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ABSTRACT

Ensuring judicial justice and safeguarding transactional security are among the most fundamental objectives of a legal system,
particularly where the original seller’s right of rescission conflicts with the rights of subsequent transferees. In installment sale
contracts, the intermediary buyer’s failure to pay the installments of the purchase price, coupled with the subsequent transfer of
the sold property to a third party, gives rise to a complex legal issue concerning whether restitution of the specific property is
permissible. The issuance of Unification of Precedent Decision No. 810, dated May 25, 2021, by the General Assembly of the
Supreme Court, which permits restitution of the property itself and renders a subsequent transfer ineffective under the prescribed
circumstances, constituted a significant development in judicial practice. This study aims to critically examine and analyze the
foundations of this decision, assess its effectiveness from the perspective of judicial justice, and investigate the legal status of a
good-faith holder. The research employs a descriptive-analytical method, with data collected through library research. The
findings indicate that an expansive interpretation of Decision No. 810 and the prioritization of the right of rescission over the
rights of subsequent transferees may, in certain circumstances, undermine the protection afforded to good-faith third parties and
the principle of transactional security, thereby creating instability throughout the chain of transactions. Judicial justice requires a
distinction to be drawn between the defaulting initial buyer and an uninformed third party acting in good faith, and the legal
effects of the subsequent transfer should be assessed in light of the third party’s knowledge or lack thereof and the terms of the
original contract. Accordingly, where the third party’s good faith is established, protecting that party while compensating the
original seller through the contractual liability of the initial buyer and the recovery of an appropriate substitute may provide a
balanced solution that reconciles protection of the original owner, judicial justice, and transactional security.
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EXTENDED ABSTRACT

Judicial justice and transactional security
constitute two fundamental values in private
law, particularly where the enforcement of
contractual rights may adversely affect
persons who were not parties to the original
agreement. This issue becomes especially
significant in installment sale contracts, in
which a seller transfers ownership of the sold
property before receiving the full purchase
price and may therefore seek contractual
mechanisms to secure payment. One such
mechanism is the inclusion of a clause
granting the seller the right to rescind the
contract and recover the sold property if the
buyer fails to pay the installments when due.
The legal difficulty intensifies when the
original buyer transfers the property to a
subsequent purchaser before the seller
exercises the right of rescission. In such
circumstances, the legal system must reconcile
the seller’'s contractual expectation of
recovering the property with the subsequent
transferee’s interest in the stability and finality
of transactions. Supreme Court Unification of
Precedent Decision No. 810, issued by the
General Assembly of the Supreme Court on
May 25, 2021, addressed this conflict by
holding that where the original sale contract
expressly provides for the seller’s right to
rescind and recover the sold property upon
non-payment of installments, the property
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must be returned to the seller even if it has
subsequently been transferred to another
person. The decision further indicates that the
subsequent purchaser’s lack of actual
knowledge of the contractual restriction does
not necessarily defeat the original seller’s
right, particularly where the relevant
condition was incorporated into the initial
contract and could, in the Court’s view, have
been discovered through ordinary
transactional diligence. This approach has
generated substantial debate regarding the
proper scope of contractual autonomy, the
protection of acquired rights, the legal
significance of good faith, and the need to
preserve predictability in market transactions.
Contemporary analyses of judicial security
emphasize that legal certainty, predictability,
and public confidence in judicial decision-
making are indispensable elements of a fair
legal system (Mehrzad et al., 2024). At the same
time, theories of substantive fairness in
contract law suggest that the binding force of
contracts should not be interpreted
independently of distributive consequences
and the allocation of transactional risk (Ramin
et al., 2022). Accordingly, the present study
examines Decision No. 810 through the
interconnected concepts of judicial justice,
transactional security, good faith, rescission,
and constructive loss.



