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ABSTRACT

Bank guarantees, as key instruments in commercial transactions and construction projects, play an important role in securing
obligations and reducing financial risks. This study aims to analyze the role of the principles of independence and unconditionality
in improving the enforcement of bank guarantees within the Iranian legal system. The principal research question is: How can
the principles of independence and unconditionality enhance the efficiency and transparency of bank guarantees in Iran? The
research hypothesis is based on the premise that alignment with international standards, the development of digital technologies,
and the reform of judicial practices can strengthen these principles and mitigate existing challenges, including sanctions and
inconsistencies in judicial practice. The study employs a descriptive-analytical method and examines the issues through an
analysis of judicial practices, actual cases, and a comparative assessment of advanced legal systems. The findings indicate that
the principle of independence, by restricting examination to the documents presented, prevents interference with the underlying
contract and reduces legal disputes, as illustrated by a case in Tehran in 2024-2025 in which the execution period was reduced
to 48 hours. The principle of unconditionality likewise enhances transparency and the speed of enforcement by emphasizing
unconditional terms, as demonstrated by an export guarantee issued in 2024-2025 that strengthened the confidence of the
foreign beneficiary. Modern technologies, such as blockchain and artificial intelligence, reinforce these principles and reduce
costs; however, the absence of legislation governing digital processes and inconsistencies in judicial practice constitute serious
obstacles. The study concludes that legal reforms, judicial training, and the development of digital infrastructure can improve the
efficiency of bank guarantees and strengthen Iran’s position in international trade.
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EXTENDED ABSTRACT
Bank guarantees constitute one of the most

important legal and financial instruments
used to secure contractual obligations,
facilitate commercial transactions, and reduce
the risks associated with non-performance,
particularly in construction projects, public
tenders, international trade, and large-scale
commercial arrangements. Their practical
effectiveness, however, depends substantially
on the legal principles governing their
issuance, interpretation, and enforcement.
Among these principles, the principle of
independence and the principle of
unconditionality occupy a central position
because they determine the degree to which a
bank guarantee may function independently
from the underlying contract and the extent to
which payment can be demanded without
being subjected to complex substantive
conditions. The principle of independence
requires the guarantor bank to assess the
beneficiary’s demand primarily on the basis of
the guarantee and the documents stipulated
therein, rather than by investigating disputes
arising from the underlying contractual
relationship. This principle is regarded as a
fundamental feature of modern independent
guarantees and contributes to certainty,
predictability, and speed in commercial
transactions (Ghahremani, 2021; Mafi, 2020).
The principle of unconditionality similarly
seeks to ensure that the bank’s undertaking is
not rendered ineffective through vague,
contingent, or excessively burdensome
conditions that would transform the guarantee
into an ordinary accessory obligation (Jafari
Langroudi, 2016). In international commercial
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practice, these principles are reinforced by
instruments such as the Uniform Rules for
Demand Guarantees and by broader principles
of international trade law, which distinguish
autonomous banking undertakings from the
underlying contractual relationship
(Schmitthoff, 2024; Shiravi, 2023). Within the
Iranian  legal system, however, the
implementation of these principles remains
subject to doctrinal ambiguity, fragmented
regulation, and inconsistent judicial
approaches. The significance of the present
study therefore lies in examining how the
principles of independence and
unconditionality can enhance the efficiency
and legal security of bank guarantees in Iran
and in identifying the institutional, legislative,
judicial, and technological reforms required
for their more effective operation.
The study adopts a descriptive-analytical
methodology combined with comparative
legal analysis. The descriptive dimension is
concerned with identifying the principal legal
characteristics of bank guarantees, examining
their relationship with commercial
instruments, and clarifying the doctrinal
content of independence, unconditionality,
transferability, documentary compliance, and
exceptions such as fraud and abuse of rights.
Library-based research was used to examine
legal textbooks, scholarly articles, judicial
materials, and international commercial
instruments relevant to  independent
guarantees and documentary banking
operations. The analytical dimension focused
on the tensions between the autonomous
nature of bank guarantees and certain
traditional rules of Iranian private law that



