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Prohibition of Membership in the Board of Directors of State-owned @
Companies and Non-governmental Public Institutions
""Simultaneously™ with Employment in Executive Bodies, in the Budget
Laws of 1398-1401, Referring to Note 2 of Article 241 of the Legal Bill
Amending a Part of the Commercial Act
Ali Asgar Qalamgas’

Abstract:

According to Note 2 of the Single Article of the Budget Laws for the years 2019 to
2022, concurrent involvement of government officials mentioned in Article 71 of the
State Service Management Act (approved on September 30, 2007) administrators,
deputy administrators and managers of government organizations mentioned in Article
5 of the State Service Management Act, Article 5 of the Public Accounts of the
Country Act, as well as all those working in all managerial and expert positions, are
prohibited from taking position of managing director and other executive posts,
membership on the board of directors of state-owned companies and non-governmental
public institutions and organizations, including their own subsidiaries and subdivisions
of other institutions. Prior to the passage of this law, according to Article 241 of the
Legal Bill to Amend a Part of the Commercial Act (amended on May 9, 2016), it was
possible for managers and employees of the governmental organization to be members
of "a" state-owned company or "a" company affiliated with non-governmental public
institutions. However, since 2018 this "legal restriction" has become an "absolute
prohibition” and current governmental employees are under no circumstances allowed
to simultaneously join the board of directors of state-owned companies (both executive
and non-executive) while working in governmental organizations. One of the most
important advantages of this Act is to eliminate conflict of interest, improve the
administrative system, create more transparency in the performance of companies,
create employment, prevent undue influence, create a competitive environment, and
remove restrictions on the membership of competent people on the board of directors.
However, considering that annual budget laws are temporary laws, valid for one year, it
is necessary that Article 241 of the Legal Bill to Amend a Part of the Commercial Act
be amended again and the changes contained in the annual budget laws (in the last four
years) in the Commercial Act should be included as a permanent law so that there is no
need to repeat this legal provision in future years' budget laws. It is also necessary to
foresee and implement stronger measures to insure enforcement of this legal ruling.
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