The theoretical framework of the study is
based on the distinction between formal and
substantive dimensions of judicial justice.
Formal justice requires legality, impartial
adjudication, equal treatment of litigants, and
procedural guarantees, whereas substantive
justice requires that the practical and
distributive consequences of judicial decisions
be proportionate and defensible in relation to
the legitimate interests of all affected parties.
In the context of Decision No. 810, the
principal challenge is that the consequences of
the original buyer’s contractual breach may
ultimately be imposed on a subsequent
transferee who had no role in the non-
payment of the purchase price. Such a result
raises the question whether the full burden of
the original buyer’s default should be shifted to
a third party merely because the first contract
contained a rescission-and-restitution clause.
The concept of good faith is particularly
relevant to this inquiry. Although Iranian civil
legislation does not articulate good faith as a
comprehensive and independent general
clause applicable to all contractual stages,
Iranian legal doctrine has identified its
foundations in broader principles such as the
prohibition of abuse of rights, implied
contractual obligations, customary
expectations, fair dealing, and the general
requirement of  honest contractual
performance (Fakhraldin Asghari & Hamidreza,
2010). More recent scholarship has similarly
emphasized that good faith and fair dealing
can contribute to the prevention of unjust
harm and strengthen social and economic
stability in contractual relations (Esmail et al.,
2023). From this perspective, the status of a
subsequent purchaser should not be
determined exclusively by formal reference to
the first contract; rather, courts should
consider whether that purchaser acted without
collusion, whether there were objective
indications of instability in the transferor’s
title, whether the original contract or its

restrictions were reasonably accessible, and
whether the purchaser exercised the level of
diligence ordinarily expected in comparable
transactions. Scholarly criticism of Decision
No. 810 has focused precisely on this problem
and has questioned whether equating an
informed third party with an uninformed
good-faith  transferee may undermine
transactional confidence and extend the
effects of a private contractual restriction
beyond its justified boundaries (Mohammad-
Hadi, 2022b; Sahar, 2023).

Methodologically, this research is an applied,
descriptive-analytical, and critical legal study
conducted through documentary and library-
based research. The principal primary sources
consist of the Iranian Civil Code, Supreme
Court Unification of Precedent Decision No.
810, related judicial decisions, and advisory
opinions issued by the Legal Department of
the Judiciary. Particular attention is given to
Articles 219, 220, 224, 225, 362, 363, 454, and
455 of the Civil Code. Article 219 reflects the
principle of the binding force of contracts,
while Article 220 recognizes not only express
contractual terms but also consequences
arising from law and custom. Articles 224 and
225 reinforce the role of customary
interpretation, and Articles 362 and 363
clarify the proprietary effects of sale and the
principle that the existence of a right of
rescission does not, by itself, prevent the
transfer of ownership. Article 454 is central to
the reasoning underlying Decision No. 810
because it distinguishes between ordinary
post-sale dispositions and situations in which
non-disposition has been expressly or
impliedly stipulated. The study also
distinguishes between the direct legal
foundations  of the  decision and
supplementary provisions used to assess its
scope. Secondary sources include doctrinal
studies on the consequences of rescission for
subsequent transactions, good faith, judicial
security, substantive fairness, and
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constructive loss. The analytical process
proceeds in three stages: first, the relevant
legal concepts and statutory rules are
extracted and categorized; second, the
reasoning of Decision No. 810 is examined in
light of those rules; and third, the
consequences of applying the decision to
subsequent transferees are evaluated from the
perspective  of  judicial justice and
transactional security. Existing scholarship
has emphasized that the decision should be
interpreted in connection with the specific
contractual structure before the Court and
should not automatically be generalized to
every case of rescission and subsequent
transfer (Mohammad-Hadi, 2022a, 2022b).
Similarly, critiques centered on the legal
position of subsequent transferees have
cautioned against converting the decision into
a broad principle that would routinely
invalidate later transactions regardless of the
content of the original contract or the third
party’s circumstances (Sahar, 2023).

The findings indicate, first, that Decision No.
810 must be interpreted narrowly and
contextually rather than as a general rule
rendering all subsequent transactions
ineffective whenever the original contract is
rescinded. The decisive element is not the
mere existence of a right of rescission, because
under Iranian law a contractual option does
not automatically prevent the buyer from
transferring ownership. Rather, the distinctive
basis of the decision lies in the combination of
a rescission clause with a contractual right to
recover the specific property and the possible
inference of an express or implied restriction
on subsequent dispositions. Therefore, the
decision is most defensible where the original
agreement clearly demonstrates that the
parties intended the property to remain
available for restitution until the purchase
price was fully discharged. Second, the study
finds that Article 454 of the Civil Code plays an
analogical rather than unlimited role. The

