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ABSTRACT

The enactment of the Law of the Central Bank of the Islamic Republic of Iran in 2023 altered the decision-making structure and
the distribution of certain regulatory and supervisory powers of the Central Bank, thereby highlighting the need to reassess the
process of banking rulemaking from the perspective of public law. The principal research question concerns the relationship
among the three fundamental stages of this process: the competence of the rulemaking authority, the drafting and adoption of
regulations, and their control and review. Using a doctrinal method and a normative approach, the study examines the relevant
laws, regulations, and implementing documents and employs legal adequacy as an operational criterion for evaluation. This
criterion focuses on the possibility of identifying the source and limits of legal authority, reconstructing the decision-making
process and its underlying reasons, and determining whether an effective mechanism exists for control and correction. The
findings indicate that identifiable legal rules and institutional capacities exist in all three areas; however, the links among them
are not always clear or integrated. With respect to competence, the dispersion of legal sources and the proximity or overlap of
certain organizational roles increase the need for precise documentation of the source of authority and the responsibility of each
competent body. Regarding procedure, rules concerning assessment, consultation, justification, and publication are provided
for in various legal and administrative instruments, but they are not consistently consolidated into a single, traceable record of
the regulatory decision. In the area of control, a judicial mechanism exists for reviewing regulations of general application;
nevertheless, incorporating the outcomes of such review into the subsequent process of amendment and reconsideration
requires a more coherent framework. On the basis of these findings, the article proposes three complementary instruments: a
“competence map” for documenting the legal basis and limits of authority, a “regulatory dossier” for consolidating the stages
and reasons underlying the regulatory decision, and a “control-feedback register” for connecting the outcomes of challenges and
judicial review with subsequent regulatory revisions. An illustrative application of this framework to the 2024 Directive on
Domestic Rial-Denominated Letters of Credit demonstrates that information concerning the source of authority, the reasons for
revision, and judicial control is accessible, but remains dispersed across separate documents. The proposals advanced in this
article are intended to complement the legal design of banking rulemaking and, by themselves, do not imply their economic or
administrative effectiveness.
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EXTENDED SUMMARY
Banking rulemaking constitutes not merely a technical instrument of monetary and financial
governance but also a form of public authority through which binding obligations, restrictions,
permissions, and institutional expectations are imposed on credit institutions, customers, and other
market actors. For this reason, the legal quality of banking regulation cannot be assessed solely by
reference to economic efficiency, prudential expertise, or the technical sophistication of regulatory
standards; it must also be evaluated in terms of the lawful source of regulatory power, the limits
imposed on that power, the procedures through which regulatory decisions are formulated, and the
availability of mechanisms through which such decisions may be reviewed, challenged, corrected, or
revised. Iranian scholarship on economic regulation has similarly emphasized that good regulation
depends upon the legality of regulatory intervention, sound institutional design, the quality of the
decision-making process, and the existence of mechanisms capable of controlling the exercise of
public power (Asgharnia & Rostami, 2018, 2020; Rostami & Asgharnia, 2024). The enactment of the
Central Bank Law in 2023 provides a new legal context for reconsidering these questions. The new
legal framework reorganized important elements of the Central Bank’s institutional structure,
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redistributed a number of regulatory and supervisory functions, recognized specialized regulatory
and supervisory bodies within the Bank, and transferred the statutory functions and powers
previously exercised by the Money and Credit Council to the High Board under the conditions
provided by the new legislation. The significance of these changes lies not merely in institutional
reorganization but in their implications for the legal traceability of regulatory authority. In a system
in which the source, scope, and institutional location of regulatory competence may derive from
several legal instruments adopted at different times, determining whether a banking regulation has
been validly adopted requires more than identifying the institution that issued it. It requires
reconstruction of the legal chain connecting statutory authorization, institutional competence,
procedural preparation, final adoption, implementation, and subsequent review. This study
therefore addresses the central question of the extent to which the post-2023 Iranian legal system
establishes a coherent relationship among three interconnected dimensions of banking rulemaking:
regulatory competence, the process of drafting and adopting regulations, and the mechanisms of
legal control and regulatory revision. The article uses the concept of “legal adequacy” not as an
autonomous theoretical doctrine but as an operational analytical criterion through which these
dimensions can be assessed in an integrated manner (Baldwin et al., 2012; Black, 2008).

