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NOTE:

* At the time of writing, the situation in the Gulf is still
evolving, therefore, the following addresses some of the
legal 1implications arising from the Memorandum of
Understanding (the “MOU”) on the facts as they are
currently understood

* Any opinions expressed during this webinar by employees
of McNair International are subject to change and do not
constitute legal advice
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1. The MOU

* The MOU was signed electronically on 17 June 2026 by
President Trump on behalf of the USA (in the Palace of
Versailles), President Pezeshkian on behalf of Iran (in
Tehran), and Prime Minister Sharif as the deal’s endorser

(in Islamabad)




1. The MOU (Cont.)

* The MOU was signed 1n English and Persian

* 'Thereafter the full text of the English version was read to
the media by a senior USA administration official the

same day!

' Note that neither the USA nor Iran have published the MOU itself and
save for the version read to the media, as then published across news
outlets globally, no other version is in the public domain. Accordingly, a
copy of the MOU, as reported by such a news outlet (CNN), is available
here https://edition.can.com/2026/06/17/middleeast/us-iran-war-mou-

text-intl.
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1. The MOU (Cont.)

* Given the disagreements between the USA and Iran, in
summary the MOU potentially addresses the following

1ssues:

- Para 1: Immediate ceasefire on all fronts including Lebanon

- Para 2: Mutual respect for sovereignty

- Para 3: Deadline for negotiating the final deal

- Para 4: Removal of the USA’s naval blockade

- Para 5: Safe passage of commercial vessels in Strait of Hormuz

- Para 6: USD 300 billion reconstruction and economic
development plan

- Para 7: Termination of all types of USA sanctions against Iran




1. The MOU (Cont.)

* Para 8: No procurement or development of nuclear weapons
e Para 9: Preservation of the status quo

e Para 10: Waivers of previously sanctioned Iranian crude oil

e Para 11: Re-availability of Iranian frozen or restricted funds

e Para 12: Executive mechanism to monitor the MOU’s
implementation

* Para 13: Negotiation of a final deal
* Para 14: Endorsement of a final deal by a UNSC resolution
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2. Legal Nature of the MOU MUK

e What is a MOU? See for example the FCDO Guidance.

* Commentators differ on whether the MOU is a legally
binding agreement between the US and Iran (i.e. a treaty)

* In Qatar v. Bahrain (1994), the ICJ defined “#reaty” by
reference to Article 2(1) of the Vienna Convention on the
Law of Treaties

* 1In Aegean Sea Continental Shelf (1978), the 1CJ stated:

- Ut knows of no rule that of international law which might preclude a
Joint communique from constituting an international agreement to
submit a dispute to arbitration or judicial settlement’; and

- “the Court must have regard above all to its actual terms and to the
particular circumstances in which it was drawn up”




2. Legal Nature of the MOU (Cont.)

* Two Broad Categories of Clauses/Paragraphs in the MOU:

1) Those creating pre-conditions for commencing negotiations
towards a “Final Agreement”

o Specifically paragraphs 1, 4, 5, 10 and 11

o E.g. paragraph 4: “Dmmediately upon the signing of this MOU, the
United States of America will begin the removal of its naval blockade
and any disturbances or impediments against the Islamic Republic of
Iran, and will fully end the naval blockade within 30 days. During this
period, the traffic of vessels will be in proportion to the numbers of pre-
war traffic being restored by the Islamic Republic of Iran. The United
States of America further undertakes to remove its forces from the

proxaimity of the Islamic Republic of Iran within 30 days after the final
deal.”




2. Legal Nature of the MOU (Cont.)

2) Those the parties are still to negotiate and formalize through a
“Final Agreement” (subject to the implementation and continuing
implementation of paragraphs 1, 4, 5, 10 and 11)

o E.g. paragraph 7: “The United States of America undertakes to
terminate all tpes of sanctions against the Islamic Republic of Iran,
including the United Nations Security Council resolutions, LAEA
Board of Governors resolutions, and all unilateral US sanctions,
primary and secondary, in an agreed upon schedule as part of the final
deal. The Islamic Republic of Iran and the United States of America
acknowledge the critical importance of the sanctions termination issue
above mentioned, and expressed their intentions to immediately address
these issues in the negotiations in order to achieve mutual agreement on
them.”




