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ABSTRACT

Rapid advances in artificial intelligence are challenging the traditional structure of corporate administration by raising
fundamental questions concerning decision-making authority, managerial competence, responsibility, and supervision. The
central issue is no longer limited to the use of artificial intelligence as a tool for facilitating corporate activities, but extends to
the possibility of transferring part of managerial authority to intelligent systems and recognizing them as effective elements
within the structure of corporate governance. This study adopts a descriptive-analytical method with a forward-looking approach
to formulate the theory of artificial intelligence governance in companies. Within this framework, a distinction is made among
assistive, augmented, and autonomous artificial intelligence, while the proposed theory focuses on the level at which an
intelligent system moves beyond a supporting role and participates independently in corporate decision-making and
management. Two principal institutional models are conceivable: replacing the board of directors with an artificial intelligence
system, or establishing an independent AI governance layer alongside existing corporate organs. The legal recognition of such
models raises significant challenges, including the absence of legal personality for artificial intelligence, uncertainty regarding
the attribution of liability, the need to define the scope of Al authority, and the requirement for effective human oversight. The
implementation of AI governance also depends on principles such as transparency, data governance, continuous auditing,
accountability, security, Al literacy, and ongoing legal monitoring. The study concludes that full recognition of this theory is not
presently compatible with the existing framework of Iranian company law; however, a gradual legal approach based on a special
regulatory framework, limited recognition of the legal capacity of intelligent systems, and experimental implementation in small
and low-risk companies could provide the basis for the emergence of a new form of corporate organization referred to as the
“smart company.”
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EXTENDED SUMMARY

Rapid advances in artificial intelligence have begun to transform not only the technological
infrastructure of companies but also the conceptual foundations of corporate administration,
decision-making, and governance. The growing ability of Al systems to process large volumes of data,
identify patterns, generate forecasts, recommend strategic alternatives, and increasingly perform
autonomous tasks creates a need to reconsider the traditional assumption that corporate
management must necessarily be exercised by human directors or conventional legal persons.
Recent developments in European company law indicate that digital transformation can no longer
be reduced to the electronic transmission of information or the automation of administrative
procedures, because artificial intelligence increasingly affects the substantive architecture of
corporate governance and managerial decision-making (Moslein, 2025). Earlier discussions on the
digitalization of company law largely focused on electronic communications, digital procedures, and
the modernization of interactions among corporate organs (Knapp, 2016), while analyses of company
law in the digital age likewise examined the gradual incorporation of technological tools into
traditional corporate structures (Bertschinger, 2015). Artificial intelligence, however, introduces a
qualitatively different challenge because advanced systems may gradually move from assisting
corporate decision-makers to exercising functions that resemble autonomous managerial authority.
This distinction provides the central theoretical foundation of the present study. The article
introduces the theory of artificial intelligence governance in companies as a framework for
examining the transition from “corporate governance with artificial intelligence,” in which Al
remains an instrument supporting human directors, to “artificial intelligence governance,” in which
an Al system itself occupies a legally recognized position in the corporate decision-making structure.
The objective is therefore not merely to examine the growing use of Al tools in companies, but to
determine whether corporate law can conceptually and legally accommodate a future structure in
which significant managerial powers are delegated to autonomous systems and whether such a

transformation would require the recognition of a new type of corporate organization.
The conceptual foundation of the proposed theory rests on differentiating levels of artificial
intelligence according to the degree of autonomy exercised in corporate decision-making. At the first
level, assistive artificial intelligence performs limited supporting functions such as information

retrieval, document analysis, classification, risk detection, financial analysis, or administrative
automation, while the ultimate decision remains entirely with human corporate organs. At the
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second level, augmented artificial intelligence becomes more deeply integrated into managerial
processes by continuously producing recommendations, forecasts, risk assessments, strategic
scenarios, and decision alternatives, although human directors retain final authority. Hilb’s analysis
of artificial governance demonstrates that Al may progressively influence the future structure of
corporate governance and that its role can extend well beyond simple technological assistance (Hilb,
2020). Human control remains especially significant at these two levels because the legal act of
decision-making continues to be attributable to a human director or another recognized corporate
organ; Koulu emphasizes that meaningful human control over automated systems must involve the
real capacity to understand, evaluate, and intervene in automated processes rather than merely
preserving nominal human participation (Koulu, 2020). The third level, however, is autonomous
artificial intelligence, in which a system is authorized to select and implement decisions without case-
by-case human approval. This stage fundamentally changes the legal analysis because autonomy
separates the generation of a decision from direct human authorization and may create substantial
gaps in attribution and responsibility (Nersessian & Mancha, 2020). The technological basis of such
autonomy is increasingly plausible because contemporary Al combines advanced machine learning
with generative capabilities. Machine-learning systems can identify complex patterns and generate
predictive outputs, while generative Al can create new solutions, proposals, and strategic content on
the basis of available information (Wohlfarth, 2024). Generative systems therefore move beyond
traditional predictive tools by producing new outputs and alternative courses of action rather than
merely classifying existing data (Marr, 2023). The theory developed in this article concerns primarily
this third level, because only when AI acquires independent decision-making authority does it
become possible to speak of a genuine transition from governance supported by artificial intelligence
to governance exercised by artificial intelligence.

