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Abstract

The aim of this article is to examine the degree of convergence and divergence
between Iranian legal regulations and the established rules of the legal systems of
England and the United States concerning the corporate opportunity doctrine.
Employing a descriptive-analytical approach and library-based research, the study
explores the necessity of safeguarding all opportunities rightfully belonging to a
company—an issue central to modern corporate governance frameworks. Conflicts
of interest arising from the agency problem and the separation of ownership and
control have prompted various legal systems to adopt clear and specific regulations
to prevent managerial misconduct. This has led to the development of an
independent legal doctrine known as the "corporate opportunity doctrine." In U.S.
and U.K. courts, if a company director is found to have breached fiduciary duties
by usurping an opportunity that belonged to the company, they face serious civil
and criminal consequences. The legal foundation for applying this doctrine, along
with its enforcement mechanisms, also exists within Iranian law. There is a
significant distinction between the concepts of lost profits and misappropriated
corporate opportunities. This article argues that a correct understanding of the
elements of the corporate opportunity doctrine—aligned with rules such as etlaf
(deliberate destruction), tasbib (causation), and the fiduciary nature of a director’s
authority—can facilitate an interpretation of existing regulations that is both
consistent with Islamic legal principles and applicable in judicial practice for
addressing managerial misconduct.
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Extended Abstract

1. Introduction

Commercial companies, particularly
public joint-stock companies, play a
fundamental role in economic
development. Protecting their interests
through precise supervisory regulations
governing directors and key employees is
essential. A major challenge in this context
is preventing directors or employees from
appropriating corporate economic
opportunities in situations involving
conflicts of interest. In advanced legal
systems such as those of the United States
and the United Kingdom, this issue is
addressed under the  “Corporate
Opportunity  Doctrine,”  which  is
supported by well-defined legal and
criminal sanctions. In Iran, although the
doctrine has been less explicitly
articulated in legislation and legal
scholarship, some of its wunderlying
principles are reflected in current laws
and practices. This study employs a
comparative analysis to examine the
convergence and divergence between
Iranian regulations and those of the US
and UK.

2. Methods

This research employs an analytical-
descriptive approach utilizing a library-
based method. First, the historical
background and foundations of the
doctrine in U.S. and UK. law were
reviewed. Then, by analyzing Iranian
regulations—including  relevant legal
provisions such as Articles 133 and 258 of
the amended Commercial Code—and the
principle of fiduciary holding by directors,
similarities and  differences  were
identified.
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3. Results

Findings indicate that the United States
employs an “ownership-based” approach,
focusing on whether the opportunity
rightfully belongs to the company and falls
within its business scope. In contrast, the
United Kingdom adopts a “status-based”
approach, which centers on breaches of
fiduciary duties and whether the director
has placed themselves in a position of
conflict of interest. Both systems provide
remedies such as compensation for actual
damages, disgorgement of profits, and, in
certain cases, punitive damages. In Iran,
although the doctrine is not explicitly
recognized, principles such as the
fiduciary possession of company assets by
directors, rules of tort liability and
causation, and prohibitions on
transactions detrimental to the company
offer potential alignment with the
doctrine’s  objectives. However, the
inability to claim loss of profit presents a
significant barrier to full compensation for
damages caused by the misappropriation
of opportunities.  Additionally, the
Corporate Governance Directive of the
Securities and Exchange Organization
emphasizes the need for disclosure of
interests and the avoidance of conflicts of
interest.

4. Conclusion

Despite the absence of specific
regulations, existing legal and
jurisprudential principles in Iran provide a
partial framework to address directors’
misuse of corporate opportunities. The
effective application of tort liability rules,
a broad interpretation of relevant legal
provisions, and reliance on customary
standards to determine whether an
opportunity belongs to the company can
serve as practical tools to protect
shareholders’ rights. It is recommended
that the legislature enact specific
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provisions to clearly define the criteria for
identifying corporate opportunities and
establish appropriate legal and criminal
remedies, thereby enhancing investor
confidence and promoting economic
growth.
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