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ABSTRACT

This article analyzes the civil liability of the Securities and Exchange Organization (SEO) toward shareholders
through a comparative study of the legal systems of Iran and the United Kingdom. In capital markets, the SEO
functions as a regulatory authority, bearing responsibilities such as oversight of transactions, dissemination of
accurate information, and enforcement of regulations. Negligence in performing these duties—including the release
of inaccurate information, unlawful suspension of trading symbols, or inadequate supervision—can give rise to civil
liability. In Iranian law, the liability of the SEO is grounded in principles such as no harm (la zarar) and causation
(tasbib), whereas in the UK legal system, regulatory bodies such as the Financial Conduct Authority (FCA) protect
investor rights through more robust mechanisms. The comparative analysis reveals that in Iran, shareholder claims
are generally pursued through general courts and the Administrative Court of Justice; however, these proceedings
face challenges such as the lack of specialized tribunals and prolonged litigation processes. In contrast, the UK
legal system facilitates compensation through mechanisms like collective actions and professional liability
insurance. Moreover, the FCA plays an effective role in indirectly protecting shareholders by supervising information
transparency and preventing market abuse. The findings of this study indicate that enhancing transparency,
accountability, and the specialization of adjudicatory bodies in Iran could improve the accountability of the SEO and
increase shareholder trust. Additionally, adopting the UK’s successful practices in compensation schemes and
market oversight may offer a viable path for reforming Iran’s legal framework.
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EXTENDED ABSTRACT
The civil liability of regulatory bodies within

capital markets is a subject of increasing
importance, especially in systems where
investor protection is under scrutiny. This
article provides a comprehensive comparative
analysis of the civil liability of the Securities
and Exchange Organization (SEO) of Iran and
the Financial Conduct Authority (FCA) in the
United Kingdom, with a specific emphasis on
shareholder protection. It begins by
establishing the fundamental premise that
regulatory organizations, such as the SEO, are
charged with key responsibilities including
supervision of transactions, accurate
dissemination of market information, and
enforcement of relevant securities laws.
Negligence in these duties, such as the
unlawful suspension of stock symbols, failure
to publish accurate information, or deficient
supervision, can lead to compensable losses
for investors. Within Iranian law, civil liability
is grounded in traditional jurisprudential
principles like la zarar (no harm) and tasbib
(causation), which require proof of fault,
damage, and a causal relationship. Scholars
argue that not all damages entail liability
unless there exists a legally objectionable act
(Yazdanian, 2010). In contrast, the UK
framework empowers the FCA to oversee
market fairness and transparency, with
additional mechanisms such as collective
redress and professional indemnity insurance
playing a vital role in protecting investors. The
study underscores that in Iran, the fragmented
and outdated legal framework surrounding
SEQ’s responsibilities impedes efficient
investor  protection and  complicates
compensation proceedings, while the UK’s

—e et rlnedle 33 8 e ke e Sl sleiy S
S shn 35 mnd 53 aLB3 ) 5 S S a5l
23,5 S s G s Ol
O ks 5 Syl
systemic mechanisms provide more accessible
recourse and faster resolution pathways.
A significant portion of the research delves
into various acts or omissions by the SEO that
could constitute wrongful acts, forming the
foundation of civil liability. These include
failure to disseminate or the dissemination of
inaccurate information (Molaei, 2023),
ambiguous or unauthorized trading orders
(Rezaei, 2006), and issuance of decisions
inconsistent with legal standards (Ahmadi,
2019). The article cites that the Tehran Stock
Exchange's price volatility is largely driven by
these irregularities. Moreover, a range of
professional errors—such as executing
transactions without client instruction, errors
in trading orders, delayed payments, and
failure to convert shareholder rights—are
thoroughly analyzed. These missteps often
stem from institutional negligence or
misconduct, leading to financial loss for
shareholders. For instance, professional
negligence in financial advising, as in the
Enron case, where investors were misled by
overly optimistic reports, serves as a
cautionary tale (Eshtiyagh, 2010). The article
further identifies structural deficits in Iran’s
financial system, including weak accounting
standards, misuse of client funds (Mousavi
Bojnourdi, 2003), and inadequate client
communication as systemic flaws aggravating
investor vulnerability. The comparative study
shows that while UK law integrates these
liabilities into structured legal and insurance
frameworks, Iranian law lacks institutional
coherence and clear procedural mechanisms
for timely redress.
The discussion further advances through
theoretical lenses on causation, assessing how
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different models interpret the causal
relationship between SEO’s wrongful acts and
shareholder damages. The "direct cause"
theory, which attributes liability only to the
immediate and direct cause of damage, is
critiqued for its limitations in complex
financial environments where multiple
contributing factors exist (Barikloo, 2006). The
"dominant cause" theory is preferred, as it
recognizes the SEQ’s primary fault in causing
investor losses, especially in situations
involving manipulated information or
unjustified suspension of trading symbols. The
article emphasizes that such regulatory
misdeeds can significantly distort investor
decisions and market prices, warranting
liability under dominant cause principles.
Similarly, the "foreseeable cause" theory is
discussed as the most applicable to capital
markets, suggesting that damages must be the
natural and foreseeable consequence of the
SEQ's fault to qualify for liability. This theory
aligns with the principle of market
predictability and the role of scientific
forecasting in distinguishing regular market
volatility from damage due to regulatory
misbehavior. Meanwhile, the "equal cause"
theory, which distributes liability among all
contributing causes, is deemed unsuitable for
capital markets due to the difficulty in
attributing proportional influence to multiple
causes in real-time trading environments
(Jourdan, 2007).