2. Legal Nature of the MOU (Cont.)

* Paragraph 13: “After signing this MOU, and subject to the beginning of the
implementation of paragraphs 1, 4, 5, 10 and 11 of this MOU, and the continuing
implementation of these measures, the United States of America and the Islamic

Republic of Iran will start negotiations regarding the final deal exclusively on the
other paragraphs”
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2. Legal Nature of the MOU (Cont.)

* Statements issued by Iran and the US in this regard
do not necessarily align

- Iran: Parties would need to commence and fully implement
paragraphs 1, 4, 5, 10 and 11 of the MOU. Additionally,
“full implementation” of paragraph 1 is an “essential condition for
achieving a final and lasting agreement”’

- The US: The White House and the US State Department
have issued conflicting statements. The White House’s
understanding of paragraph 1 of the MOU is consistent
with the Iranian understanding of it. The State Department,
and Secretary Rubio indicated that the overall US-Iran
peace process 1s distinct and separate from the ongoing
conflict in Lebanon




2. Legal Nature of the MOU (Cont.)

o Paragraph 1: “The United States of America and the Islamic
Republic of Iran and their allies in the current war are signing this
MOU fto declare the immediate and permanent termination of
military operations on all fronts, including in I.ebanon, and
undertake from now on not to initiate any war or any military
operation against each other, and to refrain from the threat or use of
force against each other, and ensuring the territorial integrity and
sovereignty of Lebanon. The final deal will confirm the permanent
termination of the war on all fronts, including in 1ebanon and other
provisions of this paragraph” (emphasis added)
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3. Implementation of the MOU

* On 30 June to 1 July 2020, the first round of talks following the
MOU?’s signature took place in Doha

* On 7 July 2026, it was announced that Israel and Lebanon
would hold talks mediated by the USA in Rome on 15-16 July
2026

- Lebanon and Israel “agreed on the structure and guidelines for the

pilot zone process, to be finalised and implemented in the coming
davs.” Questions remain recarding where the pilot zones would be
y g g p

* On 11 July 2026, the Iranian Foreign Minister, Abbas Araghchi,
met with Oman’s Foreign Minister, Badr Al Busaidi, in Muscat
to discuss navigation through the Strait of Hormuz with Qatari
officials in attendance

* Current status of implementation (??)




3. Implementation of the MOU

e Timeline of events:

- US:

o 8 July: President Trump stated “i#s over” regarding the
ceasefire

0 10 July: White House notified Congress of recommencement
of military action on 7 July

0 13 July: Stated its intention to reinstate the naval blockade of
Iran’s ports

- Iran:
o 11 July: IRGC declared the closure of the Strait of Hormuz

o 13 July: Foreign Ministry spokesperson warned that the MOU
had entered a “crisis phase”

o 14 July: Iran formally introduced a bill in its Parliament to
assert control over the Strait of Hormuz
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4. Strait of Hormuz (re-opening) MEN AR

* Per paragraph 4 of the MOU:

“Tmmediately upon the signing of this MOU, the United States of America will begin the
removal of its naval blockade and any disturbances or impediments against the Islamic
Republic of Iran, and will fully end the naval blockade within 30 days. During this period,
the traffic of vessels will be in proportion to the numbers of pre-war traffic being restored by
the Islamic Republic of Iran. The United States of America further undertakes to remove
its forces from the proximity of the Islamic Republic of Iran within 30 days after the final
deal” (emphasis added)

* Per paragraph 5 of the MOU:

