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ABSTRACT

Employing a descriptive-analytical approach and library-based research method, this study examines the jurisprudential and
legal dimensions of the institution of the “rescheduling of claims arising from banking contracts,” with particular emphasis on
the latest directives issued by the Central Bank of the Islamic Republic of Iran, especially the Executive Directive on the
Procedures for Rescheduling the Claims of Credit Institutions, approved in 2019, and the new Central Bank Law, approved on
June 20, 2023. The principal research question concerns the boundary between Sharia-compliant rescheduling and usurious
deferment (riba arising from deferment), and the extent to which the Central Bank’s recent directives have succeeded in
clarifying and operationalizing this boundary from jurisprudential and legal perspectives. The findings indicate that, in light of
Qur’an 2:280, the rule of hardship (‘usr wa haraj), the principle of no harm (la darar), and the maxim al-ajal qistun min al-
thaman (“deferment constitutes a portion of the price”), the granting of additional time is, in itself, permissible and indeed
commendable. Its legitimacy, however, is conditional upon the absence of any stipulation requiring an increase in consideration
in exchange for extending the repayment period and upon the conclusion of a new agreement based on genuine Islamic contracts,
such as settlement (sulh), debt purchase, novation, and participatory contracts. From a legal perspective, rescheduling must also
be undertaken within the framework of the principle of freedom of contract, the binding force of contracts, the principle of no
harm, and the prohibition of unreasonable contractual terms so as to avoid conflict with the general rules governing contracts.
The comparative analysis conducted in this study, drawing on the Sharia standards of international institutions such as the
Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI), the resolution of the International Islamic
Figh Academy of the Organisation of Islamic Cooperation concerning the rescheduling of debts, and the supervisory principles
of the Islamic Financial Services Board (IFSB), alongside the experiences of Malaysia and Indonesia, demonstrates that Iran has
moved in a direction consistent with international standards in terms of Sharia compliance; however, it continues to lag behind
in technological infrastructure, contract standardization, and centralized supervision. The findings further show that the
adoption of the new Central Bank Law, by formally recognizing the binding authority of the Sharia Council, constitutes an
effective step toward resolving previous ambiguities. Nevertheless, shortcomings such as the merely formal or fictitious use of
certain rescheduling contracts, weaknesses in credit-scoring systems, and the absence of standardized legal templates remain
significant challenges. Finally, the article proposes practical and research-oriented solutions for reforming the structure of bank-
claim rescheduling.
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performing claims.
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EXTENDED SUMMARY
The rescheduling of claims arising from banking contracts constitutes one of the most sensitive
intersections of Islamic jurisprudence, private law, banking regulation, and financial risk
management. In an Islamic banking system, any mechanism designed to grant additional time to a
debtor must simultaneously address the economic need to preserve bank asset quality, the legal
requirement of contractual certainty, and the Sharia prohibition against increasing a debt merely in
consideration of time. The central problem is therefore not whether rescheduling is permissible in
principle, but how to distinguish legitimate deferment from usurious deferment and how to structure
new contractual arrangements without transforming the extension of maturity into a disguised form
of riba. This problem has become particularly important in Iran because of the growth of non-
performing claims, the increasing use of restructuring and rescheduling mechanisms, and the
gradual development of a more formalized regulatory framework for dealing with distressed bank
debt. Prior Iranian scholarship has examined the legal and jurisprudential foundations of
rescheduling, the risks of fictitious or merely formal banking contracts, and the accounting and
regulatory implications of reclassifying non-performing claims after restructuring (Bagheri &
Sahranavard, 2021; Kiani Ghalehno & Davarpanah, 2022; Raghebi et al., 2022; Shirali et al., 2020).
Other studies have emphasized that the legal effectiveness of rescheduling depends on genuine
contractual intent, conformity with mandatory rules, and the avoidance of contractual techniques
that merely rename an unlawful increase without changing its economic substance (Matlabi
Hafshejani et al., 2023; Pourseid & Khodadadi, 2023). Accordingly, the present study seeks to provide
an integrated jurisprudential and legal analysis of the rescheduling of claims arising from banking
contracts, with particular attention to the latest regulatory developments of the Central Bank of the
Islamic Republic of Iran, the strengthened role of Sharia supervision, and the extent to which the
current framework can reconcile the requirements of modern banking with the principles of Islamic

law.

