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ABSTRACT
The purpose of this article is to examine the exceptions to the enforcement of foreign arbitration awards

in the Iranian legal system. This article is descriptive-analytical in nature. The materials and data are
qualitative, collected through note-taking methods. The findings indicate that the most significant
exceptions to the enforcement of foreign arbitration awards in the Iranian legal system include the
conflict of the award with public order, the invalidation of the arbitration award if it contradicts
substantive law, the legal validity of the arbitration agreement prior to the approval of the Council of
Ministers or the ratification by the Parliament, and the discrepancy between arbitration awards and
Article 139 of the Constitution. Article 139 of the Constitution thoroughly identifies the enforcement of
arbitration awards concerning state property, and Article 457 of the Civil Procedure Code subjects
arbitration over public and state-owned property to the approval of the Council of Ministers and the
Islamic Consultative Assembly, thereby imposing certain restrictions on these properties. The conclusion
is that the protection of state sovereignty concerning the arbitration of public and state-owned property
is evident in judicial practice. The predominant judicial approach is that the restrictions outlined in
Article 139 apply to state-owned properties, municipalities, and their affiliated companies. This research
aims to examine the exceptions to the principle of equality in the enforcement of foreign arbitration
awards in the Iranian legal system and to define its boundaries.
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EXTENDED SUMMARY
This article presents a detailed analysis of the exceptions to the enforcement of foreign arbitral
awards within Iran’s legal system. As international arbitration becomes a more prevalent method for
resolving cross-border disputes, the enforcement of arbitral awards in foreign jurisdictions plays a
critical role in ensuring the effectiveness of arbitration as an alternative to litigation. In the case of
Iran, the legal framework governing the enforcement of foreign arbitral awards is shaped by both
domestic legal principles and international conventions. This extended abstract summarizes the key
findings of the study, focusing on the legal exceptions and challenges surrounding the enforcement
of such awards under Iranian law, particularly through the lens of Article 139 of the Iranian

Constitution.

The first section of the study addresses the role of public order as a significant exception to the
enforcement of foreign arbitral awards in Iran. Public order is a common exception recognized
globally, wherein states can refuse to enforce an arbitral award if it is deemed to be in violation of
their public policy. In Iran, public order considerations encompass a broad range of issues, including
religious, ethical, and moral standards derived from Islamic principles, as well as legal principles
specific to the country’s governance. The study notes that if an arbitral award contradicts these
standards, Iranian courts are likely to refuse enforcement (Shir Mohammadi, 2020). This broad
interpretation of public order can sometimes create uncertainties for international parties seeking
enforcement of arbitral awards in Iran, as the exact scope of what constitutes a violation of public

order is subject to judicial interpretation.
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A second significant exception discussed in the article is related to the invalidity of an arbitral award
when it is found to be in conflict with Iran’s laws that establish fundamental rights. According to
Article 489 of Iran’s Civil Procedure Code, an arbitral award can be invalidated if it violates
substantive legal rights protected by Iranian law (Bahrami, 2010). This exception applies particularly
when the award disregards mandatory laws that govern contractual obligations, property rights, or
personal rights under Iranian law. In such cases, Iranian courts hold the authority to invalidate the
arbitral award or refuse to recognize its enforceability, even if the award was issued in accordance

with international arbitration standards or foreign legal systems.

The study further examines Article 139 of the Iranian Constitution, which imposes specific
restrictions on the arbitration of disputes involving public or state property. According to this article,
arbitration related to public property, including disputes involving government entities or state-
owned enterprises, requires prior approval from the Council of Ministers and, in some cases, the
Islamic Consultative Assembly (Iranian Parliament) (Mirza Nejad Joibari, 2015). This constitutional
requirement acts as a barrier to the enforcement of foreign arbitral awards when state property is
involved, as non-compliance with these formalities can render an arbitral award unenforceable in
Iran. The article emphasizes that this requirement reflects Iran’s broader policy of protecting state
sovereignty and preventing undue influence from foreign entities or arbitral tribunals in matters of
public or state interest.

Another key issue analyzed in the article is the timing and validity of arbitration agreements
concerning state property. The study points out that arbitration agreements involving state entities
or public property must receive formal approval before any dispute arises. If such approval is not
obtained, the arbitration agreement may be deemed invalid, and any resulting award unenforceable.
However, there are differing opinions on whether the approval must be obtained at the time the
arbitration agreement is formed or at the time the dispute arises (Bahmai, 2021). Iranian courts have
grappled with this issue, resulting in varied judicial interpretations and outcomes, further
complicating the enforcement of foreign arbitral awards involving state interests.

The study also sheds light on conflicts between Iran’s domestic laws and international arbitration
conventions, particularly the New York Convention on the Recognition and Enforcement of Foreign
Arbitral Awards, to which Iran is a party. While the New York Convention seeks to streamline and
facilitate the enforcement of arbitral awards across its member states, Iran’s domestic legal
framework, particularly in relation to public policy and state sovereignty, creates potential conflicts.
The article discusses cases where Iranian courts have refused to enforce foreign arbitral awards by
invoking the public policy exception in the New York Convention (Rezaeian, 2022). This tension
between international obligations and domestic legal principles poses a significant challenge for
international arbitration in Iran, with many foreign parties wary of the risks associated with
enforcing awards within the country.

Finally, the article addresses the broader implications of these legal exceptions on Iran’s
international trade and investment climate. The difficulty of enforcing foreign arbitral awards in
Iran, particularly those involving state property, has had a chilling effect on foreign investment and
international commercial relationships. Foreign investors and businesses may view Iran as a high-
risk jurisdiction due to the legal uncertainties surrounding arbitration and enforcement. The article
suggests that reforms to Iran’s legal framework, particularly in clarifying the scope of public order
and the requirements for state approval of arbitration agreements, could enhance the country’s
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attractiveness as a destination for foreign investment and improve its integration into the global
economy (Piri, 2017).

In conclusion, the article provides a thorough analysis of the exceptions to the enforcement of foreign
arbitral awards in Iran, highlighting the critical role of public order, state sovereignty, and the
requirements of Article 139 of the Constitution. While Iran is a party to international conventions
that support the recognition and enforcement of arbitral awards, its domestic legal framework poses
significant challenges to foreign parties seeking to enforce such awards. The study calls for legal
reforms that would align Iran’s domestic laws with its international obligations, thus fostering a
more predictable and investor-friendly arbitration environment.
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