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Abstract

This study examines the concept of “legal Certainty of contracts” by analyzing
the legal framework governing Iran’s electricity export contracts under
economic sanctions, with electricity exports to Iraq as a case study. The main
research question concerns how sanctions affect contractual structures,
performance of obligations, and dispute resolution mechanisms in Iran-lraq
electricity agreements. The hypothesis is that sanctions, by weakening
international payment systems, creating uncertainty in contractual obligations,
and restricting access to international arbitration, reduce the legal security of
such contracts. Using a descriptive-analytical method and drawing on contract
law principles, party autonomy, pacta sunt servanda, and force majeure in the
context of economic sanctions, the study finds that sanctions disrupt payment
and revenue transfer mechanisms, weaken effective contract enforcement, and
increase legal disputes. Uncertainty regarding the applicability of sanctions as
force majeure further complicates dispute resolution and undermines mutual
trust. In addition, aging transmission networks, energy losses, weak technical
coordination across border grids, and regional political risks hinder sustainable
electricity exports. The findings indicate that strengthening legal security
requires clear sanction-adapted contractual provisions, regional arbitration
mechanisms, alternative payment systems, upgraded infrastructure, and
specialized Iran-lraq cooperation, supported by resilient legal frameworks,
coordinated policies, and mutual trust.
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Extended Abstract

Introduction: Iran’s electricity exports to neighboring countries, particularly Iraq,
constitute an important component of regional energy cooperation and economic
relations. However, the legal security of electricity export contracts has become
increasingly difficult to maintain under economic sanctions. Sanctions can affect
international payment channels, banking relations, revenue transfers, contractual
performance, access to arbitration, and the allocation of risks arising from
nonperformance. These effects are especially significant in long-term electricity
contracts because electricity supply requires continuous technical performance,
predictable payment arrangements, and stable institutional cooperation. In the
Iranian-Iraqi context, sanctions interact with technical limitations, including aging
transmission infrastructure, energy losses, and insufficient coordination between
cross-border electricity networks. Regional political developments can further
increase uncertainty. From a legal perspective, these conditions raise questions
concerning party autonomy, pacta sunt servanda, contractual liability, force majeure,
and dispute settlement. Accordingly, this study examines the legal framework
governing Iran’s electricity export contracts to neighboring countries, with particular
emphasis on Iraq, and evaluates how sanctions influence contractual security,
performance, and dispute resolution.

Research Question: How do economic sanctions affect the legal security,
performance of obligations, payment mechanisms, and dispute resolution of Iran’s
electricity export contracts with neighboring countries, particularly Iraq, and what
legal and institutional measures can strengthen their stability?

Research Hypothesis: The study hypothesizes that economic sanctions reduce the
legal security of Iran’s electricity export contracts by disrupting international
payment and revenue transfer mechanisms, increasing uncertainty concerning
contractual obligations, complicating enforcement, and restricting access to effective
international dispute resolution. It further assumes that clearer sanction-related
contractual clauses, alternative payment arrangements, stronger regional arbitration
mechanisms, and coordinated institutional and technical policies can mitigate these
effects.

Methodology and Theoretical Framework: This research adopts a descriptive—
analytical method and applies a legal-comparative perspective to Iran’s electricity
export relations, using exports to Iraq as the principal case study. Research materials
include relevant laws and regulations, contractual principles, legal scholarship,
policy documents, and materials concerning sanctions, energy trade, and dispute
resolution. The theoretical framework draws primarily on contract law, the theory of
party autonomy, the principle of pacta sunt servanda, and the doctrine of force
majeure. These concepts provide a basis for assessing the extent to which sanctions
alter contractual expectations, excuse or restrict performance, allocate risks, and
affect the enforceability of contractual rights. The study also considers the interaction
between legal rules and technical and political conditions affecting cross-border
electricity trade.