may support an accessory conception of
guarantee obligations. Particular attention
was paid to the problem of judicial
intervention in the underlying contract, the
interpretation of conditions included in
guarantee texts, and the legal treatment of
wrongful demands (Mafi & Fallah, 2016).
Comparative analysis was also employed to
contrast the Iranian approach with legal
systems in which independent guarantees are
more clearly distinguished from accessory
guarantees and in which courts generally avoid
examining the underlying contractual dispute
unless exceptional circumstances, such as
manifest  fraud, justify  intervention
(Schmitthoff, 2024; Shiravi, 2023). The
research further considered the role of judicial
consistency, legal security, and economic
efficiency in the operation of guarantees, since
legal uncertainty may increase transaction
costs, encourage litigation, and reduce market
confidence (Ansari, 2014; Vizheh, 2011). In
addition, the analysis addressed contemporary

technological developments, including
electronic  guarantees, blockchain-based
verification, digital signatures, artificial

intelligence, cloud platforms, and smart-
contract mechanisms, insofar as these
technologies may affect documentary
examination, authenticity, transparency, and
the speed of payment. The overall
methodological objective was therefore not
merely to describe the existing legal
framework but to assess whether its present
structure adequately supports the commercial
function of independent bank guarantees.

The findings indicate that the principle of
independence is indispensable for preserving
the commercial utility of bank guarantees.
Where the bank is required to investigate the
performance of the underlying contract before
honoring a demand, the guarantee loses much
of its value as a rapid and reliable risk-
allocation mechanism. Such intervention can
transform a documentary undertaking into a

substantive contractual dispute and may
expose banks and beneficiaries to lengthy
litigation. Iranian legal practice has not always
maintained a sufficiently clear distinction
between the underlying contract and the
guarantee relationship, and this has created
uncertainty regarding the extent to which
courts may suspend or prevent payment. From
the perspective of international banking law,
however, the guarantor’s obligation should
normally  remain autonomous, and
documentary  compliance rather than
contractual performance should determine
whether payment is due (Ghahremani, 2021;
Mafi, 2020). This position is also consistent
with the broader logic of international trade, in
which bank guarantees are designed to
provide beneficiaries with a dependable source
of payment independent from the risks
associated with proving contractual breach
(Schmitthoff, 2024). The analysis further
shows that legal uncertainty concerning the
scope of the independence principle increases
transaction costs and can negatively affect the
willingness of foreign parties to accept
guarantees issued by Iranian banks. A more
coherent judicial approach would therefore
require courts to distinguish between genuine
exceptions, such as fraud or manifest abuse,
and ordinary disputes concerning
performance under the underlying contract
(Mafi & Fallah, 2016). Judicial training is
especially important in this respect, because
inconsistent interpretation may undermine
predictability even where banking regulations
themselves formally recognize the
independent nature of the undertaking. The
development of specialized judicial branches
or guidelines for disputes involving
commercial and banking instruments could
reduce inconsistent decisions and reinforce
legal certainty (Hatamipour & Nosrati, 2021;
Tangestani, 2021). Accordingly, the effective
enforcement of independence requires not
only doctrinal recognition but also
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institutional ~mechanisms that prevent
unnecessary judicial examination of the
underlying contractual relationship.

The principle of unconditionality constitutes
the second major component of an effective
guarantee regime. Its principal function is to
ensure that the bank’s undertaking can be
performed without being obstructed by
ambiguous, contradictory, or excessively
complex conditions. A demand guarantee may
include documentary requirements, but such
requirements must be sufficiently objective
and clear to allow the bank to determine
compliance without engaging in substantive
fact-finding. Where guarantee terms are
vague, both the guarantor and the beneficiary
are exposed to uncertainty, while the applicant
may also face an increased risk of abusive
demand. The study indicates that some
difficulties in Iranian banking practice arise
from the absence of a fully harmonized
framework governing the drafting and
interpretation of guarantee conditions. This
can lead to inconsistent treatment of
documentary requirements and to disputes
concerning whether particular demands
satisfy the conditions of payment (Iranpour,
2019; Jafari Langroudi, 2016). The need for
standardized drafting is therefore closely
connected to the principle of unconditionality.
Rules modeled on internationally recognized
guarantee standards can limit interpretive
ambiguity and reduce opportunities for both
wrongful demand and unjustified refusal to
pay (Ghahremani, 2021). This issue is
particularly significant because the principle
of unconditionality must be understood
together with, rather than separately from, the
principle of independence: independence
protects the guarantee from the underlying
contract, whereas unconditionality protects its
performance from uncertain and
inappropriate conditions. These principles
jointly create a documentary and predictable
payment mechanism. The jurisprudential

