, uuu;',._: :
0 Research Journal 4 X N

, @AN&V JA/J y»

The Exceptional Functions of Negotiable Instruments in Supporting
Business and Investment

Ahmad Esfandiari &

1. Assistant Professor, Department of Private Law, Sa.C., Islamic Azad University, Sari, Iran. (Corresponding Author).

E-mail: ahmadesfandiari@iausari.ac.ir

Received: 2025-10-29 How to cite this article:

Revised: 2026-02-04 Esfandiari, A. (2026). The Exceptional Functions of Negotiable
Accepted: 2026-02-07 Instruments in Supporting Business and Investment. Research Journal on
Available Online: 2026-03-06 | Business Law and Investment, 1(2) (2): 77-94.

Introduction

Negotiable instruments—including bills of exchange, promissory notes, and cheques—
constitute fundamental institutions of commercial law and play a vital role in regulating and
facilitating financial relations among traders. These instruments not only function as means of
payment and fund transfer, but also create a distinct and autonomous legal relationship,
thereby providing functions that go beyond traditional civil law mechanisms. Their
significance is further amplified in today’s economic environment, where speed and security
in commercial transactions and the attraction of investment are essential. Focusing on these
instruments, the present article examines their legal nature and practical effects in comparison
with the general rules governing obligations. The primary objective of this study is to
elucidate the distinguishing and superior features of negotiable instruments vis-a-vis
analogous institutions in civil law, and to analyze the special protective functions they provide
for economic actors and investors. Accordingly, the article seeks to answer the fundamental
question of how the rules governing bills of exchange, promissory notes, and cheques—
through the creation of independent, rapid, and secure mechanisms—support business activity
and investment flows.

Methods

This research adopts a descriptive—analytical methodology with a comparative approach
between commercial law and civil law. The necessary data were collected through library-
based study of authoritative jurisprudential, legal, and commercial sources, examination of
statutory laws (particularly Iran’s Commercial Code and Civil Code), and analysis of judicial
decisions issued by competent authorities (such as the Supreme Court and the High Council
of Registration). The content of these materials was then analyzed to extract and examine the
legal foundations, principles, and effects of negotiable instruments.
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Findings

The findings indicate that negotiable instruments generate exceptional legal functions by
embracing fundamental principles such as the separation of the instrumental relationship from
the underlying transaction and the independence of signatures. Unlike civil law—where
ancillary obligations are generally affected by the validity or invalidity of the underlying
relationship—in negotiable instruments, the relationship established between the holder and
the signatories may be independent both in its formation and continuation.

The principle of non-opposability of defenses against a holder in due course ensures the free
and secure circulation of these instruments. Practical manifestations of this independence can
be observed in accommodation bills (issued to obtain credit without a prior underlying
transaction) and recourse bills (drawn to recover the amount of a dishonored bill plus costs,
irrespective of the original commercial relationship). Another key finding concerns the
possibility of claiming payment prior to maturity in cases such as non-acceptance of a bill or
deterioration of the debtor’s financial capacity—an option generally unavailable in civil law.
Moreover, contrary to the general rule in civil obligations, negotiable instruments allow
partial acceptance of a bill by the drawee and oblige the holder to accept partial payment from
the debtor, thereby enhancing flexibility and facilitating financial circulation. The rule
requiring acceptance of payment by a third party also operates under specific conditions,
obliging the holder to accept a payment that releases a greater number of liable parties
(including the drawer and endorsers). One of the most prominent protective functions of these
instruments is the possibility of obtaining immediate and comprehensive provisional
attachment. Under Iranian law, the holder of a protested bill, promissory note, or cheque may
request attachment of all movable and immovable assets of the debtor—up to the amount of
the instrument—without providing security for potential damages. This mechanism, which is
subject to strict conditions in ordinary civil claims, constitutes a powerful tool for preventing
dissipation of assets and ensuring recovery of debts.

Collectively, these findings demonstrate that commercial legislators have designed a flexible
and protective framework for negotiable instruments, aimed at ensuring speed, security, and
trust in commercial transactions.

Conclusion

Overall, it may be concluded that negotiable instruments (bills of exchange, promissory notes,
and cheques) are not merely evidentiary or enforcement tools; rather, they function as
valuable and liquid assets, means of obtaining credit, and strong enforcement guarantees
within the commercial sphere. The special rules governing these instruments—including the
autonomy of the instrumental relationship, the principle of non-opposability of defenses
against good-faith holders, rapid access to claims through provisional attachment, and flexible
payment mechanisms—provide a secure and efficient foundation for expanding commercial
transactions, reducing transactional risk, and ultimately supporting business activity and
investment flows. These exceptional functions justify the privileged and indispensable
position of negotiable instruments in the modern economic legal system.

English Keywords: Negotiable Instruments, Business, Instrumental Relationship, Holder,
Underlying Relationship, Investment.
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