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Abstract

The merger of commercial companies is a legal process whereby, without undergoing formal dissolution and

liquidation proceedings, one commercial company is absorbed into another, or an entirely new company is
formed through the combination of two or more existing companies. While corporate mergers have a long-
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2 : zc;;(‘;; /09 standing legal tradition in jurisdictions such as England and the United States, they remain a relatively recent
Revised: and underdeveloped legal institution in Iranian law, where they are addressed only in a fragmented and

2025/04/15 unsystematic manner across a disparate array of legislative instruments. This study adopts a descriptive-
Accepted: analytical methodology within a comparative framework to examine the legal architecture governing
2025/12/24 corporate mergers, the criteria and substantive standards for merger approval, the procedural and formal

Published  requirements, and the legal consequences of mergers under both Iranian law and European Union law, with
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2026/03/28 Union's merger control regime, established under Regulation (EC) No 139/2004 and administered by the

particular emphasis on the role and requirements of competition law. The analysis encompasses the European

European Commission through the application of the Significantly Impeding Effective Competition Test, as
well as the evolving Iranian framework, including the relevant provisions of the Law on Implementing the
General Policies of Article 44 of the Constitution and the successive drafts of the Commercial Code Bill. The
findings indicate that, notwithstanding the significant structural and procedural differences between the two
legal systems, both pursue the fundamental objective of preserving effective competition in the market and
preventing anti-competitive concentrations. Nevertheless, the deficiencies and legislative gaps surrounding
this legal institution in Iranian law remain pronounced, particularly with regard to the absence of a
comprehensive statutory framework governing merger procedures, the protection of creditors and minority
shareholders, and the institutional mechanisms for competition-based merger control. The study concludes
that the enactment of a coherent and comprehensive legislative framework governing corporate mergers is
an urgent and indispensable necessity to eliminate existing legal ambiguities, to align Iranian law with
international standards, and to provide legal certainty in the context of the increasing internationalisation of
commercial companies and the expansion of cross-border commercial transactions.
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Extended Abstract

