@

~

Comparative Studies
in Jurisprudence,

Law, and Politics

—/

The Position, Powers, and Responsibilities of the Liquidator
in Iranian and Iraqi Joint-Stock Companies

1. Esmat Adil Areibi Furaiji: PhD Student, Department of Law, Faculty of Law and Social Sciences, University of Tabriz, Iran
2. Reza Sokouti Nasimi*: Professor, Department of Law, Faculty of Law and Social Sciences, University of Tabriz, Iran. Email:
r-sokouti@tabrizu.ac.ir (Corresponding Author)

ABSTRACT

The liquidator is one of the essential actors following the dissolution of joint-stock companies and is entrusted with important
duties, including the settlement of debts, management of the company’s remaining affairs, protection of the rights of creditors
and shareholders, and, ultimately, distribution of the company’s assets. Despite certain similarities arising from the influence of
Islamic jurisprudential traditions, civil law, and legal concepts derived from Western legal systems, significant differences exist
between Iran and Iraq regarding the manner of appointment, scope of powers, mechanisms of supervision, and legal
responsibilities of liquidators. In the Iranian legal system, the provisions governing the liquidation of joint-stock companies are
stipulated in the Amendment Bill to the Commercial Code and, with respect to the liquidation of bankrupt companies, in the
Bankruptcy Administration Act of 1939. In Iraq, by contrast, Companies Law No. 21 of 1997, together with its subsequent
amendments, constitutes the principal legal framework governing this area. Using a comparative approach and a descriptive-
analytical method, this article comprehensively examines the position, powers, and responsibilities of liquidators within the
Iranian and Iraqi legal systems. Through a comparative analysis of the relevant statutory provisions, the study seeks to identify
and examine the similarities and differences between the two legal systems and to evaluate the strengths and weaknesses of each.
The findings emphasize that, in order to enhance transparency and efficiency and to provide greater protection for stakeholders’
interests during the dissolution of joint-stock companies, the regulations governing liquidators in both countries need to be
reviewed and updated. Accordingly, the article proposes reforms to the relevant legal frameworks and measures to strengthen
the supervisory and executive roles of liquidators, thereby contributing to improvements in the quality of corporate dissolution
proceedings and enhancing public confidence in this legal process in Iran and Iraq.
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EXTENDED SUMMARY
The dissolution of joint-stock companies constitutes one of the most significant stages in the
corporate life cycle because it transforms the company from an active commercial entity into an
organization whose remaining legal capacity is primarily directed toward liquidation, settlement of
liabilities, realization of receivables, preservation of stakeholder rights, and final distribution of
residual assets. Within this process, the liquidator occupies a central legal and managerial position
because the effectiveness, transparency, and legality of liquidation largely depend on the scope of the
liquidator’s authority, the manner of appointment, the degree of supervision exercised over the
liquidation process, and the nature of civil and criminal liability imposed for misconduct. In Iranian
law, the legal framework governing liquidation is mainly derived from the Amendment Bill to the
Commercial Code and, in cases of bankruptcy, from the rules of the Commercial Code and the
Bankruptcy Administration Act. Iranian legal doctrine generally distinguishes between dissolution
resulting from bankruptcy and dissolution resulting from other causes, and this distinction affects
both the competent authority and the mechanism through which the liquidator is appointed and
supervised (Pasban, 2023; Simaei Sarraf, 2023; Skiny, 2010). In Iraqi law, the Companies Law
provides the principal statutory framework for the liquidation of companies and regulates matters
such as the appointment of the liquidator, reporting obligations, the continuation of the company’s
legal personality during liquidation, restrictions on the initiation of new transactions, protection of
creditors, and distribution of remaining assets (Farooq Ibrahim, 2021; Komani, 2014; Sami Medhat,
2006). Although the Iranian and Iraqi legal systems have been influenced by shared legal
foundations, including Islamic jurisprudential traditions, civil-law principles, and aspects of modern
company law, significant differences remain in their approaches to the organization and control of
liquidation. These differences are particularly visible in the balance between managerial autonomy
and institutional supervision, the extent to which the liquidator is regarded as an agent,
representative, or organ of the company, and the degree to which statutory rules define the
liquidator’s duties in detail. Accordingly, the present study adopts a comparative descriptive-
analytical approach to examine the legal status, powers, duties, appointment mechanisms, and
liabilities of liquidators in Iranian and Iraqi joint-stock companies, with the broader objective of
identifying the strengths, weaknesses, and reform needs of both systems.
A major point of comparison concerns the appointment and number of liquidators and the legal
authority responsible for initiating or supervising the liquidation process. In Iranian law, the method
of appointment differs according to the cause of dissolution. Where dissolution results from
bankruptcy and no Bankruptcy Administration Office exists within the relevant judicial district, the
court appoints the liquidator in accordance with the Commercial Code; where such an office exists,
the liquidation process falls within the institutional competence of that administrative body and is
conducted under the Bankruptcy Administration Act and the supplementary provisions of the
Commercial Code (Simaei Sarraf, 2023). In cases of dissolution unrelated to bankruptcy, the general
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rule is that the directors of the company assume responsibility for liquidation unless the articles of
association or the extraordinary general meeting provide otherwise. This rule has generated
doctrinal debate regarding the meaning of “directors” and whether the term refers exclusively to
members of the board of directors or may also include the managing director. Iranian corporate-law
scholarship has generally interpreted the expression in light of the terminology used throughout
company legislation, where references to “directors” commonly denote board members, while
provisions intended to encompass the managing director normally mention that position separately
(Pasban, 2023; Skiny, 2010; Sotodeh Tehrani, 1996). The number of liquidators may therefore vary. If
the existing board assumes liquidation duties, the number may reflect the statutory composition of
the board, whereas where the court or general meeting makes a separate appointment, the
appointment of a single liquidator is legally possible. Iraqi law follows a more explicitly regulated
mechanism. Where the general meeting resolves to liquidate the company, it must appoint one or
more liquidators within the statutory period, and if it fails to do so, the Companies Registration
authority may intervene and appoint the liquidator. Moreover, where statutory grounds for
dissolution exist but the company does not voluntarily begin liquidation, the registration authority
may issue notice, initiate liquidation, and appoint the liquidator itself (Al-Fiqi, 2002; Farooq Ibrahim,
2021). Thus, while both systems recognize the possibility of appointing either one or several
liquidators, Iraqi law gives a more visible role to administrative oversight, whereas Iranian law relies
more heavily on the internal corporate structure and, where applicable, judicial intervention.

