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1- INTRODUCTION

During the last century, many governments have established many rules in the field of investment to
strengthen the economic system. One of the most important economic areas in which regularization of
investment has been the attention of governments during the last few decades is the shares of companies,
especially listed companies. Undoubtedly, investment rules have the necessary efficiency and cause capital to
enter the economic system, guaranteeing investment security. For this reason, to create investment security in the
shares of stock exchange companies, several mechanisms have been determined in the laws of most countries.
One of the most critical mechanisms in this field is the "information disclosure™ of stock companies.

The information disclosure issue of stock companies is also accepted in Iran's legal system. It is considered in
many laws and regulations, such as the Securities Market Law (approved 2005) and executive instructions for
information disclosure of companies registered with the Stock Exchange Organization (approved 2007). Is
placed. Regardless of this attention, which indicates its importance from the legislator's point of view, the
"disclosure of information™ of listed companies has gained a significant reputation in Iran's economic system in
recent years. The first importance of this issue goes back to the acceptance of the shares of commercial
companies by many investors, primarily legal entities, in the last two decades; So that due to the limitation and
insufficient diversity of the capital market in Iran and the difficulties of investing in foreign markets, many
investors have turned to owning the shares of stock exchange companies. Based on this, it can be said that
"Information disclosure” of stock exchange companies will effectively determine the profit and loss of a large
group of investors. In addition, in the past years, Iran's stock exchange system has experienced a bubble-like
increase in the stock value of listed companies and its sudden fall in a short period, which has caused severe
losses to many shareholders. Considering that this economic fluctuation in the stock exchange system is related
mainly to the non-disclosure of information by stock exchange companies, it clearly shows the importance of
"information disclosure."

2- PURPOSE

One of the most prominent requirements of a dynamic and efficient capital market is information
transparency and timely and appropriate information. Due to the adverse consequences that the lack of timely
and correct disclosure of information related to companies has on the legal entity of the company, shareholders,
the stock market, and the economic system of countries, governments have always tried to prevent the
concealment of information owners by creating legal mechanisms—important companies in the stock market.
One of the mechanisms that can be seen in the legal system of many countries today is the obligation to disclose
the information of stock companies. For this reason, the obligation to disclose important information related to
securities that may affect the decision of investors has been imposed on the crucial actors of the securities market
as the case may be; In this regard, in Iran's legal system, although in the Securities Law (approved in 2014), the
creation of a system of mandatory information disclosure in securities transactions in the primary and secondary
markets has been considered by the legislator; Despite these legal sources governing the information disclosure
activities of stock companies, i.e. the Securities Market Law (approved 2005) and the executive instructions for
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information disclosure of companies registered with the organization (approved 2007), they do not have many
rules regarding the identification of the bases governing information disclosure, as well For many reasons, these
laws and regulations could not fill the existing legal gaps well and guarantee the rights of all the stakeholders of
the capital market; So this failure has caused many ambiguities regarding things such as the principles of
information disclosure, the concept of information disclosure and its foundations.

3- METHODOLOGY

Considering the existing ambiguities, the current research will examine the legal dimensions of information
disclosure of listed companies in the legal system of Iran and several other countries using the descriptive-
analytical method based on library studies.

4- FINDINGS

The findings of this article indicate that information disclosure in the securities market is associated with
problems due to its complexities. In a division, they include an information classification system, loss to the
company, and conflict of interests.

First: Iran's legal system is the essential basis for the "information disclosure™ of stock exchange companies,
the protection of investors, and the security of their investment; Because investors may buy shares at a high price
or sell them at a low price due to lack of awareness. In fact, in the market, in many cases, there is economic
inequality between the parties of a contract, which may lead to the loss of the weaker party. In Iran's legal
system, this basis is essential for the rules governing the disclosure of information of stock companies. In the
judicial system, it is accepted in the decisions issued by some courts. As stated in the decision issued by one of
the courts: the best result of information disclosure in the securities market is to protect the ordinary investors of
this market against the risk of misuse of information by people who, due to their position Especially in listed
companies, they become aware of the confidential information of these companies.

Second: In Iran's legal system, the Securities Market Law (approved in 2005) called the information that
must be disclosed "confidential." In the description of this information, it was stated: "Any information not
disclosed to the public that directly or indirectly Securities, transactions or its issuer are related, and in case of
publication, it affects the price or the decision of investors to trade related securities™ (Paragraph 32, Article 1).
This rule is stated in another way in the executive directive for information disclosure of companies registered
with the Securities and Exchange Organization (Information Disclosure Directive). While emphasizing that the
"important information” of listed companies must be disclosed, the directive states in the description of
"important information”: "Information about the events and decisions related to the publisher that had a
significant impact on the price of the publisher's securities and the decision of investors." be" (Paragraph 6 of
Acrticle 1); Also, although in many legal systems, only "important information” or the same information that
affects the decision of a conventional investor to carry out or not carry out the transaction of the company's
shares, must be disclosed; However, examples of "important information” and its exact border from
"unimportant information™ are ambiguous in some cases; For this reason, it is challenging to count important
information in a list. Based on this difficulty, in Iran's legal system, the information disclosure directive
(approved in 1386) only mentioned some examples of important information and left the recognition of other
important information to the stock exchange company (Article 4).

