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The Legal Aspects of
Related Contracts with an Emphasis
on the Draft Common Frame of Reference

Habib Taleb Ahmadi', Artin Jahanshahi? Ali Abedi®

Abstract

Linked contracts refer to a set of independent contracts entered
into sequentially by identical or different parties for the purpose
of executing the main contract, without replacing one another.
These contracts, by virtue of sharing a common objective, form
a unified whole. Consequently, the termination of the main con-
tract results in the termination of the other contracts as well. In
the Draft Common Frame of Reference (DCFR), the concept of
linked contracts is introduced within the context of consumer
contracts. According to this framework, when the right of with-
drawal from the contract is exercised, the related credit contracts
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associated with the main contract are also terminated. This re-
search, conducted using a descriptive-analytical method and by
collecting information from library sources, seeks to answer the
question: under what conditions in the DCFR can two separate
contracts be considered linked, and how can the effect of termi-
nating one be extended to the other? The findings of the study
indicate that the criterion for linking two or more contracts is
the existence of contractual interdependence in terms of perfor-
mance and economic aspects. Although, on the face of it, only a
limited group of credit contracts-those concluded remotely or in
situations where a party needs to reconsider its decision regarding
the continuation of the contract—are covered by this law, as evi-
denced in German and French law, the rules of linked contracts
can also be applied to other types of contracts.

Keywords: Right of withdrawal, Contractual set, Termination of
contract, Principle of Privity, Independent Contracts.
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Introduction

The expansion of commercial relations and the growing
complexity of economic projects have made it increasingly com-
mon for a single transaction or economic operation to be imple-
mented through several formally independent contracts conclud-
ed between identical or different parties. Although each contract
may have its own subject matter, parties, obligations, and legal
identity, a shared purpose and economic or functional interde-
pendence may bring the contracts together as an integrated con-
tractual set. In such circumstances, the disruption, withdrawal, or
termination of one contract may affect the utility, performance,
or continued existence of the others.
Focusing on the Draft Common Frame of Reference (DCFR),
the article asks when legally separate agreements may be char-
acterized as linked contracts, what form their relationship takes,
and how withdrawal from or termination of the principal con-
tract affects associated agreements. Particular attention is given
to consumer transactions in which the acquisition of goods or
services is financed under a separate credit agreement. The study
also compares the DCFR approach with German and French law
and examines whether, and on what legal basis, the concept may
be recognized under Iranian law.

Discusion and Results

The research employs a descriptive, analytical, and com-
parative method based on library sources. The relevant provi-
sions of Book II of the DCFR concerning withdrawal and linked
contracts are examined alongside German rules on economically
connected transactions and French legislation and case law on
contractual sets. The position of Iranian law is assessed by refer-
ence to freedom of contract, contractual binding force, privity,
Articles 10, 220, and 231 of the Iranian Civil Code, the doctrines
of suspensive termination and resolutory conditions, Article 37
of the Electronic Commerce Act, and examples drawn from the
General Conditions of Contract for public works.
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The first major finding is that a contractual set must be
distinguished from a chain of contracts. A contractual set con-
sists of independent agreements that normally operate in parallel
and contribute to a shared economic project or objective. Each
retains its formal legal identity, but all participate in the realiza-
tion of one broader operation. A contractual chain, by contrast,
is defined primarily by the successive conclusion of agreements,
continuity of subject matter, and the transfer or replacement of
one transaction by another. A supply chain involving a producert,
distributor, retailer, and consumer is a typical example.

Identity of parties, simultaneous formation, similarity of
subject matter, or a general commercial relationship is therefore
insufficient, by itself, to establish linked contracts. The decisive
elements are an economic connection and functional interde-
pendence. The agreements must participate in a common proj-
ect so closely that the disappearance of one makes performance
of another impossible, deprives it of its rational economic pur-
pose, or materially undermines the operation for which the par-
ties contracted. Close economic cooperation, express or implied
cross-reference between the documents, and the substantive re-
lationship of each contract to the shared project are important
indicators. Formal separation consequently does not preclude the
law from recognizing the contracts as components of a single
economic and functional structure.

Without supplying an exhaustive definition, the DCFR
identifies four illustrative situations in which a supply contract and
a credit agreement may be economically linked. First, the supplier
of the goods or services may itself provide the credit. Second, a
third-party creditor may use the supplier’s assistance in preparing
or concluding the credit agreement. Third, the credit agreement
may expressly refer to particular goods or services, with the con-
nection proposed by either the supplier or the creditor. Fourth, an
analogous economic relationship may exist. These criteria closely
resemble the concept of an “economic unit” under section 358 of
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the German Civil Code. Although the DCFR provisions appear
in the consumer-credit context, the article considers the examples
illustrative rather than exhaustive.