Research Findings: The findings demonstrate that sanctions create interconnected
legal, financial, technical, and political pressures on Iran’s electricity export
contracts. First, sanctions weaken payment and revenue transfer mechanisms by
restricting access to international banking channels and creating uncertainty over the
timing, currency, and method of settlement. Such restrictions can generate disputes
over delayed payments, nonpayment, and the allocation of additional transaction
costs. They may also undermine the economic equilibrium expected by contracting
parties and complicate the implementation of long-term contractual commitments.
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Second, sanctions create uncertainty concerning contractual performance and
liability. Although the principle of pacta sunt servanda requires parties to perform
their contractual obligations in good faith, extraordinary external restrictions may
make performance substantially more difficult. The classification of sanctions as
force majeure is therefore particularly important. Where contracts do not clearly
define sanctions as force majeure events or establish procedures for demonstrating
their effects, parties may disagree over whether nonperformance is legally excusable.
Ambiguous clauses can consequently increase litigation and arbitration risks and
weaken mutual confidence.

Third, sanctions affect dispute resolution. Restrictions on financial transactions,
international legal services, and access to certain arbitration venues may reduce the
practical effectiveness of conventional mechanisms. Even where arbitration clauses
exist, enforcement and payment of awards may face additional obstacles. This
situation highlights the importance of carefully designed jurisdiction and arbitration
clauses, regional dispute settlement institutions, and procedures adapted to sanction-
related circumstances.

Fourth, legal problems cannot be separated from technical and political constraints.
Aging transmission networks, energy losses, limited cross-border grid coordination,
and fluctuations in regional political relations can reduce the reliability and
sustainability of electricity exports. These factors may interact with sanctions and
amplify contractual risks by making it more difficult to distinguish legal
nonperformance from technical or political causes.

Overall, the findings support the hypothesis that sanctions significantly reduce
contractual security. They also demonstrate that legal resilience depends on
combining precise contractual drafting with alternative financial mechanisms,
effective dispute resolution, infrastructure improvement, and institutional
coordination between Iran and Iraq.

Conclusion: The study concludes that sustainable Iranian electricity exports under
sanctions require a resilient legal and institutional framework capable of anticipating
financial, political, technical, and regulatory disruptions. Sanctions do not merely
create financial obstacles; they alter the practical environment in which contractual
rights and obligations are performed and enforced. Consequently, electricity export
contracts should contain explicit provisions addressing sanctions, force majeure,
payment alternatives, currency risks, renegotiation procedures, liability allocation,
and dispute resolution. Clear definitions and procedural requirements can reduce
interpretive uncertainty and provide parties with predictable responses to
extraordinary restrictions.

Strengthening regional arbitration and dispute settlement mechanisms can further
improve legal security, particularly where access to international institutions or
financial channels is constrained. Alternative payment arrangements, provided that
they comply with applicable legal requirements, can reduce dependence on
vulnerable international banking pathways. At the same time, modernization of
transmission infrastructure, reduction of energy losses, and development of technical
coordination mechanisms are necessary to complement legal reforms. Specialized
cooperation between Iranian and Iraqi energy institutions can enhance transparency,
communication, and confidence among contracting parties. Ultimately, legal security
in electricity export contracts should be understood as a multidimensional concept
encompassing enforceable contractual rights, reliable payment systems, effective
dispute resolution, technical capacity, and institutional trust. Under conditions of
economic sanctions, contractual resilience depends on anticipating external
disruptions rather than addressing them only after disputes arise. A coordinated
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strategy combining precise legal drafting, adaptable financial mechanisms, regional
cooperation, infrastructure modernization, and specialized institutional coordination
can strengthen the stability of Iran’s electricity exports and support more sustainable
energy relations with neighboring countries. These measures can also enhance
predictability, preserve commercial trust, and strengthen Iran’s energy diplomacy
under sanctions.

Keywords: Contract, Electricity Export, Economic Sanctions, Energy Law, Iraq.
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