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Interest in the banking system with emphasis on compound interest in
Iranian laws and international documents
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Abstract
Field and Aims: In the modern financial system, it is accepted that banks operate
for profit and interest, and the traditional view that banks are only money trustees
is rejected today. Therefore, the issue of bank interest is always considered as a
means of earnlng. Income is considered for banks. Although in Islamic banking,
interest is considered usury and its receipt is prohibited. Based on this, in this
research, we are looking to investigate what is the position of interest and
especially compound interest in Iran's banking system and international documents,
and do the laws emphasize its validity?
Method: This article is written in analytical-descriptive method.
Findings and Conclusions: In Article 713 of the Code of Civil Procedure
approved in 1939, the lawmaker had explicitly prohibited the claim for damages,
and on this basis, during the rule of the said law, the claim for d@m_a%es for delay in
payment or the claim for damages for damages was permissible beyond the
uniformity of procedure No. 1458 dated 1327 15/9/2015, apart from damages for
delay and litigation damages, the Supreme Court excluded all damages from the
scope of Article 713 of the aforementioned law. However, in the Civil Procedure
Law approved in 2000, there is no rule prohibiting damages from damages, but the
legislator established a new one as described in Note 2. Article 515 of the
aforementioned law established that damages due to lack of profit cannot be
claimed, and this change in the interpretation of the legislator of 1939 in the new
law is considered as a proof of the new legislator's lack of will to identify the rule
prohibiting the taking of damages. On the same basis, the claim for damages is
permissible and justified, and the judicial procedure in general and specific sense is
also in favor of this theory, but if the compound interest is imposed as an additional
and unfair condition, without a full and transparent understanding from the bank to
the customer, according to the rule of intention, due to the lack of inner will and
intention an essaK is condemned to invalidity. ) ) )
:c<ey vlvords: bank, usury, bank interest, compound interest, Islamic banking, loss
rom loss.
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Introduction

As one of the most important service organizations, banks are responsible for guiding and
supporting many economic activities of the society. Banking as a field of economic
activities that creates credit and facilitates matters related to payments and transfer of funds.
But the banking system always has many problems, one of the problems of the banking
system is the delay of the customers in repaying the loan installments when they are due.
This causes an increase in the volume of non-current claims and damages resulting from
this issue. In Iran's banking system, the deposit is the only basis for compensation. This
basis is facing the problem of usury. (Hosseini, 2017: 3) In our country, the contract law
system has expanded the relations between banks and natural and legal persons because
investment and financing in traditional societies led to justice and efficiency, in practice it
led to unfortunate results. It has been loaded. The phenomenon of the bank in modern
societies requires the establishment of control and monitoring regulations so that this
phenomenon, which has public effects, does not cause harm and damage to the modern
society due to its actions and behavior.

Another point is that after more than three decades have passed since the implementation of
the Islamic banking law (Without Reba), the question arises as to why despite the proof of
the role of the interest rate (interest on bank facilities) in increasing the rate of inflation at
the level of society and the existence of numerous jurisprudential doubts in the payment
method. Interest-based banking facilities, interest-free (fee) facilities include only a small
share of the total payment facilities of the country's banking system, and this category of
facilities is not available to all persons. (Dadkhah, 2019: 5) Regarding bank interest, it
should be said that this issue has been considered in the legal systems of many countries. In
addition, some international documents can also be found in this field. Also, there are
special regulations about compound interest and the judicial procedure has also mentioned
it. Based on this, in this research, we seek to investigate what is the status of interest and
especially compound interest in Iran's banking system and international documents, and do
the laws emphasize its validity? We will also examine this in the national laws of some
countries as well as the Convention on the International Sale of Goods in order to achieve a
more accurate understanding of it in accordance with Iran's laws in this regard.

Conclusion

In the modern financial system, it is accepted that banks operate for profit and interest, and
this traditional view that banks are only money trustees is rejected today. Therefore, the
issue of bank interest is always considered as a means to earn money for banks. Although
interest is considered usury in Islamic banking and it is forbidden to receive it, but there are
also different theories that are cited in banking contracts and it is possible to receive
interest. Of course, the empirical results show that while the interest rate has a positive
effect on all the indicators of the banking sector, this relationship weakens at higher interest
levels, which indicates a concave relationship between the interest rate and the development
of the banking sector. Iran's banking system plays a very important role in the economy
because, in addition to the fact that banks mediate funds in the money market, due to the
insufficient development of the capital market, they play an essential role in financing
medium-term and long-term economic programs. In Iran's legal system, numerous laws
refer to the issue of bank interest and also to the issue of compound interest. The purpose of
compound interest is that the compensation for late payment is taken from the debt that is
the origin of the delay, either as a deposit or as compensation at a certain rate. Regarding
compound interest in Iranian law, it should be said first: Article 713 of the Civil Procedure
Law and the Unification Ruling No. 1458 dated 1984 of the Supreme Court of the country,
which was issued on the basis of the said article, are among the obsolete regulations, and
citing it and resorting to the rule prohibiting the claim of damages from damages is
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justified. It is not logical and legal, and if the rule prohibiting the claim of damages from
damages was valid during the rule of the Civil Procedure Law approved in 1939, with the
repeal of the said law and the lack of clarification by the legislator to the said rule in the
Civil Procedure Law approved in 2000, it is clear that the said rule currently has a position
It has not been possible and the possibility of claiming damages has been provided. And M:
Unification Ruling No. 805 dated 10/16/2020, the Supreme Court of the country has
recognized the demand for deposit in bank contracts in addition to interest as legitimate and
correct, and this means the sum of interest with interest and lump sum fine, a presumption
of the possibility of demand Damage is damage. Third: Aggregation of interest and
obligation and its addition to the loan constitutes a single debt, and as long as the delay in
payment continues, the aggregation of interest and fines to the main facility constitutes a
single fact called (debt), in other words, the principle of late payment damages and fines. It
is justified as a punitive condition, and on this basis, the claim for damages from the delay
of these two will also be fine, because the delay in payment and the penalty are added to the
original debt and are placed on the borrower. Fourth: In the practice of banking, the
compound profit was removed once according to the Debt Settlement Facilitation Law of
the banking network until 2000, and sometimes the Council of Ministers in the form of a
resolution has taken steps to remove the compound profit on a temporary and temporary
basis, and this implies that the action of the banks in The condition of interest and the
contents of interest from interest and interest from penalty in banking contracts do not face
any legal prohibition. Although there is no problem with compound interest from a legal
point of view, it seems that the possibility of canceling the condition of compound interest
is conceivable, with the explanation that the principle of good faith and theory (assumption
of the level of awareness of the parties) requires that the bank contract and all the
conditions included in it, including the condition of compound interest It should be
explained to the customer in such a way that the customer is fully aware of all the terms and
conditions of the contract. In the assumption that the contract is imposed on the customer
with a blank signature, in this case, the principle of the sovereignty of the will faces a
serious obstacle, and due to the lack of the customer's inner will and his intention to create
towards There is no doubt that such a condition can be invalidated due to the heavy
condition (compound interest) and also due to the contradiction of such a condition with the
principles of jurisprudence (harm), (asro-harj) and (fairness). This is what Article 46 of the
Electronic Commerce Law has emphasized. In the International Sale of Goods Convention,
there is no clarity in this regard, and apparently the difference between the countries is the
reason for it. In the review of the law of France and Lebanon, it is observed that the laws of
these countries have accepted compound interest in banking matters with conditions.
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