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The right of annulment for excessive gain, as one of the expressly recognized options in Iranian civil law,
is an important protective mechanism for establishing transactional justice and addressing gross imbalance
in the value of reciprocal performances. The main question of this research is the position of the right of
annulment for excessive gain in pre-sale building contracts, considering the specific and staged nature of
these contracts, in terms of its validity, scope, effects, and manner of enforcement. Using a descriptive—
analytical method and relying on statutory sources and judicial practice, the study shows that, from the
perspective of the general rules of contracts and pursuant to Articles 416 to 421 of the Civil Code, the
principle of the validity of the right of annulment for excessive gain in pre-sale contracts is accepted,
unless the parties have waived it in the pre-sale agreement or the nature of the contract and ordinary
fluctuations in the housing market reduce the gain from gross to ordinary. The Pre-Sale of Buildings Act
of 2011 and the requirement of executing an official deed (Articles 1 and 3) do not prevent the application
of the right of annulment for excessive gain; rather, they primarily concern formalities and the Guarantee
of transparency. In terms of effects, the most important consequence of the occurrence of excessive gain
is the establishment of the right of rescission for the aggrieved party, subject to observance of customary
promptness in exercising the option. At the same time, the challenges in applying this option in this field
include determining the time for assessing excessive gain in pre-sale building contracts. These challenges
can be addressed through a prudent acceptance of the right of annulment for excessive gain, together with
a restrictive interpretation of general exceptions and the development of the doctrine of contractual
equilibrium.
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Extended Abstract

1. Introduction

In recent years, pre-sale building contracts have been increasingly used due to the development of urban
life, buyers’ lack of liquidity, and developers’ need for financing. Although these contracts appear similar
to contracts of sale, because of their executory subject matter, the time-bound nature of obligations, their
dependence on stages of performance, and fundamental fluctuations in the housing market, they possess
a more complex structure than traditional transactions. These characteristics increase the likelihood of
economic imbalance between the reciprocal considerations and create grounds for raising questions about
the applicability of protective legal institutions, particularly the right of annulment for excessive gain.

2. Theoretical Framework

In Iranian civil law, the right of annulment for excessive gain is recognized as one of the most important
mechanisms for protecting commutative justice and is provided for in Articles 416 to 421 of the Civil
Code in order to prevent the imposition of gross loss resulting from an imbalance in the value of the
reciprocal considerations on one of the parties. Nevertheless, the application of the right of annulment
for excessive gain in pre-sale building contracts, due to the specific nature of these contracts and the
particular economic conditions of the housing market, is accompanied by theoretical ambiguities and
practical challenges. Among the fundamental questions is how the criterion for determining the grossness
of the disparity in value should be assessed under inflationary conditions and current fluctuations, and at
what point in time the excessive gain should be evaluated: at the time of contract formation, at delivery,
or at the time of executing the official deed.

3. Methodology

Using a descriptive—analytical method and relying on statutory sources and judicial practice, it is shown that,
from the perspective of the general rules of contract law and pursuant to Articles 416 to 421 of the Civil Code,
the principle of the validity of the right of annulment for excessive gain in pre-sale contracts is accepted, unless
the parties have waived it in the pre-sale agreement or the nature of the contract and the ordinary fluctuations of
the housing market reduce the excessive gain from gross to customary.

4. Results & Discussion

The study showed that the right of annulment for excessive gain in pre-sale building contracts has a clear standing in
terms of its validity and effects, and despite the specific provisions of the Pre-Sale of Building Act of 2010, its
negation or limitation has not been expressly declared. The results of the research can be summarized as follows: The
validity of the right of annulment for excessive gain: the right of annulment for excessive gain is part of the general
rules of contract law, and the Pre-Sale Act has not excluded its application. An examination of the Pre-Sale Act and
its specific legal institutions shows no conflict with the application of the right of annulment for excessive gain
(Katouzian, 2011; Shahidi, 2009, vol. 2, p. 301). The criteria and conditions for the realization of excessive gain: the
primary criterion for assessing excessive gain is, in principle, the time of contract formation, unless subsequent
changes occur in a gross and non-customary manner. Excessive gain is not established merely by fluctuations in the
value of the property and increases in housing market prices (Shahidi, 2009, vol. 2, p. 302). The element of the
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aggrieved party’s ignorance at the time of contract formation is an essential condition for the realization of excessive
gain. The effects of the right of annulment for excessive gain: rescission of the contract is the principal and immediate
effect of the right of annulment for excessive gain and results in the dissolution of the contract from the time of its
formation. Contract adjustment, especially in long-term pre-sale contracts, is a protective approach. The exercise of
the right of annulment for excessive gain may take place alongside other legal remedies such as specific performance
or compensation for damages.

5.Conclusions & Suggestions

The reduction of the role of price disparity, the determination of the appropriate time for assessing
excessive gain, and the impact of economic fluctuations are among the most important practical obstacles.
The application of a clause waiving all options, especially in cases of the aggrieved party’s ignorance, is
a matter of juristic and judicial =\ The overlap between the right of annulment for excessive gain and

other legal institutions requires precise interpretation and coordinated judicial practice. To reduce
ambiguity and litigation, it is recommended that pre-sale contracts be drafted with greater transparency
regarding the determination of the price, the time of assessment, and the conditions for exercising the
right of annulment for excessive gain. Clarifying a uniform judicial approach and adopting a restrictive
interpretation of clauses waiving options can enhance the parties’ legal certainty. Making use of contract
adjustment instead of absolute rescission helps preserve economic balance and the continuity of
transactions and is consistent with the philosophy of commutative justice. Overall, the right of annulment
for excessive gain, as a protective instrument of commutative justice and economic balance, is not only
valid in pre-sale building contracts but also gains greater importance due to the complexity and long-term
nature of these contracts. Accurate understanding of the conditions for its realization, its effects, and its
practical challenges can contribute to improving legal certainty, reducing disputes, and creating balance
in pre-sale building transactions.
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