The theoretical framework of the study proceeds from the premise that regulatory authority in the
banking sector remains an exercise of public power even where it is highly specialized, technically
complex, and directed toward financial stability. Expertise cannot substitute for legal competence,
nor can the need for speed, confidentiality, or institutional discretion eliminate requirements of
accountability and control. The literature on good regulation has consistently associated legitimate
regulatory governance with a clear statutory mandate, accountability, openness and fairness in
regulatory procedures, technical expertise, and institutional efficiency (Baldwin et al., 2012). At the
same time, modern regulatory systems frequently operate through polycentric structures in which
policy formulation, technical drafting, implementation, supervision, enforcement, and review are
divided among several actors. In such systems, the legal legitimacy of regulation depends not only
upon the existence of formal competence but also upon the possibility of attributing each stage of the
regulatory process to an identifiable and accountable authority (Black, 2008). Iranian studies of
regulatory jurisdiction have likewise demonstrated that overlapping or insufficiently defined
mandates may generate legal disputes between regulatory institutions and may complicate the
attribution of authority and responsibility (Rostami & Hosseinipour Ardakani, 2013). These concerns
are especially significant in banking regulation because the regulator performs multiple functions
involving prudential supervision, licensing, institutional oversight, rulemaking, enforcement, and
protection of financial stability. Domestic scholarship concerning banking supervision and central-
bank independence also demonstrates the importance of institutional design, supervisory authority,
accountability, and the proper legal allocation of regulatory responsibilities (Elsan & Negin-Taji,
2022; Kaviani et al., 2023; Rouhani & Parhizkari, 2017). The study therefore derives three analytical
requirements from this body of scholarship. First, the source and boundaries of regulatory
competence must be legally ascertainable. Second, the process through which a regulation is drafted
and adopted must be documented sufficiently to permit reconstruction of the regulatory problem,
the relevant information, the alternatives considered, and the reasons underlying the final decision.
Third, the resulting regulation must remain subject to effective mechanisms of accountability,
review, correction, and revision. Transparency and participation support these requirements
because they make administrative reasoning more visible and facilitate scrutiny of regulatory
decision-making (Bidar et al., 2022; Coglianese et al., 2008). Nevertheless, the banking context
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requires proportionality, because confidentiality, urgency, financial stability, and the danger of
market-sensitive disclosure may legitimately affect the form and timing of transparency without
eliminating the underlying requirements of legality and accountability (Bagheri & Hemmati Khalili,
2024).

Methodologically, the research adopts a doctrinal and normative legal approach and treats the rule,
or interconnected set of rules governing a regulatory decision, as the principal unit of analysis. The
analysis covers the legal sources governing the competence of banking regulators, the preparation
and adoption of regulations, and the judicial or administrative mechanisms through which
regulations may subsequently be challenged and reconsidered. The principal domestic legal
framework is interpreted together with relevant implementing instruments and scholarly literature,
while international regulatory literature is used only as a supplementary analytical benchmark rather
than as an independent source of binding authority within Iranian law. The analytical procedure
begins by identifying the legal source of authority, the institution legally empowered to make the
decision, the substantive scope of that power, and the procedural requirements applicable to the
regulatory measure. These elements are then examined against the operational criterion of legal
adequacy. The first component of that criterion asks whether the origin and limits of the authority
can be reliably identified; the second asks whether the pathway and reasons of the regulatory
decision can be reconstructed; and the third asks whether an effective legal route exists for
controlling, correcting, and revising the regulation. This approach deliberately distinguishes
between the mere existence of statutory power and the legal quality of its exercise. Regulatory
legitimacy is therefore treated as a function not only of substantive jurisdiction but also of the
institutional and procedural architecture through which jurisdiction is exercised (Asgharnia &
Rostami, 2018; Rostami & Asgharnia, 2024). In procedural terms, the study draws particularly on the
regulatory-governance literature concerning regulatory impact assessment, stakeholder
participation, transparency, reason-giving, and ex post monitoring. The OECD approach to
regulatory impact assessment emphasizes problem definition, identification of regulatory and non-
regulatory alternatives, proportional assessment of costs and benefits, stakeholder engagement,
implementation considerations, and subsequent evaluation (Oecd, 2020). Likewise, transparency
and public participation contribute not merely to democratic legitimacy but also to the creation of
an administrative record capable of supporting later accountability and judicial scrutiny (Coglianese
et al., 2008). The study does not, however, assume that every banking regulation must undergo
identical procedures. Rather, it treats proportionality as essential: the procedural burden
appropriate for a technical, low-impact rule may differ from that appropriate for a major rule
affecting credit institutions, customers, competition, market access, or systemic stability.

The findings concerning regulatory competence indicate that the post-2023 legal framework
contains identifiable institutional structures and statutory powers but also presents challenges of
legal traceability. The new Central Bank architecture distributes regulatory preparation, policy
decision-making, implementation, supervision, and disciplinary functions among several
institutions and officeholders. Consequently, the principal difficulty is not the absence of regulatory
institutions but the need to determine precisely which authority performs which legal function and
upon what statutory foundation. The transfer of functions formerly exercised by the Money and
Credit Council provides continuity in regulatory authority, but in particular cases the legal scope of
the successor authority may still have to be reconstructed by reading the new law together with
earlier statutory provisions that originally conferred specific powers. Such dispersion does not itself
invalidate regulatory authority; it does, however, increase the importance of documenting the legal
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basis of each significant regulation. The study therefore proposes a “competence map” as a practical
mechanism for recording the statutory source of authority, the drafting unit, the approving authority,
the body responsible for implementation and supervision, and the authority competent to reconsider
or amend the regulation. This mechanism is intended to improve legal traceability rather than to
create new powers. The analysis also identifies the concentration or proximity of several functions
within particular institutional positions as a matter requiring functional safeguards. Where policy
initiation, drafting, supervisory assessment, licensing, enforcement, or approval are institutionally
close, the existence of multiple roles does not in itself demonstrate conflict of interest or institutional
failure, but it increases the importance of internal controls, clear allocation of responsibility, and
independent legal review (Kaviani et al., 2023; Rouhani & Parhizkari, 2017). The article therefore
proposes ex ante legal review of major regulations before adoption. Such review should determine
whether the adopting body has jurisdiction, whether the subject matter falls within the statutory
mandate, whether the proposed regulation conflicts with superior legal norms, and whether it
imposes restrictions that exceed legislative authorization. This proposal reflects the principle that a
legitimate regulatory mission must remain anchored in law and that accountability mechanisms
should operate not only after litigation but also during the regulatory process itself (Baldwin et al.,
2012). The competence map, functional separation between drafting and review, and ex ante legality
review are therefore presented as complementary tools for strengthening the legal architecture of
banking rulemaking.

