When Iran Sued NASA: A Lesson
in Earnest Money and Space
Launch Transactions

September 2, 2024

Few cases stand out as starkly as the Telecommunication
Company of Iran (TCI) v. NASA. The case, heard by the Iran-US
Claims Tribunal (IUSCT) in 1984 dealt with the often
misunderstood concept of “earnest money” within the context of
space launch negotiations. The case highlights the critical
importance of understanding contractual obligations and the
risks inherent in international space agreements.

The Case in a Nutshell

On January 15, 1982, the Telecommunication Company of Iran
filed a claim against the National Aeronautics and Space
Administration (NASA), seeking the return of $100,000 paid as
“earnest money” during negotiations for launching two Zohreh
satellites. These satellites were intended to bolster Iran’s
domestic communications infrastructure. However, the
negotiations fell apart, and no final agreement was reached.
When TCI asked for their money back, NASA refused, leading to
the arbitration proceedings that followed.

Understanding Earnest Money in Space Transactions

Earnest money is a concept with roots in commercial practice,
often used to show a party’s seriousness in negotiations. In
the context of this case, the $100,000 paid by TCI was
intended as a non-refundable deposit that would either be
applied to the first payment of the launch services or
retained by NASA if the deal did not come to fruition. This
was clearly stated in NASA’s Management Instruction (NMI)
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8610.8, which governed the terms of such transactions.

TCI's position was straightforward: they believed that since
no agreement was finalized, the earnest money should be
returned. However, NASA argued that the payment was meant to
cover the costs incurred during the negotiation process,
whether or not an agreement was reached. The Tribunal accepted
the position of NASA, finding that the terms of NMI 8610.8
were clear and unambiguous, and TCI had accepted these terms
when they sent the payment.

The Tribunal’s Reasoning

The Tribunal’s reasoning in dismissing TCI’'s claim was
grounded in the principle that earnest money serves a vital
function in such negotiations. When a party like NASA invests
substantial time and resources into discussions with a
potential customer, it is not wunreasonable to require
compensation if those discussions do not lead to a contract.
The Tribunal emphasized that this practice is not uncommon in
commercial transactions, particularly those 1involving
significant investments of time and expertise.

The Tribunal found that the provisions of NMI 8610.8 were
“clear and unambiguous” and that TCI understood and accepted
these terms. The $100,000 payment was not a mere placeholder;
it was a firm commitment by TCI, indicating their intention to
move forward with the project. Even though the negotiations
eventually fell through, this did not change the nature of the
payment or NASA’s right to retain it.

Master List and Index to NASA Directives

NASA’'s Management Instruction (NMI) 8610.8 is part of a
broader set of directives that guide the agency’s operations.
The Master List and Index to NASA Directives provides an
exhaustive catalog of all NASA management directives in force
as of August 1, 1982. This includes major subject headings
showing number, effective date, title, responsible office, and



distribution code. The directives are comprehensive, covering
everything from delegations of authority to management
handbooks and safety standards.

Understanding these directives 1is crucial for any entity
engaging in transactions with NASA. They offer a roadmap of
the agency’s internal processes and expectations, ensuring
that parties entering into negotiations are fully informed of
their obligations. This comprehensive indexing underscores
NASA’s commitment to transparency and operational consistency,
essential elements when dealing with complex projects like
satellite launches.

Considerations for Dispute Resolution in Space-Related
Transactions

Notwithstanding that this arbitration was under the
specifically designed IUSCT (Iran-US Claims Tribunal), the
Telecommunication Company of Iran v. NASA case provides
valuable insights into how parties involved in space-related
transactions should formulate dispute resolution options.
Arbitration offers a neutral and structured forum for
resolving disputes that arise from these highly technical and
often international agreements.

When drafting contracts for space-related transactions,
parties should carefully consider the forum for dispute
resolution. Arbitration can be advantageous due to its
flexibility, confidentiality, and the ability to select
arbitrators with specific expertise in space law and related
fields. Moreover, the enforceability of arbitration awards
across borders under treaties like the New York Convention
provides an added layer of certainty in international
dealings.
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