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Abstract

Calculating damages from harmful actions is a complex legal challenge. Iranian law,
guided by the “no harm” rule and full compensation, seeks complete restoration of
losses. A key issue arises when a transaction is later deemed void: the obligee loses
the chance to enter a valid contract and the potential benefits they could have
gained.While compensation for lost benefits is accepted when a valid contract is
breached, disagreement exists when the contract was fundamentally void. The core
of this debate lies in interpreting compensation.Iran’s Supreme Court addressed this
in Unified Procedure Rulings 733 and 811, aiming to compensate for lost
opportunity and expected benefits. Though seemingly aligned, the rulings differ
significantly. Ruling 811 implicitly accepted compensating for the lost opportunity
to contract and resulting potential profits, calculating damages based on estimated
transaction benefitsHowever, given that this type of loss is considered lost potential
profit, the widespread acceptance of such damages in Iranian law remains a matter
of dispute and debate.
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y. ARTICLE 3.2.16: “Irrespective of whether or not the contract has been avoided,

the party who knew or ought to have known of the ground for avoidance is liable for
damages so as to put the other party in the same position in which it would have
been if it had not concluded the contract.”

The measure of damages: Unlike the damages in case of non-performance under
Chapter 7, Section 4, the damages contemplated by this Article are intended simply
to put the other party in the position it would have been in if it had not concluded the
contract.

Illustration: Company A sells software to company B and could not have been
unaware of B’s mistake as to its appropriateness for the use intended by B.
Irrespective of whether or not B avoids the contract, A is liable to B for all the
expenses incurred by B in training its personnel in the use of the software, but not
for the loss suffered by B as a consequence of the impossibility to use the software
for the intended purpose. The UNIDROIT Principles of International Commercial
Contracts (UPICC).
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