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Abstract

Utility tokens serve, on the one hand, as instruments
enabling access to services based on distributed ledger
technology (DLT) and, on the other hand, have been
employed by emerging businesses and start-up enterprises as
an innovative mechanism for capital formation and
fundraising. This financing model seeks to reduce many of
the administrative formalities traditionally associated with
investment and financing companies while simultaneously
relying on DLT to establish trust and transactional legitimacy
without the involvement of centralized intermediaries
responsible for validating financing processes. Instead, the
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credibility of the fundraising process derives from the
collective participation of contributors and investors
operating across transnational digital networks. This novel
financing mechanism gives rise to numerous legal
challenges. The issuance and offering of such tokens
generally do not occur through conventional legal and
regulatory channels established by policymakers and
legislative authorities; rather, these processes are conducted
through decentralized distributed ledger infrastructures and,

in certain instances, through centralized crypto-asset service
providers. Consequently, utility tokens hold a legally
ambiguous space situated between technological innovation,
investment regulation, and financial governance. Employing
a descriptive-analytical methodology, this study concludes
that the Iranian legal system has thus far adopted a largely
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non-interventionist and reactive regulatory approach toward the issuance and
offering of utility tokens. By contrast, the European Union has sought to distinguish
utility tokens from other categories of crypto-assets and, in accordance with their
legal nature and functional objectives, has established specific regulatory
requirements governing their issuance, offering, and related services.
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Extended Abstract

Utility tokens, as digital assets operating on the basis of distributed ledger
technology (DLT), not only facilitate users’ access to a wide range of technology-
based services, but also provide start-up enterprises and emerging businesses with an
innovative mechanism for capital formation and fundraising. This novel financing
model, commonly referred to as tokenization, removes many of the administrative
formalities of the traditional methods of raising capital and enables broad
participation by investors across global markets. Tokenization, through blockchain
technology, offers significant advantages in comparison with conventional financing
structures. By reducing or eliminating the role of conventional financial
intermediaries, financing transactions may occur directly between investors and
business entities, thereby decreasing transactional costs and increasing operational
efficiency and speed. Furthermore, the transparency and security of blockchain
infrastructures strengthen investor confidence and facilitate the traceability and
verification of transactions. Tokenization also minimizes geographical limitations
and allows businesses to attract investment on a transnational scale. In this respect,
tokenization has created new opportunities for investment, financial innovation, and
business development by providing a secure, transparent, and efficient digital
framework for fundraising activities. Despite these advantages, tokenization
simultaneously encounters complex legal and regulatory challenges. One of the
principal difficulties stems from the incompatibility between the innovative nature
of tokenized assets and the conceptual structures of conventional legal regimes. The
legal characterization of tokens, namely whether they should be classified as
securities, currencies, commodities, digital property, or a distinct sui generis
category of assets, directly affects the regulatory framework applicable to their
issuance and operation. In addition, the decentralized and inherently transnational
character of tokenization increases the possibility of misuse for unlawful purposes,
including fraud, market manipulation, money laundering, and other forms of illicit
financial activity. These concerns underscore the necessity for effective regulatory
oversight and the development of comprehensive legal frameworks capable of
addressing emerging risks while preserving technological innovation. At the same
time, the absence of clear legal protections for users and investors within this
emerging market increases investment risks and undermines public confidence in
crypto-asset ecosystems. Given the growing significance of tokenization and its
increasing impact on the global economy, the adoption of comprehensive and
transparent regulatory frameworks appears indispensable. Such regulations must be
designed in a manner that simultaneously supports innovation and market
development, protects investors and consumers, particularly retail and non-
institutional investors, and prevents potential abuses and unlawful financial
practices. Recruiting a descriptive-analytical methodology, the present study
concludes that legal systems are under an obligation to establish transparent
standards and regulatory requirements governing the issuance, offering, and
provision of services related to utility tokens. Such regulatory measures are essential
to safeguard consumers and investors, particularly small-scale and non-professional
investors, from the dissipation of their assets and financial interests. Moreover, legal
systems must address criminal financial activities associated with utility tokens,



Journal of Legal Research: V. 25, No. 65, Spring 2026 134

including market abuse, fraudulent offerings, money laundering, and similar
misconduct committed by developers and crypto-asset service providers. The study
further demonstrates that the Iranian legal system has thus far failed to adopt
proactive and operational regulatory measures concerning utility tokens. This
regulatory passivity has created uncertainty for decentralized platforms regarding the
issuance, offering, and provision of crypto-related services within Iran, while
simultaneously exposing consumers and investors, especially non-institutional
investors, to substantial legal and financial risks. Given that crypto-asset markets are
inherently global and transnational in nature, the Iranian legal system should not
disregard the regulatory initiatives undertaken at the supranational level by the
European Union with respect to utility tokens and crypto-asset service providers.
The development of an effective domestic legal framework without reference to
evolving international regulatory standards may lead to regulatory fragmentation,
distort competition within domestic markets, complicate cross-border activities of
crypto-asset service providers, and, most importantly, facilitate regulatory arbitrage.
Accordingly, the study proposes that the Iranian legal system, drawing upon the
regulatory requirements and standards established under the European Union’s
Markets in Crypto-Assets Regulation (MiCA) and the regulatory guidance of the
European Banking Authority (EBA), should undertake comprehensive regulation of
the issuance, offering, and provision of services relating to utility tokens.
Furthermore, the study recommends revisiting the provisions of the Iranian
Electronic Commerce Act of 2003, particularly those relating to consumer protection
(Articles 33-49) and advertising regulations (Articles 50-57), in light of the evolving
nature and functions of utility tokens. Such reforms would constitute an important
step toward harmonizing the Iranian legal system with contemporary global
developments in the field of crypto-assets and, in particular, utility tokens.
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5. Utility Token

6. Distributed Ledger Technology (DLT)
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34. Bitcoin

35. Forks

36. Litecoin

37. Bitcoin cash
38. DAI

39. Tether

40. Stablecoin
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41. Security Token
42. Money Market Fund (MMF)
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