Another important issue concerns the legal nature of the relationship between the liquidator and the
company. In Iranian legal scholarship, the legal status of directors during the company’s active life
has long been controversial. Some scholars have regarded directors as agents of shareholders, others
as agents of the company, others as statutory representatives, and still others as organs of the
corporate legal person (Farhi, 1993; Katouzian, 2009; Nasiri, 2019; Sotodeh Tehrani, 1996). During
liquidation, however, the legal position is more clearly defined because Iranian law expressly
characterizes the liquidator as the representative of the company in liquidation. This
characterization is significant because the company retains legal personality for purposes connected
with liquidation until completion of the process, even though its capacity is no longer equivalent to
that of an operating company. Some Iranian scholars therefore describe the legal personality of the
dissolved company as limited or incomplete, because it continues only to the extent necessary for
winding up its affairs (Skiny, 2010). In bankruptcy, the liquidator or Bankruptcy Administration may
also exercise the bankrupt entity’s financial rights and powers insofar as doing so is necessary to
satisfy creditors, which gives the liquidator a special statutory position distinct from the ordinary
concept of contractual agency (Simaei Sarraf, 2023). In Iraqi law, statutory language more directly
supports the view that the liquidator acts as an agent of the company within the limits of liquidation
powers and that all acts are performed in the company’s name (Sami Medhat, 2006). Nevertheless,
Iraqi legal scholarship has also considered alternative theories, including characterization of the
liquidator as an agent of creditors or shareholders. These views have been criticized because creditors
do not appoint the liquidator, the company may be liquidated even in the absence of outstanding
debts, and the liquidator may be appointed by a court or registration authority rather than by
shareholders (Dewaydar, 2008; Kamal & Anwar, 2007; Mahmoud Al-Musa'ada, 2011). The more
persuasive comparative position is therefore that the liquidator should be understood primarily as
the legal representative of the company in liquidation, exercising statutory powers for the collective
purpose of winding up the company rather than acting as the private agent of any single stakeholder

