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Introduction

The emergence of the Metaverse has transcended the boundaries of science fiction or mere
entertainment platforms, evolving into a colossal economic ecosystem where the volume of
virtual real estate transactions rivals traditional housing markets. When virtual land parcels are
traded for significant sums on platforms like Decentraland or The Sandbox, private law is
compelled to step out of its traditional shell and confront a reality where geography has lost its
conventional meaning. The central challenge arises when a dispute occurs between parties in
these virtual environments. In the physical world and traditional legal paradigms, jurisdiction
and the governing law are inextricably linked to “geography”; the classic principle of Lex Loci
Rei Sitae (the law of the place where the property is situated) has been the anchor of private
international law for centuries. However, a formidable question presents itself: In a world where
place does not exist in the physical sense and the asset is stored on cloud servers distributed
across multiple continents, where is the place of the property?

This geographical confusion confronts the institution of arbitration-as the most efficient method
for resolving commercial disputes-with a theoretical crisis. Traditional arbitration always
requires a physical seat to determine the nationality of the award and its judicial protection.
However, in Metaverse arbitrations, which are often conducted decentrally on the blockchain,
determining the governing law and the seat of arbitration has become a convoluted dilemma.
This issue becomes even more complex when weighed against the scales of Islamic
jurisprudence (Figh), particularly in a comparative study between Imami (Shi‘a) and Shafi'i
(Sunni) jurisprudence. The necessity of this research stems from the fact that the legal systems
of Iran and many Islamic countries have not yet taken a clear stance on the legal nature of digital
assets. The silence of the legislator should not lead to a deadlock in adjudication; Article 167
of the Iranian Constitution obliges judges (and by extension, arbitrators) to refer to authoritative
Islamic sources. Here, the subtle but fundamental differences between Shafi'i and Imami
foundations offer divergent paths for arbitrators. Shafi'i jurisprudence, with its emphasis on
tangibility and strict avoidance of uncertainty, poses serious challenges to accepting the
property value of virtual lands. In contrast, Imami jurisprudence, relying on rational desireand
the customary definition of property, shows greater flexibility. This study aims to answer how,
in the absence of physical location, a Metaverse arbitrator can select the substantive law and
whether the jurisprudential differences regarding the nature of these assets prevent the
enforcement of arbitral awards?

Method

This article employs a descriptive-analytical research method, utilizing library data collection
to analyze the challenges of adjudication in the Metaverse. The study adopts a comparative
approach, juxtaposing the principles of Imami jurisprudence (representing a rationalist/custom-
oriented approach) with Shafi'i jurisprudence (representing a text-oriented/cautious approach).
The research process involves three stages: First, the technical and legal anatomy of Metaverse
real estate (NFTSs) is dissected to distinguish between physical objects (Ayn) and data. Second,
the efficiency of traditional conflict of laws rules, specifically Lex Loci Rei Sitae and Article
966 of the Iranian Civil Code, is critically evaluated in the context of blockchain technology.
Finally, by invoking jurisprudential rules such as the believers are bound by their conditions
and analyzing the legitimacy of smart contracts, a solution is proposed for the governing law
and the enforcement mechanism. This study critiques existing literature, which has largely
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focused on cryptocurrencies (money), and shifts the analytical lens toward virtual real estate
and procedural law, addressing the gap in enforcing arbitral awards for decentralized assets.

Results

The findings of this research reveal fundamental distinctions between the two schools of
thought regarding the nature of the subject matter and the applicable law:

A) The Nature of Property and the Challenge of Gharar: The investigation shows that the
primary obstacle in accepting Metaverse disputes is not the technology itself, but the rigidity of
traditional definitions of property. In Shafi'i jurisprudence, the validity of a sale often hinges on
the object being tangible and visible to avoid uncertainty. The uncertainty here is twofold:
uncertainty in existence, as the asset is merely code and uncertainty in delivery, as the asset
depends on the server's uptime. Consequently, a Shafi'i arbitrator might invalidate the
underlying contract and the arbitration clause due to the risk of non-existence, creating a
deadlock. Conversely, Imami jurisprudence, utilizing the principle of ignoring minor
uncertainty and defining property based on rational utility regardless of physical substance,
easily accommodates NFTs as valid subject matter. Therefore, an Imami arbitrator can rule on
the validity of the contract based on the general principle of “Fulfill Your Contracts”.

B) The Collapse of Territorial Rules: The analysis of conflict of laws rules demonstrates that
the classic principle of Lex Loci Rei Sitae has structurally collapsed in the blockchain
environment. Attempts to attribute Metaverse properties to the location of servers or the
domicile of the creating company are futile and constitute preference without a preferrer, as the
distributed ledger technology (DLT) dissolves the concept of a singular location. The findings
reject the notion of Cyberspace as a Sovereign State due to the lack of enforcement power and
sovereignty required by both international law and Islamic Figh.

C) Party Autonomy as the Legal Anchor: The research establishes that in the absence of
location, the only stable and citeable element is Party Autonomy. Both jurisprudential schools
agree on the binding nature of conditions agreed upon by parties. However, a crucial distinction
emerges: In Shafi'i Figh, a void condition (e.g., choosing a law that permits usury/Riba) often
voids the entire contract. In contrast, the dominant Imami view accepts the theory of
severability, allowing the arbitrator to disregard the void condition while upholding the
arbitration agreement itself.

Conclusions

The study concludes that the legal and jurisprudential deadlock in Metaverse arbitration can be
resolved by shifting the paradigm from territorial sovereignty to party autonomy and technical
enforcement. Firstly, the governing law should not be determined by the physical location of
servers or users, but by the implied or explicit choice of the parties, often pointing towards
Digital Trade Customs or the platform's internal protocols, provided they do not contravene
mandatory Shari‘a prohibitions. Secondly, the most significant contribution of this research
pertains to the enforcement of awards. The traditional enforcement mechanism via state courts
is ineffective for encrypted, anonymous assets. The proposed solution is the integration of
arbitration clauses with Smart Contracts. This allows for Self-Executing Awards where the
transfer of the NFT occurs automatically upon the arbitrator's decision, removing the need for
state intervention. From a jurisprudential perspective, this automated execution is legitimized
through:
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1) Imami Jurisprudence: The concept of Irrevocable Agency or Condition of Action, where
parties grant the smart contract the agency to execute the award.

2) Shafi'i Jurisprudence: The concept of Delegationwithin a binding contract, ensuring that
the consent remains valid throughout the process.

Based on these findings, it is suggested that legislators amend arbitration laws (such as Art. 27
of the Iranian Law on International Commercial Arbitration) to explicitly prioritize the law
chosen by parties for location-less digital assets. Furthermore, legal systems should recognize
digital wallet addresses as valid legal domiciles and accept NFTs as collateral to facilitate the
enforcement of justice in the digital age. Ultimately, Islamic jurisprudence possesses the
dynamic capacity to regulate the Metaverse, provided it moves beyond the strictures of
tangibility and embraces the rational norms of the digital market
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