Third: In Iran's legal system, like many legal systems, the principle of correctness of information has been
taken into consideration; In this regard, the Securities Market Law (2004), to fulfill the code of correctness of
information, not only emphasizes avoiding "untrue information" in numerous articles, but the legislator tries to
give credibility to reports issued by companies by determining mechanisms. Is; For example, in Article 7 of the
Information Disclosure Directive, regarding notices and financial statements that require the approval of the
auditor, the publisher is required to obtain the auditor's opinion regarding that information concerning the set
deadlines; In this regard, in one of the opinions issued by the arbitration board of the Stock Exchange, the board
has stated in approving and validating the auditors' report: "Although the petitioner claimed that the declared
profit of each share was fictitious; Despite this, considering that the company's financial statements on the
alleged date were prepared based on standard audit reports that were approved by the auditing institutions that
are members of the public accountants' society and committed to the stock exchange, the claimant's claim is not
accepted, and the judgment is issued against it. ».

Fourth: In Iran's legal system, the issue of comprehensibility of information is not explicitly mentioned in the
Securities Market Law and the Information Disclosure Directive; Despite this, according to Iranian
jurisprudence, since managers have powers in using the principles of profit realization, matching estimates and
forecasts, and applying methods such as changing the technique of evaluating inventory and goodwill
depreciation, current or capital costs, and determining the cost of doubtful receivables, which can by abusing it,
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change the amount of profit and other information related to the company; Therefore, the information provided
should not only be vague and general, but should be as detailed as possible and include all financial and
management issues; Also, due to the specialized aspect of many information and the lack of understanding of
accounting principles by many investors, the comprehensibility of the information does not mean that it is
comprehensible to the public, but the said information should be presented in a way that can be used by experts
and analysts. have; In this regard, the information disclosure instructions contain materials that can be deduced
from their content to understand the principle of information; Among these cases, Article 5 of this directive
stipulates: "... important information must be provided clearly, accurately and as little as possible." This issue
implies a detailed and understandable disclosure of information. Another article is Article 18 of this directive.
Since, in some cases, the published financial reports create ambiguity in the company's situation in some ways or
that it does not clarify its situation well, in this regard, Article 18 of the Information Disclosure Directive, the
company has obliged the stock exchanges to disclose other necessary information upon the request of the stock
exchange organization.

5- CONCLUSION

Today, in most economic systems, one of the essential rules that stock companies must follow is the rules
related to information disclosure. Due to the importance of this issue in the legal system of Iran, the disclosure of
information about stock companies is accepted. In the laws and regulations, mechanisms are foreseen for it.
Considering this issue and its importance in Iran's economic system, the current article has investigated the
concept, subject scope, theoretical foundations, principles, challenges, and obstacles of information disclosure of
listed companies with a descriptive-analytical method. The investigations of this article indicate that among the
many theoretical bases expressed for the basis of information disclosure, the protection of investors is considered
the most important legal basis. Also, the disclosure of stock market information follows several principles, the
most prominent of which are: the principle of timely disclosure of information, the principle of correctness of
data, and the focus on comprehensibility of information. Even though these principles are explicitly considered
in the laws and regulations of Iran's legal system or can be inferred from these laws and regulations, information
disclosure in practice has many challenges and obstacles, such as the application of the information classification
system. Some companies are faced with the avoidance of loss to the company and the conflict of interests of
managers, which has caused non-compliance with the principles of information disclosure. In addition, the non-
observance of some regulations in Iran's legal system lacks a guarantee of sufficient implementation or has a
vague guarantee of performance. For this reason, it is suggested that, in the future amendments of the Securities
Market Law or the Information Disclosure Directive, on the one hand, the guarantee of vague executions, such
as the guarantee of criminal execution of failure to comply with the principle of the correctness of the
information (which without determining the legal punishment, in general, The Islamic Penal Code is referred to),
the ambiguity should be resolved and on the other hand, the principle of comprehensibility of information should
be clearly mentioned, and the guarantee of legal enforcement of non-compliance should also be determined
precisely.

Keywords: information disclosure, timely disclosure, accuracy of information, comprehensibility, conflict of
interest.
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