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The Structural Basis of Managerial Liability in Investment (Capital Supply) Companies:
Foundations and Legal Principles

Ali Keshavarz!
Mohammad Hossein Ansari-Haghighi?

Abstract

The liability of managers in investment (capital supply) companies is governed by distinct legal
principles. In fact, given that such companies are established as joint-stock entities, this may create
the illusion that the managers’ liability merely follows from the legal nature of the company’s
formation. Therefore, in pursuit of a sound answer, a detailed examination of the theoretical
foundations of managerial liability, along with the formation and legal effects concerning
investment companies, has been undertaken. Through analysis of the relevant descriptions and
concepts, the research introduces the theory of liability based on the structural role of managers in
investment companies as the main outcome . In this framework, risk-taking is considered an
inherent component of the constitutive elements of investment companies built upon expertise in
trade and investment. Accordingly, absolute managerial liability is recognized both toward third
parties and toward the company itself, due to the implicit presumption of responsibility when
professional standards and conventional practices are not observed.

Keywords: Managers’ liability, Investment companies, Structural role theory of managers,
Absolute liability, Joint-stock companies.
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