On this basis, the theory of artificial intelligence governance in companies may be institutionalized
through two principal models. In the first model, artificial intelligence replaces the conventional
board of directors and exercises those managerial powers that are not reserved exclusively for the
general meeting of shareholders. Under such an arrangement, one integrated Al system or a
coordinated group of intelligent systems could continuously monitor the company’s financial,
operational, contractual, and strategic environment, evaluate alternative courses of action, adopt
managerial decisions, and initiate their implementation. In the second model, the traditional board
is not formally abolished, but an independent AI governance layer is established alongside existing
corporate organs, with substantial managerial powers transferred to that layer while the human
board is transformed primarily into a supervisory institution. The second model may offer a more
realistic transitional mechanism because it permits gradual delegation while maintaining a clearly
identifiable human oversight structure. However, both models require a distinction between
technical autonomy and legal authority. A system may be technically capable of making decisions,
but unless corporate law recognizes its competence, its outputs remain legally attributable to another
person or corporate organ. This problem leads directly to the issue of legal personality. Traditional
corporate law is constructed around persons who can hold rights, exercise powers, incur duties, and
bear responsibility. In Iranian corporate law, although legal persons may under certain
circumstances serve as directors, the legal framework nevertheless presupposes that the director
must possess legally recognized personhood, and the conventional structure of commercial
companies remains organized around legally defined corporate organs (Eskini, 2014). Comparative
analysis also demonstrates that even the participation of legal persons in corporate management has
historically generated conceptual difficulties, showing how deeply the concept of the director is tied

gk




Mﬁp#g&m&paﬁbmﬁﬁ%m@b

to conventional legal personality (Gehrlein, 2016). Accordingly, the recognition of autonomous Al as
a corporate governor would require either an extension of existing concepts or the creation of a new
legal status specifically adapted to intelligent systems.

The legal-personality problem does not necessarily require the recognition of Al as a complete legal
person equivalent to a human being or a corporation. A more limited and functional approach may
be preferable. Recent scholarship has questioned whether traditional understandings of legal
personality remain fully adequate in light of increasingly autonomous artificial intelligence and has
suggested that legal systems may eventually need to reconsider the criteria through which legal
capacity is allocated (Amini & Kalantarzadeh Sadabad, 2026). One possible approach would be to
recognize a form of limited or special-purpose legal capacity that allows a qualifying Al system to
exercise defined managerial powers without granting it the full bundle of rights traditionally
associated with natural or legal persons. Boudraa’s concept of temporary legal personality for
artificial intelligence illustrates how legal status might be used functionally to facilitate
accountability without necessarily recognizing complete personhood (Boudraa, 2025). Within
corporate law, such an approach could take the form of limited managerial personality, under which
the AI system would possess only those rights, competencies, and duties necessary for its defined
corporate role. Alternatively, legislation could amend the legal definition of a corporate director or
governance organ so that qualifying artificial intelligence systems may exercise specifically
enumerated powers without being recognized as full legal persons. Both approaches would
nevertheless require a carefully designed liability framework because increasing autonomy can
create a gap between those who design, deploy, supervise, and benefit from an Al system and the
system that actually produces the disputed decision (Nersessian & Mancha, 2020). Liability may
therefore need to be distributed among the company, Al provider, developers, data suppliers, and
human supervisors according to the source of the failure. AT auditing and impact assessment become
particularly important in this context because they can help determine whether harm arose from
defective data, faulty system design, inadequate supervision, discriminatory outputs, or failures of
compliance (Kazim et al.,, 2021). The theory proposed in this article thus rejects the view that
technological capacity alone can justify the transfer of managerial authority; such transfer is legally
acceptable only when the institutional status, scope of competence, attribution of decisions, and
responsibility structure of the Al system are clearly defined.