The analysis is grounded in several complementary principles. The first is the prohibition of riba,
which requires that any increase in a debt resulting solely from the passage of time be treated as
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illegitimate regardless of the contractual label used by the parties (Mousavian & Gholami, 2013). From
this perspective, a rescheduling agreement is permissible only when the additional obligation, if any,
derives from a genuine and independent economic transaction rather than from the extension of
maturity itself. The second principle is contractual justice, which requires the preservation of a
reasonable balance between the rights and obligations of the bank and the debtor and rejects
exploitative terms imposed upon a customer who is already in financial difficulty (Habibian Naghibi
et al., 2021). The third is the principle of freedom of contract, which under Iranian private law allows
the parties to restructure their obligations provided that the new arrangement does not conflict with
mandatory legal rules or Sharia requirements (Elsan, 2001). This freedom, however, is not absolute,
particularly in adhesion contracts where the bank enjoys superior bargaining power and the
customer may have little practical capacity to negotiate the terms of deferment. The fourth principle
concerns the prevention of abuse and harm in banking contracts, which supports regulatory
intervention where the formal exercise of contractual rights creates an unjustified or
disproportionate burden on the weaker party (Elsan et al., 2022). Within this theoretical framework,
several Sharia-compliant mechanisms may be used in rescheduling, including settlement, debt
purchase, novation, and genuine participatory contracts, provided that they reflect real economic
activity and actual contractual intent (Mohaghegh Damad, 2016; Mousavian & Mollakarimi, 2017). By
contrast, fictitious sales, nominal partnerships with guaranteed returns, or any contractual
arrangement whose sole purpose is to justify an increase in debt remain problematic because they
contradict the substantive requirement that form and economic reality must correspond (Karimi et
al., 2018; Matlabi Hafshejani et al., 2023).

This study adopts a descriptive-analytical and library-based method and combines jurisprudential
interpretation with doctrinal legal analysis and comparative regulatory assessment. The research
materials consist of three principal groups of sources. The first group includes jurisprudential
doctrines and contemporary analyses relating to riba, hardship, no-harm principles, debt deferment,
debt purchase, and the permissibility of new contracts for restructuring obligations. The second
group includes Iranian legal and regulatory materials, particularly the general rules of contracts, the
legal principles governing banking relationships, the regulatory framework for non-performing
claims, and the Central Bank directives concerning the rescheduling of claims. The third group
consists of international standards and supervisory materials relevant to Islamic finance, credit risk,
forbearance, and the treatment of problem assets. The study uses qualitative content analysis to
identify the legal and Sharia criteria that determine the validity of rescheduling and then applies a
comparative approach to evaluate the Iranian framework against international standards. Particular
attention is given to the distinction between genuine financial restructuring and merely cosmetic
reclassification of problem assets, because one of the central risks of rescheduling is that a non-
performing exposure may be transformed into a formally performing asset without any substantive
improvement in the debtor’s repayment capacity. This concern is consistent with both Islamic
banking scholarship and prudential banking literature, which emphasize that restructuring must be
based on a realistic assessment of the borrower’s financial condition and should not be used simply
to conceal deterioration in asset quality (Basel Committee on Banking, 2017; Kiani Ghalehno &
Davarpanah, 2022). The methodology therefore evaluates not only doctrinal validity but also the
institutional and supervisory conditions necessary for ensuring that rescheduling remains
economically credible, legally enforceable, and Sharia-compliant.

