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Smart contracts, as a new generation of contracts implemented on the platform of distributed ledger
technology_particularly blockchain_have been introduced as a tool for guaranteeing the performance of
obligations due to their self-executing feature. This study, adopting a descriptive_analytical method,
examines the central question of which instances of justifiable non-performance of obligations can be
identified in smart contracts. The findings indicate that, despite the automated execution of smart
contracts, they remain exposed to technical, legal, and economic obstacles, therefore, the possibility of
non-performance cannot be ruled out, indicating that self-execution does not constitute an absolute
guarantee of performance. The study concludes that the general doctrines of "impossibility" and
"Impracticability” in Iranian law, grounded in Islamic jurisprudence, possess sufficient capacity to
justify non-performance in smart contracts. However, the lack of specific regulations governing such
contracts highlights the need for legislators to develop specialized rules in this field .Nevertheless, the
absence of specific regulations governing such contracts highlights the need for legislative attention
toward the formulation of specialized legal rules in this field.
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Extended Abstract

1. Introduction

The principle of the binding nature of contracts in Article 219 of the Civil Code, grounded in the noble
Quranic verse "fulfill all contracts,” is as ancient as human history. Under this principle, every contract is
binding and the obligations arising from it must be performed within the designated timeframe; therefore,
in the event of a breach of obligation or violation of the agreement, the obligor must compensate for
damages resulting from delay or non-performance. Nevertheless, exceptionally, events occasionally occur
after the valid formation of a contract that render the performance of the obligation impossible, excessively
onerous, or futile for the obligor. Under such circumstances, the Iranian legal system, following Islamic
jurisprudence, invokes the doctrines of impossibility (ta'azzur) and hardship (ta'assur) as statutory excuses
justifying non-performance, thereby exempting the obligor from liability or limiting their liability.

2. Theoretical Framework

Disputes arising from the breach of contractual obligations when facing obstacles prompted contract law
scholars to devise remedies in pursuit of a solution to guarantee the performance of obligations. The result
of these continuous efforts, coupled with technological advancements in recent years, led to a shift in the
form and manner of contract formation from traditional structures to electronic ones. A smart contract is a
new generation of electronic contracts executed from start to finish on a decentralized and immutable
platform known as the blockchain. The primary advantage of this type of contract lies in its self-executing
feature, which guarantees the performance of obligations and adherence to contractual commitments. By
encoding conditional statements in an "if... then..." format, these contracts execute the contractual terms
immediately upon conclusion. This very feature accounts for the widespread adoption of such contracts in
recent years. Nevertheless, recent research reveals that the claim of completely eliminating contractual
breach in smart contracts is overstated, as the non-performance of obligations remains possible when
encountering obstacles such as 51% attacks, widespread internet outages, extreme cryptocurrency price
volatility, and statutory sanctions.

3. Methodology

The present article seeks to examine the legal nature of construction partnership contracts within the Iranian legal
system through desk-based research, elucidate the various dimensions of the parties’ liability toward third-party
purchasers, and specifically scrutinize the impact of the Law on Mandatory Official Registration of Real Estate
Transactions on these obligations.

4. Results & Discussion

The findings of this research demonstrated that the claim of "complete elimination of breach of obligation™ in smart
contracts is overstated and simplistic. Although a smart contract executes automatically at the code level, this self-
execution is heavily reliant on technical infrastructure, off-chain data, the prevailing legal order, and economic
conditions; factors that are entirely beyond the control of the obligor and can render the performance of the obligation
impossible or extraordinarily onerous. Consequently, smart contracts are not only vulnerable to breaches of obligation,
but they also encounter novel and more intricate excusing conditions that either had no precedent in traditional contracts
or did not manifest with such severity.
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5.Conclusions & Suggestions

By focusing on supervening excusing conditions arising after contract formation in smart contracts and
aligning them with existing legal statutes and traditional doctrines, this article sought to take a step toward
elucidating the operational challenges of this emerging technology. The research findings demonstrated
that the most significant limitation in the legal analysis of smart contracts is the absence of specific enacted
legislation and the lack of coherent judicial precedent in this domain, a factor leading to ambiguity in
determining the legal consequences of non-performance of obligations. Furthermore, the intricate and
dynamic nature of blockchain technology, coupled with the diversity of technical, legal, and economic
factors affecting the performance of obligations, presents severe difficulties in formulating a
comprehensive, overarching solution.
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