The research then transitions to an
institutional comparison between the SEO and
FCA in their legal and functional mandates.
While the FCA does not hold explicit legal
obligations toward shareholders, it plays an
indirect but powerful role in their protection
by enforcing standards of transparency and
fair market behavior (Sasso, 2008). The UK’s
regulatory arsenal includes the Financial
Services and Markets Act 2000, Market Abuse
Regulation (MAR), and Disclosure and
Transparency Rules (DTRs), all of which

mandate strict standards for public
information  disclosure (Alcock, 2007;
Goldman et al., 2014). The FCA also oversees
corporate governance practices and ensures
enforcement actions against violators, thereby
deterring market abuse and enhancing
investor trust (Burke, 2023). In contrast, the
SEQO’s framework in Iran is less structured and
often hampered by overlaps in authority,
ambiguous procedures, and a lack of
specialized judicial bodies. The article
illustrates that while the UK ensures investor
recourse through specialized tribunals and
fast-track complaint mechanisms, Iran relies
heavily on general public courts and the
Administrative Court of Justice, which often
lack financial expertise. This comparative
disadvantage is exacerbated by the Iranian
judiciary's procedural delays and limited
capacity for effective market oversight.

The study extends its analysis to mechanisms
for damage compensation. In Iran,
shareholders seek redress mainly through the
Administrative Court or, less effectively, the
High Council of the Exchange. However, these
bodies lack jurisdictional clarity and face
structural inefficiencies. Compensation is
often restricted to pecuniary losses and
excludes non-material damages. Conversely,
in the UK, shareholders benefit from collective
actions, regulatory enforcement, and the use
of professional liability insurance schemes
(Yazdanian, 2010). These mechanisms are not
only well-established but also easily accessible
to shareholders. The UK’s model of indemnity
insurance ensures financial redress without
the need for prolonged litigation and
encourages companies to adopt preventive
compliance mechanisms. This contrast
illustrates a crucial gap: while Iran’s system
remains largely reactive and punitive, the UK’s
approach is proactive and preventive, aiming
to uphold investor confidence and market
efficiency. Additionally, the article explores
the notion of moral damages in both systems.



It finds that Iranian law lacks effective tools for
recognizing non-pecuniary harms like
reputational loss or diminished investor trust,
whereas UK law, despite its complexity, allows
courts to consider such losses under
exceptional circumstances (Eshaghi et al.,
2024).

Finally, the article highlights avenues for legal
reform in Iran, drawing upon the strengths of
the UK model. It advocates for the codification
of SEO’s liability in a standalone statute,
thereby reducing interpretative ambiguities.
Establishing specialized financial courts or
tribunals equipped with economic and legal
experts is recommended to enhance the
quality of adjudication. It also suggests the
integration of collective action frameworks
and mandatory professional indemnity
insurance for financial intermediaries, thereby
aligning Iranian law with international best
practices. Moreover, judicial education on
capital market complexities and enhanced
inter-institutional ~ cooperation = between
regulatory bodies and the judiciary are
presented as structural reforms. These
proposals are not merely normative but stem
from the empirical deficiencies and
jurisprudential inconsistencies observed in
Iranian shareholder litigation. The article
concludes that a more coherent, transparent,
and efficient legal system—modeled in part on
the UK framework—could significantly
improve investor protection, facilitate access
to justice, and bolster the integrity of Iran’s
capital markets. These reforms are imperative
for building a sustainable financial ecosystem
that commands both domestic and
international investor confidence.
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