“Upon the signing of this MOU, the Islamic Republic of Iran will make arrangements
using its best efforts for the safe passage of commercial vessels with no charge, for 60 days
only, from the Persian Gulf to the Sea of Oman and vice versa. The traffic of commercial
vessels will immediately start, and considering the need for removing the technical and
military obstacles, and de-mining by the Lslamic Republic of Iran will be instated within 30
days. The ILslamic Republic of Iran will conduct dialog with the Sultanate of Oman to
define the future administration and maritime services in the Strait of Hormuz in
discussion with other Persian Gulf littoral states in line with the applicable international
law and the sovereign rights of coastal states of the Strait of Hormu” (emphasis added)




4. Strait of Hormuz (re-opening)

* Per paragraph 10 of the MOU:

“The United States of America undertakes that immediately upon the
signing of this MOU and wuntil the termination of sanctions, US
Department of Treasury will issue watvers for the export of Iranian crude
0tl, petrolenm products and derivatives, and all associated services,
imcluding banking  transactions, _insurances, _transportation, etc.”

(emphasis added)
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4. Strait of Hormuz (control)

* Per paragraph 5 of the MOU:
“Upon the signing of this MOU, the Lslamic Republic of Iran will

make _arrangements using its best efforts for the safe passage of

commercial vessels with no charge, for 60 days only, from the Persian
Gulf to the Sea of Oman and vice versa. The traffic of commercial
vessels will immediately start, and considering the need for removing

the technical and military obstacles, and de-mining by the Islamic
Republic of Iran will be instated within 30 days. The Islamic
Republic of Iran will conduct dialog with the Sultanate of Oman to
define the future administration and maritime services in the Strait of
Hormuz in discussion with other Persian Gulf littoral states in line
with the applicable international law and the sovereign rights of
coastal states of the Strait of Hormu” (emphasis added)
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4. Strait of Hormuz (control)

Transit Passage Regime under the United Nations
Convention on the Law of the Sea (1982):

- Article 38 provides:

“...all ships and aircraft enjoy the right of transit passage, which
shall not be impeded”

- Article 42.1 provides

“...States bordering straits may adopt laws and regulations relating
to transit passage through straits, in respect of all or any of the
Jfollowing: (a) the safety of navigation and the regulation of maritime
traffic, as provided in article 41; (b) the prevention, reduction and
control of pollution...(c) with respect to fishing vessels...(d) the
loading or wunloading of any commodity, currency or person in
contravention of the customs, fiscal, immigration or sanitary laws
and regulations of States bordering straits”




4. Strait of Hormuz (control)

- Article 44 provides:

“States bordering straits shall not bamper transit passage and shall

give appropriate publicity to any danger to navigation or overflight
within or over the strait of which they have knowledge. There shall
be no suspension of transit passage” (emphasis added)




4. Strait of Hormuz (control)

* Innocent Passage Regime under UNCLOS (1982):

- Article 17 provides:
“...ships of all States, whether coastal or land-locked, enjoy the right of

innocent passage through the territorial sea.”
- Article 19 provides:

“Passage is innocent so long as it is not prejudicial to the peace, good order or
security of the coastal State...”

- Article 26 provides:

“1. No charge may be levied upon foreign ships by reason only of their passage
through the territorial sea.

2. Charges may be levied upon a foreign ship passing through the territorial sea
as payment only for specific services rendered to the ship. These charges shall be
levied withont discrimination”

- Article 45 provides

“...There shall be no suspension of innocent passage through such straits.”
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4. Strait of Hormuz (control)

* In a Joint Letter to the United Nations dated 11 May
2026, the UAE, Saudi Arabia, Qatar, Kuwait, Bahrain,
and Jordan called upon the Security Council and
Secretary-General to:

“Demand that the Islamic Republic of Iran immediately
and publicly renounce any claim to or threat of unilateral
control_over the Strait of Hormug, and that it_refrain
from adopting or implementing any rules, measures, fees or
threats including the laying of mines or the establishment
of discriminatory classifications, that would restrict or
impede international navigation” (emphasis added)




5. Commercial and Shipping Contracts

* FPollowing the Strait of Hormuz’s closure on 28 February
20206, and in the event English law applies to the contract
in question, then a party may consider exercising a
contractual force majeure right or invoking the common
law doctrine of frustration?