group.
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The functions and powers of the liquidator constitute the operational core of liquidation
management. In Iranian law, the liquidator is responsible for concluding ongoing affairs, fulfilling
outstanding obligations, collecting receivables, realizing and preserving assets, settling debts, and
distributing the remaining property among shareholders. New transactions may be undertaken only
to the extent necessary to complete existing commitments or facilitate liquidation. Because the
company’s legal personality continues for liquidation purposes, the liquidator may represent the
company before courts, initiate proceedings, defend claims, refer disputes to arbitration, conclude
settlements, and appoint legal counsel. Iranian law grants broad authority in this respect and treats
restrictions on the liquidator’s statutory powers as legally ineffective where such restrictions would
undermine the conduct of liquidation (Pasban, 2023; Skiny, 2010). The liquidator must also take
possession of the company’s books, documents, property, and records; convene shareholders’
meetings where required; prepare financial statements and reports; disclose the status of
liquidation; and preserve or transfer corporate records in accordance with statutory requirements.
In Iraqi law, the liquidator has similarly comprehensive responsibilities but operates under more
detailed reporting and supervisory requirements. The liquidator must assume control over the
company’s assets and records, identify liabilities and receivables, prepare reports for the registration
authority, notify creditors, avoid initiating unrelated new activities, and ensure that preferential,
suspicious, or prejudicial transactions are addressed in accordance with the law (Al-Fiqi, 2002; Al-
Shammari, 1987). The Iraqi liquidator also effectively replaces the board of directors for purposes
connected with winding up and is required to report periodically on the progress of liquidation. Once
the process is completed, the remaining assets are distributed among shareholders according to their
legal entitlements. The comparison therefore reveals a high degree of functional similarity: in both
systems, the liquidator is responsible for asset control, debt settlement, receivable collection, legal
representation, stakeholder communication, and final distribution. The principal distinction lies in
governance style. Iranian law emphasizes broader operational authority, while Iraqi law places
stronger emphasis on continuing administrative supervision, financial reporting, and procedural
control (Farooq Ibrahim, 2021; Komani, 2014).

The liability regime applicable to liquidators is equally important because the concentration of
financial and managerial powers during liquidation creates substantial risks of negligence, abuse,
preferential treatment, concealment of assets, or conflict of interest. In Iranian law, the liquidator
may incur civil liability for violations that cause damage to creditors, shareholders, or the company,
particularly where statutory requirements concerning the protection of creditors and distribution of
assets are breached. A doctrinal question arises as to whether the civil-liability provisions applicable
to directors before dissolution can automatically be extended to liquidators. One position rejects a
direct extension because liquidation constitutes a legally distinct phase with separate rules
concerning appointment, powers, and duties, while another position accepts the application of
general principles of civil liability whenever the liquidator’s wrongful conduct causes compensable
loss (Khazaei, 2006; Pasban, 2023). Iranian law also imposes criminal liability for certain forms of
misconduct, including failure to comply with registration and reporting duties, continuation in office
without lawful extension, misuse of company assets or credit, unlawful transfer of assets, and
distribution of property without proper protection of creditors. In addition, general criminal-law
offenses such as breach of trust or fraud may apply where the factual elements of those offenses are
established. Iraqi law likewise recognizes both civil and criminal liability. The liquidator may be
removed, replaced, or subjected to additional supervision where statutory duties are violated, and
wrongful conduct may give rise to compensation claims or criminal prosecution, especially where
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the conduct amounts to breach of trust, fraud, or misuse of liquidation powers (Al-Fiqi, 2002;
Komani, 2014). Iraqi legal doctrine also emphasizes the contractual and representative dimensions
of the liquidator’s responsibility toward the company, particularly because the liquidator is treated
as acting on behalf of the company during the liquidation period (Sami Medhat, 2006). From a
comparative perspective, both legal systems recognize that the liquidator’s authority must be
accompanied by accountability, but they operationalize this principle differently: Iranian law
combines broad authority with selected statutory and general liability rules, whereas Iraqi law relies
more heavily on continuous supervision, periodic reporting, and the possibility of administrative or
judicial intervention.