The merger of commercial companies is a legal process whereby one company is
absorbed into another, or an entirely new company is formed through the combination
of two or more existing companies, without formal dissolution and liquidation. While
corporate mergers have a long-standing tradition in jurisdictions such as England and
the United States, they constitute a relatively recent and underdeveloped institution in
Iranian law, addressed only sporadically and in a fragmented manner across various
legislative instruments. Given the importance of this subject for the modernization of
commercial law and the facilitation of cross-border economic activity, this study adopts
a descriptive-analytical methodology within a comparative framework to examine the
legal architecture governing corporate mergers, the criteria for merger approval, and the
legal consequences under both Iranian law and European Union law, with particular
emphasis on competition law. The central research questions are threefold: how are
corporate mergers regulated in the European Union and Iran; what criteria and
substantive standards do these systems employ for merger authorization, and what role
does competition law play; and to what extent has Iranian law kept pace with
international developments, and what legislative reforms are required to remedy existing
deficiencies? The analysis begins with the European Union’s merger control regime,
first introduced in 1989 and substantially reformed through Regulation (EC) No
139/2004. The regime is administered by the European Commission, which possesses
exclusive competence to review concentrations possessing a Community dimension. A
significant innovation of the EU Merger Regulation is the adoption of the Significantly
Impeding Effective Competition Test (SIEC Test) as the substantive standard for
distinguishing permissible concentrations from those that must be prohibited or
modified. This test directs the Commission to assess whether a concentration would
significantly impede effective competition in the common market or a substantial part
thereof, in particular through the creation or strengthening of a dominant position. The
EU framework establishes four sequential conditions for assessing compatibility with
the common market. First, it must be established whether a “concentration” exists within
the meaning of Article 3(1), encompassing both the merger of previously independent
undertakings and the acquisition of direct or indirect control over the whole or parts of
one or more undertakings. Control is defined functionally as the possibility of exercising
decisive influence, and the Regulation applies exclusively to concentrations of a lasting,
structural character. Second, it must be assessed whether the concentration possesses a
Community dimension under Article 1(2), determined by reference to the aggregate
worldwide and Community-wide turnover measured against specified financial
thresholds. Notably, in 2021 the Commission revised its approach to the referral
mechanism under Article 22, accepting that concentrations falling below jurisdictional
thresholds may nonetheless be reviewed where they affect trade between Member States
and threaten to significantly affect competition within the referring State or States. Third,
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a substantive assessment examines market structure, the market position and economic
power of the undertakings concerned, alternatives available to suppliers and users,
barriers to entry, supply and demand trends, and the interests of intermediate and
ultimate consumers, as well as technical and economic progress provided it benefits
consumers and does not obstruct competition. Fourth, where a concentration is found
incompatible, the Commission examines whether an efficiency defense may remedy the
incompatibility, provided the claimed efficiencies benefit consumers, are merger-
specific, and are verifiable. In Iranian law, the regulatory landscape remains nascent.
The Commercial Code of 1311 (1932) and the Bill Amending Part of the Commercial
Code of 1347 (1968) make no reference to the merger of commercial companies. Until
the early 2000s, only fragmented provisions existed in relation to cooperative and state-
owned companies. Incremental legislative measures were subsequently adopted,
including Article 35 of the Law of the Third Economic, Social and Cultural Development
Plan (2000), addressing the abolition of monopolies; the Regulations on the Taxation of
Companies Involved in Mergers (2001); paragraph (a) of Article 40 of the Law of the
Fourth Development Plan (2004); and the Law on Implementing the General Policies of
Article 44 of the Constitution (2008). Articles 47 to 49 of the latter instrument make
specific reference to mergers. The Iranian competition framework has adopted the
distortion of competition as the standard for identifying harmful acquisitions, and Article
48 introduces criteria for merger assessment: unfair commercial practices, abnormal
price increases resulting from the merger, the creation of a significant concentration of
market power, and the creation of a controlling enterprise. Under Article 62, the
Competition Council is the sole authority competent to address anti-competitive
practices and must review anti-competitive mergers on its own motion or upon the
request of any interested party. However, obtaining prior authorization from the
Competition Council before effecting a merger is not mandatory under current
legislation, although Article 49 provides the option to seek such authorization. Chapter
3 of the new Commercial Code Bill, passed by the Islamic Consultative Assembly in
1403 (2024-2025), addresses company mergers in detail in Articles 916 to 943. Article
918 expressly stipulates that mergers must comply with competition and anti-monopoly
provisions, and that in certain cases obtaining Competition Council authorization is
mandatory. However, this Bill has not completed the legislative process, having failed
to secure Guardian Council approval, and successive versions drafted in 2005, 2011, and
2014 have not been enacted. The legal effects of corporate mergers under Iranian law
are significant. The merger extinguishes the legal personality of the acquired company,
dissolves it without liquidation, and effects a universal transfer of all rights and
obligations to the acquiring or newly formed company. The merger primarily affects the
shares or interests of the acquired company. It also materially impacts third parties,
including creditors and bondholders, although the current Commercial Code makes no
provision for their protection. Article 929 of the 1403 Bill affords creditors and non-
share security holders two months from publication of the merger notice to lodge
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objections with the company or the court, and prohibits completion of the merger during
this period or where sufficient security has not been provided. The merger also affects
the workforce of the acquired company, a matter addressed not in the Commercial Code
but by Article 40(a) of the Fourth Development Plan Law, which obliges the acquiring
company to employ the acquired company’s workforce and makes provision for
unemployment insurance or redundancy payments in case of surplus staff. The
comparative analysis reveals that, despite significant differences in procedural and
substantive regulation, both legal systems share the fundamental objective of preserving
competition and combating anti-competitive practices. However, the deficiencies and
legislative gaps in Iranian law remain pronounced. The study concludes that enacting a
comprehensive and coherent legislative framework governing corporate mergers is
indispensable to eliminate existing legal ambiguities and deficiencies, particularly given
the increasing internationalization of commercial companies and cross-border
transactions. It is recommended that, in addition to drafting merger regulations
responsive to current needs and accelerating the enactment of the Commercial Code Bill,
the Iranian legal system draw upon leading jurisdictions to align domestic rules with
international standards, and that the legislature refrain from addressing mergers in
disparate, scattered, and uncoordinated enactments.

Keywords: Mergers of Commercial Companies; European Union Law; Iranian Law;
Competition Law; Conditions and Legal Effects of Mergers.
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