of contracts and 

assets subject to disclaimer or rejection could inform decision-making and promote 

responsible stewardship of natural resources. 

5.   Continuous Monitoring and Evaluation: Continuous monitoring and evaluation of 

insolvency frameworks, practices, and outcomes are essential to identify areas for 

improvement and adaptation. Regular review processes, stakeholder consultations, 

and empirical research could provide valuable insights into the effectiveness and 

efficiency of contract disclaimer or rejection procedures, informing policy reforms 

and enhancements. 

In conclusion, as the landscape of corporate insolvency continues to evolve, stakeholders must 

remain vigilant, adaptable, and collaborative in addressing emerging challenges and 

opportunities.  
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