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Abstract

Under Unification Ruling No. 811 of 22 June 2021, where the
property sold belongs to a third party and the buyer was
unaware of the invalidity of the sale, damages must be
assessed according to the general principles of compensation
rather than Article 522 of the Iranian Code of Civil
Procedure, provided that the purchase price was paid in
Iranian currency. The assessment must take account of the
increase in the prices of properties comparable to the subject
matter of the sale in type and characteristics. Since the
express wording of the ruling concerns only sales of property
belonging to third parties, some commentators adopt a literal
interpretation and argue that its application should be
confined to such transactions. They maintain that the transfer
of key-money rights (haqq-e sarqofli) constitutes a contract
distinct from a sale and should not necessarily be subject to
the same legal consequences. Accordingly, they reject the
application of the ruling to invalid transfers of key-money
rights. This study, however, examines whether the ruling can
be extended to such transfers by considering its underlying
rationale, the nature and binding force of unification rulings,
and the principle of liability for defective title (daman al-
darak). It argues that this form of liability arises from the
invalidity of a transaction and constitutes a form of non-
contractual liability that is not confined to contracts of sale.
The findings indicate that the compensatory approach
established in Ruling No. 811 can also be applied to invalid
transfers of key-money rights. Article 522 of the Code of
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Civil Procedure, which governs compensation for delayed payment of monetary
debts, does not directly address losses arising from the invalidity of such
transactions. Moreover, an adjustment based solely on general inflation indices may
fail to compensate the injured party for the actual loss suffered. Extending the
approach adopted in Ruling No. 811 to invalid transfers of key-money rights would
therefore be more consistent with the principle of full compensation and the
legislative rationale underlying the law of damages.
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Extended Abstract

Unification Ruling No. 733 of 7 October 2014, issued by the General Assembly of
Iran's Supreme Court, addresses the seller's liability to compensate a buyer where
the property sold is subsequently found to belong to a third party. Under this ruling,
if the buyer was unaware of the invalidity of the sale, the seller must compensate the
losses suffered by the buyer. Given the broad meaning of damages under Article 391
of the Iranian Civil Code, the seller is also required to compensate for any proven
decrease in the value of the purchase price received. Nevertheless, Ruling No. 733
did not specify a method for calculating such compensation, giving rise to further
inconsistencies in judicial practice. Most courts subsequently calculated
compensation by adjusting the purchase price according to the inflation indices
published by the Central Bank of Iran. This approach, however, focused on changes
in the general purchasing power of money rather than the actual loss associated with
the transaction. The resulting compensation could therefore fall short of the amount
required to place the injured buyer in the position that would have existed had the
loss not occurred. This interpretation was criticized as inconsistent with both the
rationale of Ruling No. 733 and the principle of full compensation. These
disagreements ultimately led the General Assembly of the Supreme Court to issue
Unification Ruling No. 811 on 22 June 2021. The latter ruling reaffirmed the seller's
obligation to compensate the buyer for losses arising from the invalidity of the sale,
including the decrease in the value of the purchase price, as previously recognized in
Ruling No. 733. It further clarified that, where the property sold belongs to a third
party, the buyer was unaware of the invalidity of the transaction, and the purchase
price was paid in Iranian currency, damages must be assessed according to the
general principles governing compensation. The court may refer the matter to an
expert where necessary and must determine the amount of compensation by
reference to the increase in the prices of properties comparable to the subject matter
of the sale in type and characteristics. The ruling expressly excludes such claims
from the scope of Article 522 of the Code of Civil Procedure. Nevertheless,
disagreements subsequently arose concerning the scope of Ruling No. 811,
particularly whether its compensatory approach could be extended to transactions
other than those expressly addressed in its wording. Some courts and commentators
have questioned the application of the ruling to cases falling outside its stated
subject matter. Article 161 of the Iranian Constitution assigns the Supreme Court
responsibility for supervising the proper implementation of laws by the courts and
ensuring uniformity in judicial practice. The issuance of unification rulings is one
means through which this supervisory function is exercised. Such rulings are
interpretative in nature and are intended to resolve conflicting judicial interpretations
of statutory provisions. In view of this function, the present study argues that there is
no inherent obstacle to applying the underlying reasoning of a unification ruling to
legally analogous situations. Indeed, such an approach may promote consistency in
judicial practice and reduce the need for the Supreme Court to issue successive
rulings on substantially similar questions. Where the law does not expressly regulate
a particular issue, the reasoning of an existing unification ruling may also provide
persuasive interpretative guidance, even if its binding effect in the circumstances
under consideration is disputed. In the present case, the study argues that Ruling No.
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811 should be understood as addressing the method of compensating an innocent
party for losses arising from an invalid transaction. Iranian law does not provide a
comprehensive statutory method for calculating such losses in every category of
contract. Although the ruling refers to Article 391 of the Civil Code, which concerns
contracts of sale, its principal significance lies in clarifying the method of
compensation under the latter part of that provision rather than merely restating the
seller's liability where the property sold belongs to a third party. Accordingly, the
study maintains that the reasoning of the ruling may be applied beyond the specific
circumstances expressly mentioned in its text, provided that the relevant legal
conditions and underlying rationale are sufficiently similar. This interpretation is
supported by the jurisprudential and legal foundations of liability for defective title
(daman al-darak), which arises from the invalidity of a transaction and may be
understood as a form of non-contractual liability rather than an obligation confined
exclusively to contracts of sale. On this basis, the compensatory approach
established in Ruling No. 811 may also be applied where a sale is invalid for reasons
other than the property belonging to a third party, or where another contract for
consideration is declared invalid. The invalidity of a contract transferring key-money
rights (haqq-e sarqofli) is not, according to the study, an exception to this reasoning,
even if such a contract is not legally classified as a sale. Furthermore, the application
of Article 522 of the Code of Civil Procedure to losses arising from an invalid
transfer of key-money rights is particularly difficult to justify, since that provision
concerns compensation for delayed payment of monetary debts rather than the
assessment of losses resulting from contractual invalidity. The legislature has not
prescribed a specific alternative method for calculating compensation in this
situation. Consequently, reliance on general inflation indices may be insufficient
where the actual loss suffered by the transferee reflects changes in the value of
comparable key-money rights. The study therefore argues that the compensatory
method established in Ruling No. 811 offers an appropriate basis for determining
damages arising from an invalid transfer of such rights. This interpretation is
consistent with the objective of restoring the injured party, insofar as monetary
compensation can do so, to the position that existed before the loss occurred. The
study concludes that the reasoning underlying Unification Ruling No. 811 should be
extended to invalid transfers of key-money rights, subject to the relevant legal
conditions, to ensure more comprehensive compensation for the injured transferee
and greater consistency in the application of the law.
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