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Abstract

The inclusion of liquidated damages in contracts allows
the obligee to claim the predetermined damages without
needing to prove the occurrence or extent of loss, merely
by demonstrating the breach of obligation by the obligor.
In  monetary obligations, unlike non-monetary
obligations, determining the amount of liquidated
damages as a guarantee for these obligations has
consistently been a significant and contentious issue.
Another challenge in this area is the scope of monetary
obligations concerning cryptocurrencies.

Some argue that obligations exceeding the declared
inflation index are contrary to mandatory rules and thus
invalid, while others view them as valid under Articles 10
and 230 of the Civil Code. Ultimately, with the issuance
of Supreme Court Ruling No. 805 dated 16/10/1399,
specifying liquidated damages in monetary obligations is
deemed valid regardless of whether it exceeds officially
declared price indices (inflation rates), provided it does
not contradict mandatory laws and regulations, including
monetary regulations. However, this ruling requires
adjustment to prevent unreasonable and excessive
liquidated damages due to conflicts with public order and
good morals, as well as its unfairness.

Additionally, this ruling pertains specifically to monetary
obligations involving conventional currencies and does
not extend to cryptocurrencies due to their non-

recognition as payment instruments under Iranian law. This situation may
change in the future with subsequent legislation or increased adoption of
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Extended Abstract

The determination of the amount of liquidated damages in monetary
obligations has always been challenging due to its potential conflict with
mandatory rules. Another challenge in this area is the scope of monetary
obligations concerning digital currencies. This research, conducted using an
analytical-descriptive method and library resources, aims to provide an
appropriate criterion for determining liquidated damages in monetary
obligations and clarifying the scope of these obligations.

Regarding the determination of liquidated damages in monetary
obligations, some scholars argue that liquidated damages are only valid up to
or less than the central bank's rate, categorizing this as a mandatory rule and
deeming any contrary agreement invalid due to its conflict with public order
and moral ethics. Alongside the formation of arguments justifying the
necessity for limiting and constraining liquidated damages in cash
obligations, another viewpoint emerged justifying the absence of legal
prohibition on specifying liquidated damages even beyond the central bank's
rate. The main argument for this viewpoint relies on general legal principles
such as the principle of validity and the freedom of contracts.

According to the principle of freedom of contracts enshrined in Article
10 of the Civil Code, agreements between individuals are valid as long as
they do not explicitly contradict the law. Given this point, and since there is
no explicit legal prohibition against determining liquidated damages for cash
obligations, agreements to specify liquidated damages—even if exceeding
inflation rates—are generally valid.

Ultimately, Supreme Court's Unification Opinion No. 805 dated January
6, 2020, accepted the foundations of the second viewpoint and deemed the
determination of liquidated damages in monetary obligations subject to
Article 230 of the Civil Code and the latter part of Article 522 of the Code of
Civil Procedure for Public and Revolutionary Courts in Civil Matters
approved in 1379 (2000), even if it exceeds officially announced price
indices (inflation rate). However, this is conditional on the liquidated
damages not conflicting with mandatory regulations, including monetary
regulations.

Nevertheless, this unification opinion requires adjustment. From Articles
10 and 230 of the Civil Code and principles supporting the validity and
legitimacy of liquidated damages exceeding the central bank's rate, it should
not be concluded that liquidated damages can be challenged at any amount.
In fact, the primary and significant ruling on respecting contract freedom and
party autonomy is valid only to the extent that it does not conflict with the
compensatory nature of liquidated damages and does not clash with another
significant ruling during execution. Similarly, if the specified liquidated
damages are so excessive that they conflict with other principles and laws, it
may be subject to adjustment or annulment to prevent unreasonable and
excessive liquidated damages due to conflicts with public order, moral ethics,
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and fairness.

Consequently, parties' free will must operate within these limitations;
they cannot stipulate excessive damages or liquidated amounts for trivial
sums. In other words, stipulating excessive liquidated damages contradicts
both parties' true intentions and public order; such a condition should foster
trust and confidence between parties. If excessive stipulations hinder a
promisor’s practical ability to perform or lead to undesirable economic and
social consequences, they should not be recognized by courts. Therefore,
specifying liquidated damages exceeding announced inflation rates in
monetary obligations cannot exceed actual incurred losses; excessive and
unreasonable liquidated damages must be adjusted due to their conflict with
mandatory laws, public order, and moral ethics within Iran’s legal system.

To determine the scope of monetary obligations, one can refer to
Supreme Court's Unification Opinion No. 90 dated December 25, 1974
(1353) interpreting what the legislator meant by cash in Article 719 of the
former Code of Civil Procedure. According to this opinion, cash includes any
type of circulating currency whether domestic or foreign. Thus, under a
narrow interpretation, monetary obligations pertain to circulating currencies
and do not include non-circulating currencies such as digital currencies. Even
if we adopt a broader interpretation that encompasses all types of money—
including both circulating and non-circulating—digital currencies cannot fall
within monetary obligations since they have not yet been recognized by
Iranian law. However, this situation may change with new legislation or
increased use of cryptocurrencies in the future.
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40. Cryptocurrency
41. Fiat Money

42. Jodi Tommerdahl dntroduction to the block chain, bit coin, and other crypt currencies for
educators, 2024, published online.
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