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ABSTRACT

One of the key players in the economic sphere in both Iran and England is joint-stock companies. Upon their
establishment, these companies acquire independent legal personality, and decisions made by their general
assemblies and boards of directors affect the rights of third parties. In Iranian and English law, identifiable
principles and rules govern the relationships between participants in the commercial legal framework and, more
specifically, the regulation of relations between joint-stock companies and third parties. A portion of these
principles and rules pertains to the decision-making processes carried out within joint-stock companies. In Iranian
law, the decision-making processes in joint-stock companies are addressed by relying on codified principles
outlined by the legislator in the amended sections of the Commercial Code and other related laws. These laws
consider the rights of third parties affected by the decision-making processes of joint-stock companies. However,
due to the antiquity of the amended Commercial Code, which serves as the foundational and primary source of
regulation, and the scattered nature of other relevant requirements across various laws, third parties encounter
significant challenges in practice. Conversely, in England, the principles and rules governing joint-stock companies,
particularly decision-making processes, are more responsive to contemporary needs. Influenced by the judiciary's
role as a primary source of law, these principles and rules provide more effective solutions for regulating the
relationships between third parties and joint-stock companies and addressing the rights of such parties. Specifically,
identifying these principles and rules offers third parties practical remedies in disputes arising from infringements
of their rights due to the decisions made by joint-stock companies.
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1293 Circulation of written resolution proposed by members: (1)A company that is required under section 292 to circulate a resolution
must send or submit to every eligible member—

(a)a copy of the resolution, and

(b)a copy of any accompanying statement.This is subject to section 294(2) (deposit or tender of sum in respect of expenses of circulation)
and section 295 (application not to circulate members' statement).

(5) In the event of default in complying with this section, an offence is committed by every officer of the company who is in default.

(6)A person guilty of an offence under this section is liable—

(a)on conviction on indictment, to a fine;

(b)on summary conviction, to a fine not exceeding the statutory maximum.

(7) The validity of the resolution, if passed, is not affected by a failure to comply with this section”.
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EXTENDED SUMMARY
Joint-stock companies play a pivotal role in the economic landscapes of both Iran and England. Upon

formation, these entities gain independent legal personality, enabling their decisions—primarily
made by general assemblies and boards of directors—to impact third-party rights significantly. While
both Iranian and English legal frameworks encompass identifiable principles and rules to regulate
these relationships, distinct differences emerge due to historical, economic, and legislative evolution.
In Iran, joint-stock companies operate under principles established by the amended sections of the
Commercial Code and related laws. However, these codified rules, stemming from the mid-2o0th
century, fail to address modern complexities. Iranian legislation, characterized by scattered
regulations, creates challenges for third parties seeking justice in cases of rights infringement.
Conversely, England’s judiciary-driven common law system offers adaptive and practical solutions
to contemporary corporate governance issues, supported by legislative advancements like the
Companies Act 2006 (Hannigan, 2012).

This narrative aims to identify the principles governing joint-stock companies and assess their
implications for third-party rights under Iranian and English law. The comparison seeks to uncover
best practices and propose reforms for enhancing third-party protections in corporate decision-
making processes.

The research employs a descriptive-analytical approach, drawing on qualitative data and
comparative analysis. Legal principles in both jurisdictions are examined, focusing on legislative
provisions, judicial precedents, and academic interpretations (Eskini, 2019; Griffin, 2006). Emphasis
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is placed on the interplay between decision-making processes in joint-stock companies and the
resultant third-party implications.

Iranian law defines joint-stock companies in the 1967 Commercial Code, focusing on shareholder
contributions and limited liability (Issaei Tafreshi, 2021). However, the law's outdated nature and
fragmented supplementary regulations hinder its efficacy in safeguarding third-party rights. For
instance, creditors and employees often encounter obstacles due to ambiguous procedural
safeguards.

In England, economic crises in the 1970s and subsequent legislative reforms (Companies Acts of
1980, 1985, and 2006) reshaped corporate governance. English law prioritizes flexibility and
responsiveness to market dynamics, allowing third parties greater access to legal recourse. Judicial
interpretations, as emphasized by McLaughlin (2013), underpin the adaptability of the legal system
to new challenges, ensuring that corporate decisions align with broader societal interests
(McLaughlin, 2013).

Key principles in both jurisdictions include legal personality, shareholder participation, formalized
decision-making, and transparency.

e Iranian Law: Principles such as the independence of corporate legal personality and
shareholder participation dominate the regulatory framework. However, procedural
formalities and limited judicial engagement reduce its adaptability (Saghri, 2022).

« English Law: Beyond codified principles, English jurisprudence emphasizes equitable
remedies and fiduciary duties. For instance, directors must act in good faith, prioritizing
company and stakeholder interests. The introduction of shareholder voting rights for indirect
investors showcases progressive governance practices (Dignam & Lowry, 2012).

Decisions within joint-stock companies can directly or indirectly affect third parties, such as
creditors, employees, and investors. Iranian law’s procedural rigidity sometimes delays dispute
resolution, while England’s judiciary-driven framework provides timely and context-sensitive
interventions.

e Iran: The Commercial Code’s provisions for dispute resolution lack detailed guidelines on
addressing third-party grievances. For instance, decisions to reduce capital often neglect
creditor safeguards, exposing systemic vulnerabilities (Pasban, 2021).

o England: Mechanisms like the "Duomatic Principle" enable informal resolutions, provided
all stakeholders consent, thus balancing flexibility with accountability. Additionally, stringent
transparency requirements deter potential misuse of corporate resources (Sealy &
Worthington, 2013).

Comparative insights reveal a pressing need for legislative reforms in Iranian corporate law.
Modernizing the Commercial Code and integrating judicial discretion can bridge gaps in protecting
third-party rights. Lessons from England, particularly in adapting governance practices to evolving
economic needs, highlight the importance of incorporating stakeholder-centric principles.

The study concludes that robust corporate governance, underpinned by well-defined principles and
adaptable judicial frameworks, is essential for safeguarding third-party rights. By aligning legislative
provisions with economic realities, both jurisdictions can enhance corporate accountability,
contributing to equitable and sustainable economic growth.
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