Article provides that a lease concluded by the
buyer is not invalidated by rescission unless
non-disposition was expressly or impliedly
stipulated, and the Supreme Court relied on
the rationale of this rule to justify a similar
treatment of other subsequent dispositions.
However, this reasoning should not be
extended beyond cases in which a comparable
restriction can genuinely be inferred. Third,
the findings show that the theory of
constructive loss retains relevance outside the
specific factual framework of Decision No.
810. Under this theory, where the property has
been validly transferred and recovery of the
specific asset would unjustifiably destabilize
an established legal position, the original
claimant may instead be directed toward an
equivalent substitute or monetary recovery.
Recent scholarship on constructive loss has
highlighted its potential role in safeguarding
legal certainty and protecting the credibility of
established transactions (Mostafa et al., 2024).
Accordingly, Decision No. 810 should not be
understood as abolishing constructive loss,
but as preferring specific restitution in a
narrowly defined contractual setting where the
seller’s right to recover the asset is sufficiently
embedded in the original transaction.

The discussion further demonstrates that the
most difficult dimension of Decision No. 810
concerns the status of the good-faith
subsequent transferee. The decision places
substantial emphasis on the fact that the
relevant condition was included in the first
contract and suggests that ordinary
transactional behavior may require a later
purchaser to investigate the source and limits
of the transferor’s title. This reasoning
introduces an objective dimension to the
analysis of good faith: actual ignorance alone
does not necessarily suffice if the third party
could reasonably have discovered the relevant
restriction. Nevertheless, the study argues that
such an objective standard must be carefully
calibrated. In many transactions, a subsequent



purchaser may have no practical access to the
original contract, may reasonably rely on
possession or formal indicia of ownership, and
may have no factual basis for suspecting that
the transferor’s title 1is contractually
vulnerable. Treating all such purchasers as
legally blameworthy would convert ordinary
commercial reliance into an excessive due-
diligence burden and could undermine market
stability. Doctrinal critiques of Decision No.
810 have therefore stressed the need to
distinguish between a transferee who
knowingly participates in an attempt to defeat
the seller’s rights and one who acquires the
property without collusion and with
objectively justified confidence in the
transferor’s title (Sahar, 2023). This distinction
is also consistent with broader theories of
contractual fairness, under which risk should
not automatically be allocated to the party
least responsible for creating it (Ramin et al.,
2022). From the perspective of good-faith
doctrine, the more balanced approach is to
evaluate the purchaser’s knowledge, the
accessibility of the original restriction, the
existence of warning signs, the formality of the
transaction, and the extent to which the
purchaser followed ordinary transactional
practices (Esmail et al., 2023; Fakhraldin
Asghari & Hamidreza, 2010). Where good faith
is established and the restriction was not
reasonably discoverable, recourse against the
defaulting original buyer through contractual
liability, damages, or recovery of an
appropriate substitute may better reconcile
the original seller’s rights with transactional
stability.

In conclusion, the study finds that Supreme
Court Unification of Precedent Decision No.
810 should be regarded as a context-specific
rule governing a particular type of installment
sale in which the original contract contains a
sufficiently clear basis for rescission and
restitution of the specific property. Its
application should not be extended

mechanically to all cases in which an original
contract is later rescinded after the property
has passed into the hands of another person.
Judicial justice requires courts to differentiate
between an informed or collusive transferee
and a third party who acted in genuine and
objectively reasonable good faith.
Transactional security likewise requires that
private contractual restrictions should not
destabilize later dealings unless their legal
relevance to subsequent purchasers can be
justified by the structure of the original
transaction, the availability of information,
and the surrounding circumstances. In cases
where the third party’s good faith is
established and the restriction could not
reasonably have been discovered, preserving
the subsequent transaction and directing the
original seller toward contractual remedies
against the first buyer, including damages or
an appropriate substitute, may constitute a
more proportionate solution than automatic
restitution of the specific property. Such an
approach does not deny the contractual rights
of the initial seller but instead distributes the
consequences of breach more equitably among
the parties involved. It also allows the doctrine
of constructive loss to function as a balancing
mechanism in cases falling outside the narrow
circumstances contemplated by Decision No.
810. Ultimately, a sound judicial approach
should seek neither absolute protection of the
original seller nor unconditional protection of
the subsequent purchaser, but a structured
reconciliation of contractual autonomy, good
faith, acquired rights, judicial justice, and the
broader requirement of stability in private
transactions.
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