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FOREWORD

In the month aof Esfand 1347 (March 1969), an amendment to
the Iranian Commearcial Code, consisting of three hundred separate
articles, was enacted into the law providing Iran with a modern
companies law. Although English translation of the new law is
available, the time that has passed since then has brought the need
of prospective foreign Investors (and local investors, too) for more
readily available information about the law. Our purpose in
preparing this booklet is to help meet this need and we have
attempted to present the material in a format that will make the
investors' 1ask as simple as possible, We will be more than grateful
for any comments, suggestions, corractions, etc.

We should point out for those who are totally unfamiliar with
the new law that it provides for two types of joint stock companies,
the public company (Sherkat Sahami Am) and the private company
{Sherkat Sahami Khass}. The main difference between the two is
that the public company is permitted to offer its shares and debt
securities to the public while the private company is not. We have
included as Annex A a list of additional differences between the
public and private companies but should note here that there are a
number of procedural requirements applicable to the public but not
to the private company thal we have not attempted to cover in the
texd.
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Of necessity, this booklet is limited to the basic paints that a
prospective investor should know about when he is considering the
formation of a corporate enterprise in Iran. For those who decide to
go beyond the preliminaries, the services of a reliable Iranian lawyer
or law firm should be obtained to advise on and assist with all of the
legal aspects of the venture.

Organization for Investment,
Economic & Technical
Assistance of Iran
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1.1. Definition

The Joint Stock company is defined by the law as a company
whose capital |s divided into shares and the liability ot whose
shareholders Is limited to the par value of their shares, As
mentioned in the Foreword, the Joint Stock company may be either
a public company (Sherkat Sahami Am) or a private company
(Sherkal Sahami Khass). The main difference between the twols
that the public company may offer its shares and debt securities o
the public whila the private company may not. See Annex A tor
additional differences between the public and private companies.

1.2. Other Forms of Business Association
In addition to the Joint stock company, the lranian Commercial
Code provides for the following types of business association:

(@) Limited liability company (Sherkat ba Masouliyat
Mahdoud)
(o) General partnership (Sherkat Tazamoni)
(¢) Limited partnership (Sherkat Mokhtalet Gheyr Sahami)
(d) Mixed joint stock partnership (Sherkal Maokhtalet
Sahami)
(e)  Proportional liability partnership (Sherkat Nesbi)
()  Production and consumption cooperative (Sherkat
Ta'avoni Towlid va Masraf)
Of the mentioned listed companies, the limited liability company and
the joint stock partnership provide fora limitation of shareholders’
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Establishing @ Joint Stock Company in Iran

liability to the value of their shares, Inthe case of the mixed joint
stock partnership, the law provides for both shareholders and
unlimited liability partners. The principal difference between the oint
stock and the limited liability company is that with the latter, the
capital may not be divided into shares and the panicipants may not
transfer their Interests therein without the approval of a majority of
the participants representing three-fourth (3/4) of the company
capital.

1.3. General Features

The shareholders of a jeint stock company participate in the
ownership, profit and losses, and distribution ot assets In
liguidation, in proportion to the shares held. Asindicated above,
the liability of each sharehalder is limited to the par value of his
shares and in the absence of fraud or other deceptive practices,
thare should be no recourse to shareholders for the liabilities of the
company. The company has a separate juridical personality by the
law and can sue or be sued in its own name. The shareholders
possess the usual shareholder nghts including, in general, the right
1o attend shareholders meetings. receive financial reports, elect
and replace the board of directors, and vote on major decisions of
the company.

1.4. Number of Shareholders
The law specifies that a joint stock company must have a minimum
of three shargholders,

1.5. Nationality of Shareholders
There are no lagal restrictions with respect to the nationality of
persons who may form joint stock companies. As a matter of policy,
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Egtabliching o Joint Stock Company in Iran

however, the lranian Government generally requires Iranian
shareholder participation in fields of activity deemed important to
the nation's development programs.

1.6 Shares
A Joint Stock company may issue both ordinary and preterred

shares in either bearer or registered form. While the law does not
specifically state what privileges may be accorded to preferred
shares, it is 'understood that priorities as to dividends and
distribution of assets in liguidation, and multiple voting powers will
be honored under the law, The principal differences between
registered and bearer shares relate to the manner of transfer and
tax implications. See Section 2.6. below.

1.7. Management

Management of a joint stock company is made the responsibility of
board of directors which must be elected by cumulative vating of
the sharehiolders al least once every two years. See Parl |V below
for additional information concerning the board of directors.

1.8. Dissolution and Liquidation

General provisions governing the dissolution and liquidation of a
joint stock company are provided in the law and companies are
authorized to specify in their Articles of Association any particular
provisions they may dasire so long as they are not inconsistent with
the law. Since the provisions of the law on this subject are general
in nature, it is advisable, when drafting Articles of Association, to
include procedures for dissolution and liquidation.
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