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Despite its widespread prevalence in Iran's construction projects, the legal nature of construction
partnership contracts remains ambiguous within the classification of nominate and innominate
contracts. This ambiguity intensifies when the developer pre-sells a portion of the units to third-party
purchasers and subsequently the underlying partnership contract is disrupted. Using a descriptive-
analytical and desk research methodology, this study pursues two fundamental questions: First, does
the intrinsic nature of the construction partnership contract create any direct obligation for the
landowner toward third-party purchasers? The working hypothesis posits that the doctrine of privity of
contract governs and primary liability rests with the developer, unless an agency or representative
clause within the contract is established. Second, what impact does the Law on Mandatory Official
Registration of Real Estate Transactions have on these obligations? The findings indicate that while this
law enhances registration certainty, it does not fundamentally alter the nature of these tripartite
relations; therefore, the necessity to reform the Building Pre-Sale Law and clarify the joint and several
liability of the landowner and developer remains imperative.
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Extended Abstract

1. Introduction

In the Iranian legal system, one of the challenging issues that has gained prominence in recent decades,
alongside the rapid growth of urban construction and the shortage of capital among landowners, is the legal
status of the contract known as the “construction partnership contract.” This term, which is widely used in
Iranian legal and judicial practice, refers, in substance, to a contract under which the owner of a building
plot, whether an individual or a legal entity, places the land at the builder’s disposal as a hon-monetary
contribution, while the builder undertakes the costs and construction operations required for erecting the
building. Ultimately, the completed units are divided between the parties in accordance with their
agreement. Despite the widespread use of this legal arrangement in the country’s construction projects,
fundamental ambiguities remain regarding its legal nature and position among nominate and innominate
contracts under Iranian law. Some scholars have regarded it as an instance of a civil partnership, whereas
others have classified it as a contract for construction services.

2. Theoretical Framework

The main issue of the present research stems from the context where, with the increasing expansion of
construction partnerships, particularly in Iranian metropolises, the builder typically sells a portion of the
building units prior to project completion to third-party buyers through pre-sale arrangements. In this
situation, if the underlying partnership contract between the owner and the builder is disrupted for reasons
such as breach of contractual obligations, failure of the construction to comply with agreed standards,
unjustified delay, or the dissolution and rescission of the contract, the rights of the third-party purchasers
who entered into transactions with the builder in reliance on the partnership contract face severe risks. In
other words, the primary complexity lies not in regulating the bipartite relationship between the owner and
the builder, but rather in addressing the tripartite relationship among the owner, the builder, and the third-
party purchasers who engaged in buying the pre-sold units in reliance on the contractual regime of
construction partnership.

3. Methodology

The present article seeks to examine the legal nature of construction partnership contracts within the Iranian legal
system through desk-based research, elucidate the various dimensions of the parties’ liability toward third-party
purchasers, and specifically scrutinize the impact of the Law on Mandatory Official Registration of Real Estate
Transactions on these obligations.
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4. Results & Discussion

This research is founded upon two categories of legal bases: contractual bases, including Article 231 of the Civil Code,
which embodies the principle of privity of contract, and its exception under Article 196 concerning contracts for the
benefit of third parties. Non-contractual bases, namely civil liability, include the principle of no harm and the rules of
direct causation and causation by conduct (Articles 328 to 333 of the Civil Code), which may serve as the ultimate legal
foundation for protecting the rights of third-party purchasers where no direct contractual relationship exists.Following
an examination of the position of construction partnership contracts within the Iranian legal system and their effect on
the parties’ obligations toward third-party purchasers, it can be concluded that, despite the extensive practical use of this
contractual arrangement, the Iranian legal system continues to face a structural gap: the legal nature of construction
partnership has not been properly defined as a nominate contract. This ambiguity, in turn, causes courts to face
uncertainty in determining the scope of the owner’s obligations toward third-party purchasers who have entered into
pre-sale contracts solely with the builder.

5.Conclusions & Suggestions

The principal finding of this research is that the principle of privity of contract under Article 231 of the
Civil Code prevents a construction partnership contract, in and of itself, from creating a direct obligation
for the owner toward third-party purchasers, unless a contractual stipulation, such as an agency or
representation clause, expressly imposes such an obligation on the owner. In the absence of such a
stipulation, primary liability rests with the builder; however, in the event of the dissolution of the
partnership contract or the builder’s bankruptcy, the subsidiary or joint liability of the owner may be
established on the basis of the general rules of civil liability and the principle of no harm. With regard to the
impact of the Law on Mandatory Official Registration of Real Estate Transactions, the research shows that
by requiring the execution of an official deed, this law has taken an important step toward reducing
disputes arising from informal instruments and enhancing registration security. However, with respect to
the central issue, namely determining the owner’s obligations toward third-party purchasers, it does not
bring about a fundamental transformation, because the law is concerned primarily with the form of the
transaction rather than the substance of tripartite legal relationships.
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