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Abstract

Various theories have been advanced regarding the legal nature of
stipulations in favor of a third party, including the theories of
offer, unauthorized administration of another’s property, unilateral
undertaking, direct creation of rights, and the vesting of a right
arising from a contractual stipulation in favor of the promisee
coupled with its permissive grant to a third party. The legal
characterization of a stipulation in favor of a third party differs
according to each of these approaches. This study seeks to answer
the question of how the termination of a contract containing a
stipulation in favor of a third party affects the obligation
undertaken for the benefit of that third party. The authors contend
that the theory of “the vesting of a right arising from a contractual
stipulation in favor of the promisee and its permissive grant to a
third party” provides the most appropriate framework for
analyzing the legal nature of contracts containing stipulations in
favor of third parties. This approach is consistent with the true
intention of the contracting parties as well as the principle of non-
existence. According to this theory, what is recognized as a
stipulation in favor of a third party initially arises under the
principal contract for the benefit of the promisee, who
subsequently permits a third party to enjoy the resulting right.
Accordingly, the third party’s acceptance has no effect on the
creation of the stipulation in its favor. Moreover, because the
stipulation operates through a permissive grant, the third party is
in no circumstance entitled to bring a claim against the promisee
or rescind the contract. Nevertheless, since the promisor has
undertaken an obligation, the third party may, as a successor to the
promisee’s position, compel the promisor to perform the
obligation.
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Extended Abstract

The principle of the relativity of contractual effects is a fundamental doctrine of
contract law, under which the rights and obligations arising from a contract are
generally confined to the contracting parties and their legal successors, while third
parties neither acquire rights nor assume obligations by virtue of the agreement.
One of the most significant exceptions to this principle is the stipulation in favor
of a third party, whereby the parties agree that one of them will perform an
obligation for the benefit of a person who is not a party to the contract. Despite the
widespread recognition of this institution in Iranian civil law and comparative
legal systems, an important legal question remains unresolved: what is the legal
effect of terminating a contract containing such a stipulation? More specifically,
does rescission or mutual cancellation of the principal contract extinguish the third
party’s entitlement, or does the third party retain an independent right that
survives the termination of the underlying agreement? The answer to this question
depends fundamentally on the legal nature attributed to a stipulation in favor of a
third party. Different theoretical approaches produce markedly different
consequences regarding the survival or extinction of the third party’s rights. This
study therefore examines the legal effect of terminating contracts containing
stipulations in favor of third parties and seeks to identify the interpretation that is
most consistent with the principles of Iranian civil law and the actual intention of
the contracting parties. The research adopts a descriptive-analytical methodology.
It first examines the concept of a stipulation in favor of a third party, its
constituent elements, and the legal position of the third party within the Iranian
legal system. It then analyzes the principal theories advanced to explain the legal
nature of such stipulations and evaluates their implications in cases where the
principal contract is terminated. Comparative legal analysis is also employed,
where appropriate, to highlight the strengths and weaknesses of competing
approaches. The analysis focuses primarily on the coherence of legal concepts, the
consistency of doctrinal arguments, and their compatibility with the fundamental
principles governing Iranian contract law. The study demonstrates that the legal
characterization of a stipulation in favor of a third party is decisive in determining
the consequences of contract termination. The prevailing view in legal scholarship
treats the third party as the holder of an independent right acquired upon the
conclusion of the contract, thereby rendering that right immune from subsequent
decisions of the contracting parties. Although this approach appears to strengthen
the protection of third-party interests, it raises significant theoretical difficulties.
Recognizing an independent right for the third party inevitably limits the
contracting parties' freedom to rescind or mutually terminate their agreement and
indirectly requires acceptance of the binding force of unilateral promises. Such a
conclusion is difficult to reconcile with several established principles of Iranian
civil law, including the principle of the relativity of contractual effects, the
presumption of non-obligation, and the general rule that unilateral promises do
not, in themselves, create binding contractual obligations. It also risks extending
contractual effects beyond the actual intention of the contracting parties. The study
argues that a more coherent interpretation is provided by the theory that regards
the stipulation as creating a contractual right solely for the promisee while merely
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permitting the third party to benefit from the performance of that obligation.
According to this analysis, the promisor assumes an obligation only toward the
promisee, whereas the third party does not acquire an autonomous contractual
right. Rather, the third party receives authorization to benefit from the
performance of an obligation that already exists between the original parties.
Consequently, any claim made by the third party derives from the promisee’s
contractual right rather than from an independent legal relationship with the
promisor. This interpretation has important implications for the legal
consequences of contract termination. Since the obligation exists exclusively
within the contractual relationship between the promisor and the promisee, the
rescission or mutual cancellation of the principal contract necessarily extinguishes
both the contractual obligation and the authorization granted to the third party.
Once the contractual foundation ceases to exist, the third party can no longer
demand performance because the legal basis of that entitlement has disappeared.
This conclusion preserves contractual autonomy, respects the true intention of the
contracting parties, and avoids recognizing independent rights that lack a direct
contractual foundation. The study concludes that the legal consequences of
terminating contracts containing stipulations in favor of third parties cannot be
determined without first identifying the true legal nature of such stipulations.
Approaches that recognize an independent right in favor of the third party, while
seemingly enhancing third-party protection, are ultimately inconsistent with the
conceptual structure and fundamental principles of Iranian civil law. By contrast,
interpreting the stipulation as a contractual right belonging to the promisee,
accompanied only by permission for the third party to benefit from its
performance, provides a more coherent and principled solution. This approach
preserves the practical function of stipulations in favor of third parties while
maintaining consistency with the general principles of contract law, respecting
party autonomy, and preventing the unwarranted expansion of contractual
obligations beyond their intended scope.
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4. L'effe relative du contrat
5. Stipulation pour autrui
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6. Promettant
7. Stipulant
8. Tiers beneficiaire
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10. "on est cense avoir stipule pour soi et ses heritiers et ayants cause, a moins que le contraire ne
exprime ou ne resulte de la nature de la conventioin".
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11. Si le cédé y a expressément consenti, la cession de contrat libére le cédant pour 1’avenir.A
défaut, et sauf clause contraire, le cédant est tenu solidairement a 1’exécution du contrat.
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12. La partie a laquelle on l'oppose peut désavouer son écriture ou sa signature. Les héritiers ou
ayants cause d'une partie peuvent pareillement désavouer I'écriture ou la signature de leur auteur, ou
déclarer qu'ils ne les connaissent. Dans ces cas, il y a lieu a vérification d'écriture.
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13. L'acte sous signature privée contresigné par les avocats de chacune des parties ou par l'avocat
de toutes les parties fait foi de I'écriture et de la signature des parties, tant a leur égard qu'a celui de

leurs héritiers ou ayants cause. La procédure de faux prévue par le code de procédure civile lui est
applicable. Cet acte est dispensé de toute mention manuscrite exigée par la loi
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14. La réduction des dispositions entre vifs ne pourra étre demandée que par ceux au profit desquels
la loi fait la réserve, par leurs héritiers ou ayants cause: les donataires, les légataires, ni les
créanciers du défunt ne pourront demander cette réduction, ni en profiter.
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15. En cas de vice de forme, une donation entre vifs ne peut faire I'objet d'une confirmation. Elle

doit étre refaite en la forme légale.

Apres le décés du donateur, la confirmation ou exécution volontaire d'une donation par les héritiers

ou ayant cause du donateur emporte leur renonciation a opposer les vices de forme ou toute autre
cause de nullité.
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16. La representation parfait
17. La representation imparfaite
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