Establishing interdependence requires attention to both
objective and subjective criteria. Objectively, a court must de-
termine whether each agreement is necessary to the common
economic operation, whether its obligations and counter-per-
formance were coordinated with those of other contracts, and
whether its removal would frustrate the overall project. Subjec-
tively, the knowledge of the parties, particularly a third party, con-
cerning the contractual network and its shared purpose is sig-
nificant. Such awareness may be inferred from express clauses,
cross-references, established cooperation between a seller and
creditor, coordinated preparation of documents, simultaneous
execution, or the surrounding circumstances.

The right of withdrawal operates as a protective response
to the consumer’s informational or economic vulnerability. It is
especially relevant where a contract is technically complex, con-
cluded hastily under aggressive sales pressure, made away from
business premises, or formed at a distance without an opportuni-
ty to inspect the product. Unlike ordinary termination for breach,
withdrawal does not require the consumer to prove non-perfor-
mance, deception, fault, or another substantive justification. It is
exercised through sufficiently clear notice to the other party; re-
turning the subject matter may itself constitute notice where the
circumstances demonstrate an intention to withdraw. The general
withdrawal period under the DCFR is fourteen days, and its com-
mencement depends on matters including formation, receipt of
the goods, and adequate notification of the right.

The central consequence of linked status is that a con-
sumer’s valid withdrawal from the principal contract for goods
or services also brings the associated credit agreement to an end,
thereby releasing the consumer from obligations whose eco-
nomic basis has disappeared. The effect is generally unilateral and
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asymmetrical. Termination of the principal agreement extends to
an ancillary financing contract, whereas termination of the credit
agreement or another ancillary contract does not necessarily ter-
minate the principal supply agreement. This result is exceptional
because it qualifies contractual independence and privity. Itis jus-
tified only where economic unity, operational dependence, and
the third party’s awareness of the common transaction are estab-
lished. The analysis therefore distinguishes the transmission of
contractual fate from an automatic transfer of liabilities among all
participants.

The comparative inquiry shows that French law has ad-
opted a broader approach, particularly following the 2016 reform
of the Civil Code. Under Article 1186, when several contracts
are necessary to a common operation and the disappearance of
one makes performance of the others impossible, the dependent
agreements also lapse. The consequence may arise even without
an express clause linking the contracts, provided that the person
against whom lapse is asserted knew of the overall operation when
consenting. French doctrine has supported this development by
reconsidering the category of third parties and identifying “con-
nected third parties,” who are not complete strangers to the trans-
action even though they did not sign every agreement. German
law reaches comparable consumer-protective results through the
notion of an economic unit.

Iranian law begins from a more restrictive position. Article
231 of the Civil Code provides that contracts ordinarily affect
only the parties and their successors; a merely economic or opera-
tional relationship therefore cannot, without more, justify the ex-
tension of termination to a separate agreement or to a third party.
Linked contracts must also be distinguished from a mixed or
composite contract. In a composite contract, different elements
are integrated from the outset into one legal relationship, while
linked contracts remain legally independent despite contributing
to a common end. Consequently, cascading termination cannot
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convincingly be justified by treating the network as a single com-
posite contract.

The more defensible Iranian basis is party autonomy, vol-
untary adherence, and a resolutory condition. Where the parties
expressly or impliedly make the continued existence of one agree-
ment conditional on the survival of another, disappearance of the
foundational contract may constitute fulfillment of a resolutory
condition and terminate the dependent agreement. The same rea-
soning may apply when a third party knowingly accepts the link-
age. Article 220 may assist in identifying an implied customary
term and the parties’ common intention, but economic associa-
tion alone remains insufficient. Although Iranian law has no gen-
eral right of withdrawal, Article 37 of the Electronic Commerce
Act grants consumers in distance contracts at least seven working
days to withdraw without giving reasons.

Conclusion

Linked contracts occupy an intermediate position between
the formal independence of agreements and the substantive unity
of an economic operation. A contractual set is established through
the combination of economic connection, functional interdepen-
dence, and sufficient knowledge or acceptance by the persons
concerned. The DCFR recognizes this structure mainly to protect
consumers from continuing credit obligations after the principal
transaction has ended, but its rationale may be cautiously applied
to other contractual networks. French law now recognizes the
concept more broadly, while German law emphasizes the eco-
nomic unit. Under Iranian law, however, transmission of termina-
tion should remain exceptional until an express statutory rule is
adopted. It must be grounded in common intention, an express
or implied linkage clause, a resolutory condition, or the informed
acceptance of a connected third party. This approach preserves
privity and legal certainty while preventing the artificial fragmen-
tation of a single economic operation and the imposition of obli-

gations whose practical and economic basis has disappeared.
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