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ABSTRACT

The lease contract is among the most widely used legal agreements, particularly in commercial premises where it
significantly impacts the economic structure of society. Legal rights such as goodwill (sarqufli) and the right to
commercial reputation (haqg-e kasb o kar) are among the rights that a tenant may acquire in relation to a
commercial property. Identifying the conditions for the formation and establishment of these rights not only clarifies
the rights and obligations of landlords and tenants but also contributes to the resolution of related disputes. Various
analyses have been proposed concerning the causes for the emergence of goodwill and the right to commercial
reputation, which depend on the commercial position of the property and the parties’ mutual understanding. This
article adopts a descriptive-analytical approach to examine differing theories regarding sarqufli and the right to
commercial reputation in Iranian law, while also analyzing the underlying rationales for the existence of these rights
in French law. The findings reveal that the grounds for the creation of sarqufli and the right to commercial reputation
differ between Iranian and French legal systems. In Iranian law, the parties’ intent and prevailing legislation
respectively give rise to sarqufli and the right to commercial reputation, whereas in French law, contractual
agreements and statutory provisions can both give rise to analogous legal structures.
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EXTENDED ABSTRACT
The legal constructs of "goodwill" (sarqufli)

and "commercial reputation right" (haqq-e
kasb o kar) represent significant institutions in
the Iranian and French legal systems,
especially within the context of lease
agreements in commercial settings. These
rights shape the dynamics of landlord-tenant
relations and have implications for economic
transactions and dispute resolution. In Iranian
law, sarqufli has a dual nature: it may stem
from the parties’ agreement or be codified in
statutory law. The jurisprudential foundation
of sarqufli is strongly influenced by Shiite
Islamic thought, particularly the views of
Imam Khomeini in Tahrir al-Wasilah, which
were incorporated into the Iranian Law on
Landlord-Tenant Relations of 1997. This law
designates three contexts in which sarqufli
arises: at the outset of the lease through
mutual agreement; during the lease through a
sublease or surrender; and upon termination
of the lease with compensation for
relinquishing possession. The jurisprudential
and contractual interpretations both
emphasize tenant protection while ensuring
fairness to the landlord, thereby reflecting a
hybrid of civil and religious legal traditions.
The value of sarqufli is also shaped by expert
assessments considering commercial viability
and business reputation (Alizadeh Kharazi,
2009), underscoring its economic role as a
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capitalizable right within Iran’s mixed legal
framework.

In the French legal system, analogous
institutions such as "droit d'entrée" (entry
right), "fonds de commerce" (commercial
capital), and '"propriété commerciale"
(commercial ownership) structure similar
tenant protections. The droit d'entrée is the
amount paid by an incoming tenant to either
the landlord or the outgoing tenant and is
often grounded in the location’s commercial
potential or the promise of continued tenancy.
While French law does not provide a statutory
definition of goodwill, its components—
clientele, location, trade name, and intangible
assets—are enumerated in the Code de
commerce (Art. L142-2). The absence of a
precise definition has led to doctrinal
interpretations, where goodwill is understood
as a composite of tangible and intangible
assets whose function is to attract and retain
customers. Importantly, in France, the real
property in which the business is located is not
legally part of the goodwill, no matter how
crucial its role in attracting clientele.
Moreover, French jurisprudence
acknowledges that entry rights and
commercial ownership can be constructed
through statutory mandates or private
contracts, allowing considerable flexibility and
negotiation between landlords and tenants
(Causse, 2014). Thus, the French system
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provides a multifaceted approach to protecting
business interests in leased commercial
spaces, balancing contractual autonomy with
public policy considerations.

The basis for the formation of sarqufli in both
systems can be traced to two dominant
theories: advantageous commercial location
and contract. In Iran, the doctrine of
advantageous commercial location posits that
a favorable setting—defined by factors such as
street visibility, pedestrian traffic, parking
accessibility, and surrounding infrastructure—
creates an inherent right to sarqufli,
independent of explicit agreements (Ebrahimi
Qajar, 2015). Although Iranian law does not
condition the collection of sarqufli on these
factors, as evidenced by the 1997 statute,
market practice and judicial precedent often
correlate high-value sarqufli payments with
premium locations (Fallah, 2009). Yet the law
grants landlords discretion to request sarqufli
regardless of the commercial merit of the
property. This suggests that while location
plays a practical role in shaping expectations
and valuations, it is not a statutory
prerequisite. In contrast, in France, droit
d'entrée often explicitly reflects the location’s
desirability. Factors such as neighborhood
commercial density, urban accessibility, and
architectural quality significantly influence its
valuation (Pedamon, 2007). However, entry
rights may also be justified by non-locational
considerations, such as contractual rights to
lease renewal or compensation for loss of
opportunity. Thus, while both jurisdictions
acknowledge the economic relevance of
location, only the French system consistently
embeds it within the logic of valuation and
justification of entry payments.

