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Abstract

The matter of the penalty for late payment has a long history under Iranian law.
After all changes, the legislator, by virtue of Article 522 of Iran Civil Procedure
Code (December 2000) has allowed for the penalty on the delayed payment of debts
in the currency that is commonly used in Iran (namely IRR). However, the matter of
legitimacy of the penalty for delayed payment on foreign currencies is still an open
question.The current research project principally aims to examine the legitimacy and
legality of delayed payment penalty, regardless of the type of currency, by reviewing
the Iran international arbitration practice. The next aim is to find a criterion for
calculations and determining the rate of delayed payment penalty applicable to
foreign currencies. To these aims, after studying and investigating the criteria
applied in international commercial documents, usages in international trade, and
reviewing the Iranian arbitral awards, some suggestions have been provided.
According to such findings, the judge or the arbitrator should, in the first place,
attempt to acquire and understand the real intention of the involved parties regarding
the matter of delayed payment penalty, and accordingly, render the award based on
such an intention. In case that such an acquisition is not possible, the judge or the
arbitrator should determine the penalty for foreign currency by considering the type
of currency, international practices, and the usages that exist with regards to such a
currency.
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7. UNIDROIT Principles of International Commercial Contracts (UPICC). United Nations Convention on
Contracts for the International Sale of Goods (CISG). Principles of European Contract Law (PECL).
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draft Common Frame of Reference (DCFR). Convention on the Contract for the International
Carriage of Goods by Road (CMR Convention). Convention on International Transport of Goods
Under Cover of TIR Carnets (TIR Convention).
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1. Article 7.4.9 (UPICC), Atrticle 78 (CISG), Article 9:508 (PECL), BOOK IlI 3:708 (DCFR), Atrticle
27.1 (CMR Convention), Article 8.1 & 8.2 (TIR Convention).
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1. 1.21 “Cost of Money” or “COM” shall mean such amount calculated based on actual rate equal to
LIBOR plus [*] percent up to a maximum of [*] percent in total, in accordance with Appendix “B”
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(Accounting Procedures);

5.16.2. The COM Rate is an annual rate equal to LIBOR (as defined in the Contract) plus ... percent
([*]%), up to a maximum of ... percent ([*]%) in total. The applicable monthly rate for such
calculation shall be computed in accordance with the formula in Clause 5.16.3 of this Accounting
Procedure.
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