The findings indicate that rescheduling is, in itself, a legitimate and potentially desirable mechanism
when it is used to provide relief to a debtor facing genuine financial difficulty, but its permissibility
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depends on several cumulative conditions. First, no increase may be imposed merely in return for
granting additional time, because such an increase would constitute the functional equivalent of
usurious deferment (Mousavian & Gholami, 2013; Shirali, 2023). Second, the new contractual
arrangement must have a real economic basis and must not be fictitious. Thus, where a new
murabaha, partnership, settlement, or debt-purchase arrangement is employed, its substantive
elements must actually exist and the parties must genuinely intend the legal effects attributed to it
(Matlabi Hafshejani et al., 2023; Raghebi et al., 2022). Third, the terms of the rescheduling agreement
must be transparent, proportionate, and compatible with the general principles of contractual
validity, including consent, lawful purpose, and the absence of unreasonable or abusive conditions
(Elsan et al., 2022; Katouzian, 2015). Fourth, the debtor’s financial situation must be evaluated
through a credible credit assessment process so that rescheduling is granted in response to actual
repayment difficulty rather than as a device for balance-sheet management or artificial improvement
of regulatory indicators. Fifth, any additional security, guarantee, or ancillary obligation imposed on
the debtor should be proportionate to the legitimate risk-management needs of the bank and should
not become a mechanism for imposing excessive burdens on a customer in distress. The study also
finds that participatory contracts may provide useful restructuring opportunities because returns are
linked to actual economic performance rather than the mere passage of time, although such contracts
become problematic when they are used only formally or when a fixed return is predetermined
irrespective of business results (Barikloo, 2015; Mousavian & Mollakarimi, 2017). Overall, the decisive
criterion is not the title of the new contract but its economic substance, genuine intent, and
consistency with both Sharia and the general law of obligations.

The study further shows that the recent evolution of banking regulation in Iran has strengthened the
institutional framework for Sharia supervision over rescheduling practices, but significant
implementation gaps remain. The current regulatory approach reflects a greater emphasis on
standardization, credit assessment, transparent registration of restructuring arrangements, and
scrutiny of the legal form and substance of new contracts. This development is important because
earlier practice allowed considerable variation among banks and branches in the interpretation of
permissible restructuring methods, thereby increasing the risk of inconsistent treatment and the use
of formal contracts that did not reflect real transactions (Bagheri & Sahranavard, 2021; Pourseid &
Khodadadi, 2023). The strengthened supervisory role of Sharia review also has the potential to reduce
uncertainty concerning the permissibility of innovative contractual structures and to prevent
institutions from implementing new rescheduling techniques without prior jurisprudential
assessment. At the same time, international prudential standards highlight that forbearance should
be granted only where there is a genuine financial difficulty and a reasonable prospect of restoring
repayment capacity, rather than as a means of avoiding the classification of an exposure as non-
performing (Basel Committee on Banking, 2017). Islamic financial supervisory standards similarly
emphasize the importance of effective risk management, sound credit assessment, and institutional
resilience in the treatment of problem financing (Islamic Financial Services, 2024). Comparative
analysis therefore suggests that Iran’s main challenge is no longer the absence of a general
jurisprudential basis for rescheduling, but rather the need to improve implementation through
standardized contracts, centralized credit information, stronger technological infrastructure, better
documentation, and more specialized legal and Sharia training for banking personnel. These
measures would also help prevent the accounting manipulation of distressed claims and would
improve the reliability of bank financial statements and risk classification (Bofondi & Ropele, 2011;
Fofack, 2005; Kiani Ghalehno & Davarpanah, 2022).
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The study concludes that the rescheduling of claims arising from banking contracts is legally and
jurisprudentially valid only when it is based on genuine contractual restructuring, does not impose
an increase solely in consideration of time, and complies with the substantive principles of consent,
fairness, transparency, and the prohibition of riba. The current Iranian framework has moved toward
a more coherent model by strengthening Sharia supervision and by seeking to systematize the
treatment of non-performing claims, yet the effectiveness of these reforms ultimately depends on
implementation rather than formal regulation alone. The principal remaining weaknesses concern
the persistence of fictitious contracts, inconsistent contractual practices, insufficient credit-
information integration, limited technological monitoring, and inadequate specialization among
banking personnel. A more effective system therefore requires mandatory standard contractual
templates for different forms of rescheduling, stronger centralized supervision, integrated credit-
scoring infrastructure, clearer rules regarding penalties and ancillary charges, and closer
coordination among the Central Bank, Sharia supervisory institutions, and judicial authorities. Such
reforms would reduce the risk that rescheduling becomes a disguised mechanism for usurious gain
or balance-sheet manipulation and would instead reinforce its proper function as a legitimate
instrument for supporting distressed debtors, preserving bank asset quality, reducing litigation, and
strengthening public confidence in Islamic banking.
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