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and the requirements of financial supervision and regulation,

Published: all of which require particular attention from legislators and
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e regulatory authorities. The study concludes by emphasizing

the necessity of developing transparent and flexible legal
- frameworks capable of facilitating the growth of
E E crowdfunding while simultaneously safeguarding the rights of

: stakeholders and preserving the integrity of the capital market.
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Extended Abstract

Crowdfunding has emerged as an innovative financing mechanism for startups and
small and medium-sized enterprises (SMEs), while simultaneously raising
important legal and regulatory challenges. This study examines the legal
dimensions of crowdfunding in Iran by analyzing the legal nature of crowdfunding
agreements, the legal status and responsibilities of crowdfunding platforms,
investor protection mechanisms, and the principal regulatory gaps affecting the
development of this financing model. The research adopts a descriptive-analytical
methodology based on library research, examining Iranian legislation, regulations,
and directives governing crowdfunding - particularly the 2018 Crowdfunding
Instruction issued by the Securities and Exchange Organization and its subsequent
amendments - and comparing them with international frameworks, including
Regulation (EU) 2020/1503, the United States JOBS Act of 2012, and the French
regulatory framework. The findings indicate that crowdfunding agreements under
Iranian law constitute valid innominate contracts that are legally enforceable
despite lacking explicit statutory recognition. Owing to their hybrid nature, these
agreements combine elements of partnership, sale, loan, and donation contracts
and therefore cannot be classified within a single traditional contractual category.
The study further demonstrates that crowdfunding platforms perform functions
extending beyond those of ordinary intermediaries. Licensed and supervised by
the Securities and Exchange Organization, they are responsible for conducting due
diligence, verifying project information, protecting investors' funds, ensuring
transparency, and complying with regulatory requirements. In practice, these
responsibilities closely resemble those imposed on regulated financial institutions.
The study finds that the current Iranian regulatory framework incorporates several
mechanisms designed to protect investors. These include limits on individual
investments, mandatory financial participation by project owners, collateral or
guarantee requirements, comprehensive disclosure obligations, and post-funding
regulatory supervision to ensure that raised funds are used for their intended
purposes. While these measures reduce risks associated with fraud and project
failure, important legal deficiencies remain. The absence of an operational
secondary market for crowdfunding investment instruments restricts investor
liquidity despite ongoing efforts to establish such a market. In addition, existing
regulations provide inadequate protection for innovators' intellectual property
rights when business ideas are publicly disclosed through crowdfunding platforms,
and the legal status of foreign investors remains insufficiently regulated, limiting
opportunities for cross-border investment. The research also evaluates regulatory
compliance requirements relating to anti-money laundering (AML), counter-
terrorist financing (CTF), fraud prevention, cybersecurity, and data protection.
Although existing Iranian AML/CFT legislation and cyber laws generally apply to
crowdfunding activities, their application remains fragmented. The study therefore
recommends that crowdfunding platforms implement comprehensive Know Your
Customer (KYC) procedures, strengthen AML compliance, enhance cybersecurity
measures, and adopt robust data protection standards consistent with international
financial practice. Given Iran's limited integration into international financial
networks, compliance with internationally recognized AML/CFT standards is
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considered essential for improving market credibility and facilitating future
international cooperation. Comparative analysis demonstrates that foreign
jurisdictions have adopted more comprehensive regulatory approaches. The
European Union has established a harmonized framework through Regulation
(EU) 2020/1503, introducing common licensing standards, cross-border market
access, and enhanced investor protection. In the United States, the JOBS Act
significantly expanded access to equity crowdfunding while maintaining
regulatory oversight by the Securities and Exchange Commission. France has
likewise developed a mature regulatory regime by establishing specialized legal
categories for crowdfunding intermediaries and aligning its domestic legislation
with European standards. These experiences illustrate the importance of
combining regulatory flexibility with effective supervision to encourage
innovation while protecting investors. Based on these findings, the study
recommends strengthening the legal framework governing crowdfunding in Iran
by elevating the current regulatory directives into formal legislation or
incorporating explicit crowdfunding provisions into the Capital Market Act. It
further recommends accelerating the establishment of a secondary market for
crowdfunding securities, strengthening investor rights, introducing more flexible
financing conditions for startups through alternative guarantee mechanisms and
reduced transaction costs, and expressly recognizing crowdfunding platforms as
obligated entities under AML/CFT legislation. Additional reforms include
facilitating foreign investment through coordinated financial regulations,
strengthening legal protection for intellectual property, and promoting public
awareness of crowdfunding through educational and institutional initiatives. The
study concludes that crowdfunding has significant potential to mobilize public
capital for entrepreneurial and productive activities, provided that it is supported
by a transparent, coherent, and internationally compatible legal framework.
Continued regulatory reform, stronger investor protection, enhanced supervisory
mechanisms, and closer alignment with international best practices will improve
market confidence, facilitate innovation, attract investment, and contribute to the
sustainable development of Iran's capital market and knowledge-based economy.
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3. Crowdfunding
4. FinTech
5. Jumpstart Our Business Startups (JOBS) Act, 2012
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6. Reward Crowdfunding
7. Equity Crowdfunding
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8. Debt Crowdfunding
9. Donation Crowdfunding
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12. Financial Intelligence Unit (FIU)
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