The recognition of Al governance also requires a coherent set of substantive principles capable of
controlling the risks associated with autonomous corporate decision-making. Transparency
constitutes the first of these principles because shareholders and other affected stakeholders must
know where artificial intelligence is used, what degree of authority it possesses, what objectives
govern its decisions, and how its outputs affect corporate conduct. Research on transparency
indicates that disclosure of decision mechanisms can significantly influence compliance and trust,
suggesting that transparency should be treated as a functional element of accountability rather than
merely as an informational formality (Paunov et al., 2019). A second principle is data governance
because the quality, legality, security, and representativeness of data directly affect the reliability of
Al decisions; auditing and impact-assessment frameworks consequently emphasize the need to
evaluate the data environment as an integral part of responsible Al governance (Kazim et al., 2021).
A third principle is continuous auditing. Autonomous systems should not be evaluated only before
deployment because changing datasets, market environments, user behavior, or system updates may
alter performance over time. Ethics-based auditing of automated decision-making systems therefore
provides an important mechanism for detecting emerging errors, bias, and non-compliance
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(Mokander et al., 2021). A fourth principle is effective human oversight. Even where an Al system is
legally empowered to make decisions, human supervisors should retain the practical ability to
intervene, suspend, correct, or terminate the system under defined circumstances; Laux’s analysis
of institutionalized distrust and human oversight supports the design of governance structures in
which oversight is treated as a substantive safeguard rather than a symbolic requirement (Laux,
2024). Human oversight may also be reinforced by technological supervision in the form of a
separate monitoring Al. Research and experimental projects concerning autonomous-system safety
demonstrate the potential value of independent automated safety layers capable of identifying
abnormal or dangerous behavior (Johns Hopkins Applied Physics, 2023). Nevertheless, monitoring
one advanced system with another raises additional supervisory difficulties, especially when the
monitored model may possess capabilities exceeding those of its human supervisors, a challenge
explored in work on weak-to-strong generalization (Burns, 2023). For this reason, Al-based
supervision should supplement rather than eliminate human review. Legal compliance must likewise
remain dynamic because corporate Al systems operate in a rapidly changing regulatory
environment, and legal frameworks have a central role in shaping ethical and responsible artificial
intelligence use within corporate governance (Mirishli, 2024). Taken together, transparency, data
governance, continuous auditing, human oversight, AI literacy, regulatory monitoring,
cybersecurity, and clearly allocated responsibility constitute the minimum normative architecture
within which autonomous corporate governance could become legally defensible.

In conclusion, the theory of artificial intelligence governance in companies should be understood as
a forward-looking proposal for rethinking the traditional allocation of managerial authority within
corporate law rather than as a description of a legal reality that has already been fully realized. Its
central claim is that the development of increasingly autonomous systems may eventually make it
possible to transfer substantial corporate decision-making powers from human directors to artificial
intelligence, but such a transfer cannot be justified solely by technological capability. A meaningful
distinction must be maintained between companies that merely automate their operations and
companies in which artificial intelligence possesses legally recognized managerial authority. The
latter may appropriately be described as smart or self-driving companies because Al becomes part
of the company’s legal governance structure rather than merely part of its technological
infrastructure. Two principal institutional models are conceivable: replacement of the board of
directors by an Al governance system, or creation of an independent Al governance layer operating
under human supervision. In both models, human participation should not disappear completely;
rather, its function would shift from continuous operational decision-making toward defining
corporate objectives, supervising compliance, setting risk limits, and exercising emergency
intervention powers. Under current Iranian law, the immediate recognition of such a structure
remains difficult because artificial intelligence lacks an independent legal status and existing
company law does not expressly recognize an algorithmic governance organ. Accordingly, any future
adoption of the theory would require legislative intervention addressing legal capacity, managerial
competence, liability, transparency, data governance, auditing, security, and supervision. A gradual
model of legal experimentation would be preferable to immediate unrestricted recognition. Smart
companies could initially be permitted only in narrowly defined sectors, small enterprises, or
activities with relatively predictable operational structures, allowing regulators to observe their legal
and economic effects before extending the model more broadly. The ultimate significance of the
theory lies in identifying a possible future stage in corporate evolution in which artificial intelligence
moves from the periphery of corporate administration to the legal core of corporate governance,
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while remaining subject to a carefully designed framework that preserves accountability, human
oversight, and the protection of corporate and stakeholder interests.
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