dimension of guarantee obligations also
reveals the importance of distinguishing a
banking undertaking from traditional
accessory forms of guarantee, because
different doctrinal classifications may produce
different consequences concerning
conditionality and dependence (Sobhaninia &
Kariminia, 2019). Greater legislative precision
is therefore needed to clarify the legal nature
of independent guarantees and to establish
rules concerning the acceptable scope of
conditions, the consequences of documentary
non-compliance, and the circumstances in
which payment may legitimately be prevented.
The study also finds that technological
modernization can substantially reinforce
both independence and unconditionality,
although legal reform must accompany
technological adoption. Digital verification
systems can reduce the risk of forged
documents, accelerate documentary
examination, and improve the traceability of
guarantee transactions. Blockchain-based
systems, for example, may provide tamper-
resistant records of guarantee issuance,
amendments, demands, and supporting
documents, thereby strengthening confidence
in documentary authenticity and reducing the
need for external verification. Smart contracts
may facilitate automatic execution where
clearly defined documentary conditions have
been satisfied, while artificial intelligence can
assist banks in identifying incomplete,
inconsistent, or potentially fraudulent
documents. Digital signatures and encrypted
communications can likewise enhance
security and provide a more reliable
evidentiary basis for electronic guarantee
transactions. Nevertheless, the use of such
technologies cannot be effective if the legal
system does not clearly recognize electronic
documents, digital signatures, automated
verification procedures, and the evidentiary
status of digitally generated records. The
broader legal framework  governing



commercial instruments and banking
operations therefore needs to evolve in parallel
with technological innovation (Shahbazinia,
2024; Soltani, 2024). Moreover, the adoption
of digital systems should not be treated as a
substitute for substantive legal reform.
Technology can increase the speed and
transparency of transactions, but it cannot by
itself resolve judicial disagreement regarding
the relationship between a guarantee and the
underlying contract. Nor can automated
systems determine the legal boundaries of
fraud, abuse of rights, or wrongful demand
unless those concepts are defined with
sufficient legal precision. International trade
law  demonstrates that technological
modernization is most effective when
integrated into a predictable and standardized
legal framework (Shiravi, 2023). For Iran, this
requires coordinated reform involving
banking regulators, courts, lawmakers, and
financial  institutions,  together  with
professional training for judges, lawyers, and
banking personnel.

In conclusion, the effective operation of bank
guarantees in Iran depends on a coherent legal
and institutional framework capable of
preserving both the independence of the
guarantee from the underlying contract and
the unconditional character of the bank’s
payment obligation. The study demonstrates
that these principles are not merely theoretical
doctrines but essential mechanisms for
reducing legal risk, accelerating payment,
limiting  unnecessary  litigation, and
strengthening confidence in commercial
transactions. Their effectiveness is weakened
when courts examine disputes arising from the
underlying contract, when guarantee terms
are drafted ambiguously, or when legal rules
fail to distinguish independent guarantees
from traditional accessory forms of security.
Reform should therefore proceed
simultaneously at legislative, judicial,
regulatory, and technological levels. Domestic

law  should explicitly recognize the
autonomous nature of independent bank
guarantees, establish clear rules governing
documentary demands and exceptions, and
encourage standardized drafting consistent
with internationally accepted practices.
Judicial specialization and professional
training are equally necessary to reduce
inconsistent interpretation and prevent
unnecessary intervention in the underlying
contractual relationship. At the same time, the
development of legally recognized digital

infrastructures, including electronic
guarantees, secure digital signatures,
blockchain-based  verification, artificial

intelligence-assisted document review, and
automated performance mechanisms, can
improve transparency and reduce operational
costs. Such reforms would strengthen the
reliability of Iranian bank guarantees, improve
the confidence of domestic and foreign
beneficiaries, reduce disputes and transaction
costs, and enhance the capacity of Iranian
banks and commercial actors to participate
more effectively in international trade. The
coordinated implementation of these
measures can ultimately transform bank
guarantees into a more predictable, efficient,
and legally secure instrument within the
Iranian financial and commercial system.
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