In both legal systems, contractual agreements
form a core basis for the establishment and
transfer of goodwill rights. In Iran, this is
explicitly affirmed in the 1997 Law on
Landlord-Tenant Relations, where Article 6
underscores the role of agreement in

establishing the tenant’s entitlement to
sarqufli. Whether the payment is made at the
outset of the lease or during its term, the
agreement defines the scope of the tenant’s
privileges, such as lease renewal rights or
compensation at  termination.  These
provisions draw upon Islamic jurisprudence,
notably  Tahrir  al-Wasilah ~ (Mousavi
Khomeini), to ensure both religious legitimacy
and contractual enforceability. The courts,
drawing on this framework, have held that
even in the absence of explicit stipulations,
customary market practice (urf) may define
enforceable expectations between the parties
(Mousavi Khoei, 1997). This doctrinal
hybridization enables flexibility in practice
while rooting sarqufli in both divine and civil
sources. Similarly, in French law, the
contractual origin of entry rights is evident.
The Supreme Court ruling of 1953 recognized
the validity of entry rights established through
private agreement and exempted such
arrangements from judicial price controls
(Lyon-Caen & Renault, 1891). Whether the
payment is upfront or in installments, the
parties’ intent governs its form, value, and
consequences, reinforcing the sanctity of
freedom of contract within the broader
framework of commercial lease regulation
(Radé, 2014).

The conditions under which goodwill may be
transferred vary in each system. In Iran,
sarqufli can be transferred either through legal
mechanisms (inheritance, court ruling) or
private contracts. The former reflects its status
as a transferable financial right, akin to other
heritable assets (Seyfi-Zeynab, 2017). The latter
relies on mutual consent, usually stipulated in
the lease contract or a supplementary
agreement. Transferability depends on the
tenant’s legal capacity, and often involves
expert valuation. In France, goodwill may be
sold independently of the real estate,
underscoring its conceptual autonomy.
Transfers typically require written agreements



and compliance with tax and registration
obligations. The goodwill's value increases
over time as the tenant invests in branding,
customer relations, and location-specific
advantages. Importantly, French law protects
tenants’ commercial ownership rights through
statutory lease renewal provisions and
compensation for eviction without just cause.
These legal guarantees ensure that tenants'
investments in goodwill are preserved, thereby
promoting economic stability and fairness in
commercial leasing.

Finally, the distinction between goodwill and
commercial reputation is crucial in both
systems. In Iranian jurisprudence, goodwill
refers to a right established through contract
or statutory recognition, while commercial
reputation entails the tenant’s earned value
through successful business operation. The
former does not require proof of market
performance, whereas the latter demands
demonstrable evidence of client attraction and
business continuity. For example, only if the
tenant’s reputation is exploited by the landlord
or new tenant may compensation be claimed
(Javanmard, 2011). Valuation of such
intangible benefits depends on expert
testimony, guided by physical, environmental,
and transactional factors (Alizadeh Kharazi,
2009). French law integrates reputation within
the broader construct of fonds de commerce,
viewing clientele as an essential intangible
asset. Reputation is transferable and subject to
valuation, thus forming a recognized
component of commercial capital. While
Iranian law tends to treat reputation as
ancillary to sarqufli or haqq-e kasb o kar,
French jurisprudence explicitly acknowledges
it as part of the tenant’s proprietary interest.
This difference underscores a more robust
conceptualization of business reputation in
French legal thought, while the Iranian model
remains more tethered to contract and statute.
In conclusion, the comparative study of
sarqufli and analogous institutions in Iranian

and French law reveals fundamental
differences in conceptualization, legal
foundation, and application. While Iran
emphasizes contractual agreement and draws
heavily from Islamic jurisprudence to define
and justify sarqufli, France integrates
commercial customs, codified rights, and
doctrinal interpretation to construct a
multifaceted legal structure. Despite these
differences, both systems seek to strike a
balance  between protecting tenant
investments and respecting landlord property
rights. By understanding these mechanisms,
legal systems can better navigate disputes and
encourage stable commercial relationships in
increasingly competitive urban real estate
markets.
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