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Extended Abstract

1. Introduction

In Iranian law, unlike the institution of
"Merger", the legislator of our country
does not have a precise definition of the
term "Takeover"; But by examining various
laws, we can define takeover as a legal
entity independent of merger as follows:
"The acquisition of management control of
other companies (the target company) by
one person or organ (the offering company
or the acquiring company) through the
purchase of the main assets or the
acquisition of the majority of shares with
voting rights in the election of directors
(controlling shares in public companies) in
order to eliminate inefficient
management.

However, any joint-stock company may
be coveted by potential acquirers as a
target for takeover, and since one of the
main objectives of acquiring and taking
control of another company in hostile
takeovers is to eliminate inefficient
management, it is basically the most
important concern of managers. In
particular, the board of directors of the
target company aims to maintain its
existence and independence as well as
guarantee and strengthen its job security
and thus prevent its company from being
taken over; Therefore, when facing a
takeover proposal or predicting its
occurrence, they seek to take measures to
prevent the takeover, which are referred
to as mechanisms or defenses against
hostile takeover, and the company's board
of directors uses these defensive measures
to prevent a hostile takeover from
occurring.

In England law, these takeover defenses
are divided into two categories defense
measures in the pre-offer stage and illegal
frustrating actions in the stage after the
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takeover offer has been submitted by the
offering company.

2. Methods

In this research, we have tried to
introduce  defenses and  defense
mechanisms against hostile takeover in
English law and the position of the Iranian
legislator with a descriptive-analytical
method and with a comparative
perspective.

3. Results

In English law, defense mechanisms
against hostile takeovers are divided into
two groups: pre-bid defenses and unlawful
frustration actions after a takeover bid has
been submitted by the bidding company.
The first case means taking defensive
measures before making a bid (offer),
including actions that the board of
directors is allowed to use to influence the
company's shareholders or to prevent the
proposal of the bidder company. On the
other hand, the second category includes
actions taken by the board of directors of
the target company leading to disruption
of the decision-making process or
deprivation of the right of shareholders to
decide on a takeover offer.

In Iranian law, due to the lack of specific
legislation regarding the takeover entity,
for the possibility of using defensive
measures and mechanisms against hostile
takeover, it is necessary to refer to the
existing laws and regulations in the field of
commercial law, especially in relation to
joint-stock  companies, which was
determined. First, contrary to English law,
most of the pre-offer defenses cannot be
used! This shows that in Iranian law, the
board of directors of the target companies,
representing the shareholders, does not
have much ability to prevent the takeover
before they know about it. Secondly,
unlike English law, most post-offer
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defenses can be used. This importance
indicates that in Iranian law, shareholders
who consider the takeover proposal of the
acquiring company to their benefit need
more explicit support from the legislator
in front of the board of directors. Although
the possibility of the board of directors
resorting to various defensive mechanisms
can be a positive aspect of Iranian law with
a shareholder-oriented approach.

4. Conclusion

According to the results obtained from
this research, the majority of pre-offer
defenses cannot be used in Iranian law,
unlike English law! This shows that in
Iranian law, the board of directors of the
target companies, representing the
shareholders, does not have much ability
to prevent the takeover before they know
about it. Also, contrary to English law,
most of the post-offer defenses can be
used. Although the possibility of the board
of directors resorting to various defensive
mechanisms can be a positive aspect of
Iran's rights with a shareholder-oriented
approach.

Therefore, due to different legal rules, it
is not necessarily possible to apply the
defense measures provided in England law
in Iranian law. In addition, due to the lack
of clear and comprehensive legislation in
Iranian law regarding the takeover entity,
first of all, the necessity and need to
formulate rules and regulations specific to
the takeover entity (independent of
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merger) is felt in the laws of our country.
Secondly, during the process of hostile
takeover and the wuse of defensive
mechanisms against it, the shareholders of
Iranian companies (especially public
companies) need more explicit support
from the legislator against the decisions of
the board of directors rather than profit-
seeking or ambition. The actions of the
managers of the companies in the
takeover process should not cause a drop
in the value of the shares or damage other
rights of the shareholders of the acquiring
company or the target company.

Also, although each defensive tactic
provides the necessary time to use other
defensive strategies; However, it cannot
be said that any defensive measures are
completely effective in preventing the
takeover of the target company, and
depending on the specific conditions of
each company, some of them may also
cause damage to the target company.
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