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two or more parties think they can mutually benefit from an entrepreneurial opportunity, they
f may enter into a joint venture (JV). A joint venture is a business arrangement in which two or

more parties agree to pool their resources for the purpose of accomplishing a specific task.
This task can be a new project or any other business activity. In a joint venture (JV), each of the
participants is responsible for profits, losses and costs associated with it.

There are two well-known types of joint venture, namely “corporate joint venture” and “contractual
joint venture (consortium)”. As opposed to a corporate joint venture structure in which the joint
venture parties conduct the joint venture through a company (the joint venture vehicle), the parties
to a contractual joint venture contract with each other directly and carry out the joint venture
business without a separate corporate vehicle.

law allows both corporate

Legal Bases of ‘ranian Vs as well as an

Joint Ventures in Iran

unregistered contractual
JVs in the form of a partnership. Joint ventures
are subject to two sets of rules in Iran:

) contractual rules included in joint venture
agreement, shareholders’ agreement, articles of
association, transfer of technology agreement,
intellectual property agreement, and so on;

Il) rules that are prescribed by the Acts,
regulations and by-laws of Iran.




Contractual joint ventures are recognised and enforceable under the principle of freedom of
contract as enshrined under Article 10 of the Iranian Civil Code (ICC). On the other hand, Corporate
JVs are governed by commercial rules according to the Iranian Commercial Code and the Bill of

Amending the Commercial Code 1969 (BACC).
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Corporate Joint Ventures
in [RAN

Iranian Commercial Code will govern
Th e the corporate JVs. The most

common corporate structures used
for the establishment of equity JVs in Iran are
Limited Liability Company (LLC) and Joint Stock
Company (JSC) as both provide limited liability to
their members and organised rules governing
these two structures. JSCs are divided into
private joint stock companies (PJSC) and public
joint stock companies, with the latter being used
for listing purposes only. As such, a PISC is nearly
always the preferred choice as between the two.
At least two shareholders required to register a
LLC and three for PJSC, and all shareholders can
be foreign nationals. It usually takes around one
months to register a company in Iran.




Contractual Joint Venture

implied, a Contractual Joint Venture is
AS for use by two parties wishing to carry

out a joint enterprise, where the parties
do not want to go to the expense and formality of
setting up a joint venture company. Since
principle of “freedom of contract” is recognized in
[ranian law according to which people are able to
fashion their relations by private agreements, a
contractual JV can be form by mutual agreement
of the parties. It should be noted that, although
parties are free to draft their desired terms and
conditions in a contractual JV, they cannot breach
mandatory rules of law such as those related to
public order. Therefore, it is recommended to
seek legal advice in drafting a JV contract.

Can the JV Structure
be used in Every Market?

a general rule, the JV structure can be
AS used in every industry sector, except for

those areas that are either under
complete monopoly of the government (such as
main telecommunications networks, upstream oil
production) or in limited instances where foreign
majority shareholdings are not permitted (such as
certain activities in the transport sector where
foreign shareholding is limited to 49%).




a corporate JV, the mere termination of JV
‘n agreement would not cease parties’
relationship because it is necessary to
dissolve the JV Company which established
according to lranian law. Termination of a
contractual JV, however, is not subject to any
public sector body's approval and mutual
How to Terminate agreement of the parties or using terminate right
a IV in IRAN? by one of the parties would be sufficient to break
apart a contractual JV agreement.

rticle 3 of the Foreign Investment
A Promotion and Protection Act (FIPPA)
states the civil partnership as a method of
investing, which can be established in the form of
a joint venture. The major benefits provided by
FIPPA are guarantees of foreign currency
availability and transferability. FIPPA also
guarantees foreign capital against nationalization
i) Woonel el and expropriation, and in such cases the Foreign
Incentives for [nvestor shall be entitled to receive
Foreign Direct investments compensation. Possibility of the referral of
inalV investment-related disputes to international
authorities is another advantage of FIPPA.

enerally speaking, there is no legal
G obligation to have an Iranian partner for

doing business in Iran. However, having
Iranian partner or shareholder is required in very
limited circumstances such as in Internet Service
Provider (ISP) Companies. On the other hand, an
: Iranian business partner can pave your way into

|s it Mandatory to the Iranian market by providing required business
Have an Iranian JV Partner? and cultural information and establish useful
connections.




ESK Law Firm is one of Iranian leading law firms,
with a reputation for standing out - and for being
outstanding. We provide legal services in areas
such as international trade law; international
investment law; banking and finance law; energy
law; company law, litigation as well as conduct
due diligence for entities, represent clients for
negotiating, and designing and drafting various
kinds of international contracts. QOur clients
include multinational corporations, businesses,
entrepreneurs,  financial  institutions  and
governments who seek advice in respect to their
domestic and international affairs, including
cross-border transactions and inward and
outward investment activities.

Your Opinion about this Newsletter:

ESK Law Firm's partners, with more than a decade
experience in the legal services, provide
professional services of substantial value to
anyone who is presently managing, or considering
development of local and international business
operations. They offer the sharpest legal minds,
the clearest advice, And an unshakable sense of
what'’s possible.

Disclaimer:

The information provided in this Newsletter is not a substitute for legal
advice. Readers should be advised that if they have questions about
Iran’s laws and regulations, they should seek advice of competent
counsel specializing in related area.
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