2 For further information on this, including as to the position under
Emirati and Qatari law see McNair International’s Webinar with Sultan Al-
Abdulla & Partners and Habib Al Mulla and Partners dated 14 April 2026

available here: mcnair-international-webinar-the-us-israel-vs-iran-conflict-

the-impact-on-commercial-contracts,-14.04.2026.pdf

INTERNATIONAL
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5. Commercial and Shipping Contracts (Cont.)

* As to force majeure, whether a party may rely on such a
contractual right depends on what the clause provides for:

(1) whether a party 1s entitled to cancel the contract (or the
contract is automatically cancelled)

(2) whether a party 1s excused from performance wholly or
partially; and/or

(3) whether a party 1s entitled to suspend performance or
extend time

* As to frustration, whether a party may invoke this
doctrine depends on whether a supervening event not
caused by the parties renders the contract impossible to
perform such that it transfers the contractual obligations
to be performed into something “radically different™

3See National Carriers v Panalpina [1981] 1 All ER 161; Davis Contractors v Fareham UDC
[1956] AC 696; The Super Servant Two [1989] EWCA Civ 0).




6. Investments of and in Iran

* Per paragraph 11 of the MOU:

“The United States of America undertakes to make fully available for use the frozen
or restricted funds and assets of the Islamic Republic of Iran upon the implementation of
this MOU. The United States of America and the Islamic Republic of Tran will
mutually agree on the procedures related to the release of these funds during negotiations.
Such funds, whether retained in the original account or transferred, shall be made fully
usable for payment to any ultimate beneficiary designated by the Central Bank of the
Islamic Republic of Iran. The United States of America undertakes to issue all
necessary licenses and authorizations accordingly”

* Per paragraph 6 of the MOU:

“The United States of America undertakes with regional partners to develop a
definitive, mutually agreed plan with at least USD 300 billion for the reconstruction
and economic development of the Islamic Republic of Iran. The mechanism for the
implementation of this plan will be finalized as part of a final deal within 60 days. All
required licenses, waivers and permissions needed for the relevant financial transactions

will be granted by the United S'tates of America™




6. Investments of and in Iran (Cont.)

* On 15 June 2026, in an interview given to Fox News,
Vice US President Vance stated Iran would not get a
“single dime of American money” and what the agreement (i.e.
the MOU) says 1s that “if the Iranians behave and if there are
sanctions relief and if the Iranians are integrated into the world
economy, we would invite other countries, not us, but other countries
fo invest in their country” (emphasis added)*

*See Fox News interview with Vice US President on 15 June
2026 available here: https://www.foxnews.com/media/jd-vance-

reveals-details-us-iran-deal-addresses-whether-taxpaver-money-go-

tehran’msockid=20c94225eb216ed312765554ea3c61eb
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6. Investments of and in Iran (Cont.)

e On 17 June 2026, in an interview given during the
American “The Megyn Kelly Show”, Vice US President
Vance sought to clarify that:

“...all these people say, “Well, you know, you're giving Iran money.”
No, no, no. We're saying that if the Iranians change their behaviour,
we’re going to let some of these other countries invest in rebuilding their
country and creating some prosperity for their people’”

>See The Megyn Kelly Show interview with Vice US President on 17 June
2026 available here: https://www.ndtv.com/wotld-news/jd-vance-explains-
how-us-300-billion-reconstruction-fund-to-iran-would-work-11646914
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7. Unresolved Matters

The MOU leaves to negotiation:

M
2)

(3)
)
()

)

the final agreement;

the mechanism to implement the $300 billion reconstruction
plan;

the schedule to the final deal of the sanctions to be terminated;
the mechanism for disposing of stockpiled enriched materials;

the procedures for the release of Iran’s frozen or restricted funds
and assets; and

the executive mechanism to monitor the MOU’s implementation
and compliance with the final deal

The MOU stipulates a 60-day window to agree and
negotiate the final deal

The MOU omits to provide for a dispute resolution
mechanism

INTERNATIONAL




Final Remarks
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