In conclusion, the comparative analysis demonstrates that the Iranian and Iraqi legal systems share
a common functional understanding of liquidation but adopt different regulatory techniques for
controlling it. In both countries, the liquidator is the central figure responsible for converting the
dissolved company’s remaining legal and financial relationships into an orderly final settlement. The
liquidator manages assets, settles liabilities, collects receivables, represents the company,
communicates with creditors and shareholders, and ultimately distributes any residual property.
Nevertheless, the Iranian model places comparatively greater emphasis on the breadth of the
liquidator’s powers and on the continuation of corporate legal personality for the limited purpose of
winding up, while the Iraqi model places stronger emphasis on administrative supervision, periodic
disclosure, and procedural regulation. Both systems also recognize civil and criminal liability as
essential mechanisms of accountability, although differences remain regarding the precision of
statutory standards, the intensity of supervision, and the institutional mechanisms available for
preventing misconduct. The findings suggest that neither system is fully sufficient in its present form.
Iranian law would benefit from clearer standards of supervision, more detailed reporting
requirements, and modernization of rules that were designed for an earlier commercial environment.
Iraqi law, while more explicit in its supervisory structure, would benefit from reducing unnecessary
procedural rigidity and clarifying the boundaries between regulatory control and managerial
discretion. A more balanced framework in both jurisdictions should combine operational
independence with transparent reporting, clearly defined competencies, professional qualification
requirements, effective judicial and administrative oversight, and proportionate civil and criminal
sanctions. Such reforms would improve liquidation efficiency, strengthen the protection of creditors
and shareholders, reduce opportunities for abuse, and enhance confidence in corporate dissolution
procedures across both legal systems.

References

Al-Fiqi, A. R. S. (2002). Al-Wasit in Explaining the Iraqi Companies Law. Dar Al-Hurriya.

Al-Shammari, T. (1987). Kuwaiti Commercial Companies Law (1st ed.). Bina.

Dewaydar, H. (2008). Commercial Companies (or the Legal Organization of Commercial Companies). Dar Al-
Jamiah Al-Jadeeda.

Farhi, H. (1993). Commercial Law: Capital, Personal, and Mixed Companies. Rozbehan Publications.

Farooq Ibrahim, J. (2021). Commercial Companies in Iraqi and Comparative Law. Memory Knowledge Library /
Dar Al-Murtada.

Kamal, T., & Anwar, B. (2007). Principles of Commercial Law: Commercial Papers, Bankruptcy, Commercial
Companies (Comparative Study). Dar Al-Fikr Al-Jamai.

Katouzian, N. (2009). General Rules of Contracts (1st ed., Vol. 2). Sahami Enteshar Publications.

Khazaei, H. (2006). Commercial Law: Commercial Companies (1st ed.). Nashr-e Qanun.

Komani, L. J. (2014). Commercial Companies: A Comparative Legal Study (1st ed.). Dar Al-Kutub and Documents
in Baghdad.

Mahmoud Al-Musa'ada, A. (2011). Liquidation of Public Joint-Stock Companies (1st ed.). Hamada for University

Studies, Publishing and Distribution.
m




s § By (35 innlS S gy

Nasiri, M. (2019). International Commercial Law in the Iranian Legal System. Amir Kabir Publishing Institute.

Pasban, M. R. (2023). Commercial Company Law (2nd ed.). SAMT Organization.

Sami Medhat, M. (2006). Explanation of the Companies Law (Comparative Study). Dar Al-Thaqafa for Publishing
and Distribution.

Simaei Sarraf, H. (2023). Bankruptcy Law and Liquidation of Bankrupt's Assets (2nd ed.). Mizan Publisher.

Skiny, R. (2010). Commercial Law: Commercial Companies. SAMT.

Sotodeh Tehrani, H. (1996). Commercial Law (Vol. 1-2). Dadgostar.