The analysis of the procedural and control dimensions shows that Iranian law already contains
several requirements related to justification, consultation, transparency, publication, and judicial
review, but these requirements are dispersed across different instruments and do not necessarily
produce a single coherent and traceable regulatory record. This fragmentation is significant because
the legality and quality of a regulatory decision may depend upon information located in separate
documents concerning statutory authority, technical assessment, stakeholder consultation, reasons
for adoption, publication, implementation, and subsequent review. The article therefore proposes
the creation of a “regulatory dossier” for important banking regulations. Such a dossier would
consolidate, within a single connected record, the regulatory problem, legal basis, principal
alternatives, level of ex ante assessment, significant stakeholder comments, responses to those
comments, legal review, reasons for the final decision, effective date, confidentiality determinations
where relevant, and arrangements for future review. This proposal is consistent with the regulatory-
governance principle that decision-making should generate an evidentiary and justificatory record
capable of supporting accountability, learning, and review (Coglianese et al., 2008; Oecd, 2020). The
study also emphasizes that consultation should be meaningful rather than merely formal,
particularly for high-impact regulations. Relevant stakeholders should receive sufficient information
and a reasonable opportunity to comment, and the regulatory authority should document how
significant comments were considered. At the same time, banking regulation may justify exceptions
or modified procedures where early disclosure could threaten financial stability, reveal commercially
sensitive information, or facilitate market abuse; accordingly, transparency must be reconciled with
legitimate confidentiality concerns (Bagheri & Hemmati Khalili, 2024). Judicial review completes the
regulatory cycle by providing a mechanism through which regulations may be examined for lack of
competence, illegality, abuse or excess of authority, and violation of binding legal requirements. The
study argues, however, that effective legal control should not end with annulment or adjudication. It
therefore proposes a “control-feedback register” through which final judicial decisions concerning
Central Bank regulations would be recorded, assigned to a responsible unit, and incorporated into
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subsequent regulatory amendment or review. Judicial oversight of bodies exercising public authority
is closely related to the rule of law, accountability, and legal limitation of administrative power
(Rostami & Asgharnia, 2013). The article further distinguishes among jurisdictional or fundamental
defects, violations of essential procedural safeguards, and minor or remediable procedural
deficiencies, while expressly treating this classification as a normative analytical proposal rather than
as an established doctrine of Iranian judicial practice.

In conclusion, the study finds that the Iranian legal system after the 2023 Central Bank Law contains
identifiable legal foundations for regulatory competence, regulatory procedure, and judicial control,
yet these elements are not consistently connected within a unified legal pathway. The principal
deficiency is therefore better understood as one of integration, traceability, and systematic feedback
rather than as a simple absence of regulatory rules or institutions. The proposed framework seeks to
address this problem through three interconnected mechanisms: a competence map documenting
the source, scope, temporal basis, and institutional allocation of regulatory authority; a regulatory
dossier consolidating the procedural history, evidence, consultation, legal review, and reasons
underlying important regulations; and a control-feedback mechanism ensuring that the results of
judicial and other forms of legal review are incorporated into subsequent amendment and regulatory
learning. These mechanisms are intended to operate at different legal levels. Some can be
implemented through more systematic execution and documentation of existing obligations; others
may be established through internal regulatory arrangements within existing statutory powers; and
only those changes that create new legal authority, alter statutory limitations, or introduce sanctions
beyond existing competence require legislative intervention. The illustrative application of the
framework to the 2024 Directive on Domestic Rial-Denominated Letters of Credit demonstrates the
practical relevance of this approach: the legal basis of authority, the reasons for revision, and the
outcome of judicial review can be identified, but the relevant information remains distributed among
separate documents, while several elements of the regulatory process cannot be reconstructed
conclusively from publicly available materials. The proposed model does not establish that these
mechanisms will necessarily improve economic efficiency, financial stability, or administrative
performance, because the study does not include empirical evaluation of institutional behavior or
regulatory outcomes. Its contribution is narrower and specifically legal: it provides an integrated
framework for connecting competence, procedure, and control in banking rulemaking and for
transforming dispersed legal information into a more coherent, reviewable, and accountable
regulatory process.
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