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SUMMARY

The Tennessee Supreme Court considered whether a covenant not to compete between a physician and
a private medical clinic was enforceable. The Court held that, except for restrictions specifically
authorized by statute, physicians' covenants not to compete are unenforceable and void because they
conflict with public policy concerning patient choice, continuity of care, and access to medical
services. The Court reversed the Court of Appeals' judgment.
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PROCEDURAL POSTURE Dr. Udom appealed by permission from the Tennessee Court of
Appeals concerning the enforceability of a physician's covenant not to
compete. The chancery court granted MMC a temporary injunction
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reversed the temporary injunction but affirmed enforceability and
remanded for determinations concerning the buy-out provision.
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QUESTIONS PRESENTED

1. Whether a covenant not to compete between a physician and a private medical clinic is enforceable
under Tennessee law.

2. Whether Tennessee public policy and Tennessee Code Annotated section 63-6-204 permit enforcement
of a physician's non-compete covenant outside the statutory circumstances.

HOLDINGS

1. Except for restrictions specifically prescribed by statute, covenants not to compete are unenforceable
and void against physicians in Tennessee.

2. The covenant between MMC, a private medical clinic, and Dr. Udom was not within a statutory
exception and therefore was unenforceable.

KEY QUOTATIONS

“We hold that except for those specifically prescribed by statute, physicians' covenants not to compete are
unenforceable and void.” (676)

“For these reasons, we hold that except for restrictions specifically provided for by statute, covenants not to
compete are unenforceable against physicians.” (684)

“Public policy considerations such as the right to freedom of choice in physicians, the right to continue an
on-going relationship with a physician, and the benefits derived from having an increased number of
physicians practicing in any given community all outweigh the business interests of an employer.” (684)

FACTUAL BACKGROUND

Murfreesboro Medical Clinic employed Dr. David Udom as an internal-medicine physician under an agreement
containing an eighteen-month, twenty-five-mile covenant not to compete and a buy-out provision. MMC
declined to renew Udom's employment after the initial two-year term and informed him that the covenant would
bar practice in the Murfreesboro area, including hospitalist work and work at a veterans' facility. Udom opened a
solo practice in Smyrna, approximately fifteen miles from Murfreesboro's public square, prompting MMC to
seek injunctive relief.

PROCEDURAL HISTORY

MMC sued Dr. Udom in chancery court to enjoin him from opening a medical practice and practicing at a local
hospital in alleged violation of an eighteen-month, twenty-five-mile non-compete covenant. The trial court
granted a temporary injunction and permitted Udom to deposit $120,000 to satisfy the agreement's buy-out
provision. The Court of Appeals reversed the injunction but affirmed that the covenant was enforceable and
remanded regarding the buy-out amount. The Tennessee Supreme Court granted permission to appeal and
reversed the Court of Appeals.
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