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Jurisprudential Subject Identification of the “Granting of Re-
spite” for Non-Performing Loans in the Banking System of the
Islamic Republic of Iran

Mahdi Khatibi '

MohammadJamal ShakeriShamsi?

Abstract

One of the major challenges in the banking system is the issue of non-performing
loans (NPLs). Consequently, the Money and Credit Council sought to resolve this issue to
the greatest extent possible by drafting, approving, and notifying banks of the executive
directive for the “granting of respite for non-performing loans”. Granting respite (imhal)
means providing a grace period to indebted clients whose bank obligations have become
non-performing. According to the aforementioned directive, this grace period is granted
through four methods: “rescheduling,” “extension,” “renewal,” and “conversion.” The most
critical jurisprudential challenge that complicates the granting of respite to bank debtors
is the suspicion of it constituting usury (riba), as the methods of granting respite must not
entail the extension of the debt period in exchange for the payment of additional sums. Since
these methods are among the most frequently asked questions directed at the offices of
the religious authorities (Maraji‘ al-Taqlid), the current research has undertaken a subject-
identification analysis of this issue. The findings of this study were obtained through a
descriptive-analytical method using library resources, with a specific emphasis on the
executive directive of “respite” within the banking system. The results have been compiled
in the form of 12 religious inquiries (istifta’at), ready to be sent to the offices of the religious
authorities for the issuance of the appropriate religious edicts.

Keywords: Granting of Respite (Imhal), Non-Performing Loans, Rescheduling, Contract
Extension, Contract Renewal, Contract Conversion.
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