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Fraudulent misrepresentation, as a factor that vitiates consent, holds a significant position in
contract law, and its remedy in the legal systems of Iran [absolutely] and England [generally] is
the granting of the right of rescission to the deceived party. However, the issue of whether the
effects of misrepresentation can be limited or waived through the inclusion of an exemption
clause in the contract is considered a challenging matter in Iranian law; this is because the
dominant view among legal scholars is based on the absolute invalidity of such a clause,
regarding it as contrary to public order, good morals, and the principle of good faith in
agreements. In contrast, English law, while recognizing the principle of protecting the deceived
party as a general rule, has adopted a more flexible approach and, in limited cases where the
element of fraud and deception is absent and the negligence is excusable, has accepted the
validity of exemption clauses upon satisfying the criterion of “reasonableness.” It appears that
although in cases of fraudulent misrepresentation the effectiveness of any clause excluding or
limiting liability is inconsistent with the philosophy of protecting the integrity of transactions, in
the absence of bad faith—particularly in relationships between professional parties and where
the clause has been included with the awareness of both parties and within the framework of a
rational allocation of risk—the validity of such a clause may also be accepted in Iranian law.
This conclusion may be supported by drawing inspiration from the reasonableness criterion in
English law and relying on the principles of contractual freedom, the presumption of validity,
and the general provisions of Article 448 of the Civil Code, which does not exclude the waiver
of the option of rescission for misrepresentation. Such an approach, while preserving protection
for the deceived party, appears more compatible with the economic and commercial
requirements of contemporary transactions.
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Extended Abstract

1. Introduction

The principle of the binding force of contracts, as one of the fundamental pillars of the law of transactions,
requires that the parties remain committed to the terms of the contract after its conclusion. However, the
legislator has introduced exceptions to this principle in certain cases in order to protect the integrity of
consent, one of the most important of which is the creation of the option of rescission for
misrepresentation for the deceived party. Misrepresentation is based on deception, the creation of a false
impression, and the disruption of the genuine consent of the contracting parties; for this reason, its legal
consequence in Iranian law is the granting of the right of rescission to the deceived party. Nevertheless,
in practice, parties often attempt to block the possibility of rescission by inserting contractual clauses and
thereby protect themselves from the potential effects of misrepresentation. The legal instrument used for
this purpose is usually an exemption or limitation of liability clause included in the contract, the aim of
which is to restrict or eliminate the legal consequences arising from deceptive conduct. This issue creates
a serious tension between the principle of freedom of contract on the one hand and the necessity of
protecting the deceived party and maintaining ethical standards in transactions on the other.

2. Theoretical Framework

The central question of this study is whether an exemption clause, which is generally considered valid
with respect to certain other options of rescission, can also be deemed valid in cases of misrepresentation.
What is the legal nature of an exemption clause in the context of misrepresentation, and under which
category of contractual terms can it be analyzed? What are the legal foundations relied upon by those
who consider such a clause invalid in Iranian law, and to what extent are these foundations connected to
concepts such as public order, good morals, and contractual good faith? By what mechanism does English
law permit the limitation or exclusion of the effects of misrepresentation, and what role does the
reasonableness standard play in this regard? If the limited validity of such a clause is accepted, what
distinction exists between the general waiver of all options of rescission and an explicit clause directed
at misrepresentation, and can the general phrase “waiver of all options™ alone be sufficient to include the
waiver of the effects of misrepresentation or not?

3. Methodology

Accordingly, the present study, relying on library sources and employing a descriptive-analytical method with
a comparative approach, seeks to clarify the concept of misrepresentation, the nature and types of exemption
clauses, and the foundations of their validity or invalidity in the legal systems of Iran and England, and to present
a coherent framework for evaluating the circumstances under which such a clause may be accepted.
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4. Results & Discussion

Misrepresentation, both in Iranian and English law, is regarded as conduct that undermines the genuine will of one
of the contracting parties and is therefore considered a fundamental factor invalidating consent. In both legal systems,
the general principle is the protection of the deceived party. However, the approaches to the possibility of limiting or
excluding the effects of misrepresentation through contractual clauses show significant differences between the two
systems. In Iranian law, the prevailing approach is based on the view that an exemption clause in cases of
misrepresentation is absolutely void and ineffective due to its conflict with public order, good morals, and the
requirement of good faith in transactions. This view, relying on the fraudulent nature of misrepresentation and the
necessity of safeguarding the integrity of transactions, seeks to prevent contracts from becoming instruments that
legitimize deceitful behavior. Nevertheless, a closer analysis of the provisions of the Civil Code, particularly the
generality of Article 448 regarding the possibility of waiving options of rescission, as well as the principles of
contractual freedom, indicates that the Iranian legislator has not expressly provided a rule declaring such exemption
clauses absolutely void in cases of misrepresentation. This prohibition appears to be more the result of doctrinal
interpretation than of explicit statutory text.

5.Conclusions & Suggestions

In contrast, English law, while firmly rejecting any support for fraudulent misrepresentation, recognizes
under certain conditions the effectiveness of clauses excluding or limiting liability in cases of
misrepresentation arising from negligence or without intent. The central criterion in this regard is the
“reasonableness” of the clause; a standard assessed in light of the circumstances of the contract’s
formation, the level of awareness of the parties, their professional position, and the role of the clause in
determining the contractual exchange. Moreover, English case law, by accepting non-disclosure clauses,
non-reliance clauses, and clauses limiting remedies, allows the parties to allocate contractual risks
knowingly, provided that such allocation does not become a cover for intentional deception.The findings
of this research show that the distinction between different types of misrepresentation plays a
fundamental role in evaluating the validity of exemption clauses. In cases of fraudulent
misrepresentation, where the element of bad faith and the intent to deceive clearly exist, the effectiveness
of any clause exempting or limiting liability is incompatible with the principles of contractual justice and
the integrity of transactions and must therefore be rejected. However, in cases of non-intentional or
negligent misrepresentation, particularly in relations between professional parties who have accepted
such a clause with full awareness and after negotiation and have taken it into account in calculating their
respective benefits and risks, the absolute invalidity of such a clause does not always appear justified.
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