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The management of a company can give rise to conflicts of interest, as a director
may face a choice between personal interests and those of the company. Given
human nature, a director is likely to prioritize personal interests over the
company’s interests, so a solution must be devised. Under English law, one of the
key rules governing the relationship between a director and the company is the "no
profit" rule. According to this rule, a director cannot obtain personal benefits from
managing the company unless such benefits are approved. The foundation of this
rule in English law is the fiduciary relationship between the director and the
company. This relationship provides the basis for addressing related issues, such as
the scope of the rule and its sanctions. As a fiduciary, the director must exercise
their powers in alignment with the company’s interests and cannot deviate from
what the law or the shareholders have prescribed. Similarly, under Iranian law, the
fiduciary relationship serves as an appropriate basis for establishing this rule and
resolving related issues. However, there are important differences between the two
legal systems in certain respects.
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Extended Abstract

1. Introduction

One issue concerning the relationship
between a company director and the
company is the director’s benefit derived
from their management position. This
research examines the legal systems of
England and Iran, aiming first to
understand their respective positions on
this matter and then to identify potential
similarities and differences. The reason
for selecting English and Iranian law is that
English law includes a legal principle
known as the "no profit rule," whereas
Iranian law does not have a rule by this
name. Therefore, the purpose of this study
is to determine the extent to which the
issues addressed by English law in this
context are recognized or applicable
under Iranian law.

2. Research Methodology

The methodology of this article is both
descriptive and analytical. It begins with a
conceptual examination of key terms, such
as restitution of benefit, acquisition of
benefit, and conflict of interest. First, the
concept of benefit is explained. Then, the
legal basis of the no-profit rule is analyzed.
Next, the scope of the director's profit
prohibition is explored to determine
whether all profit-making by directors is
prohibited or if exceptions exist. Finally,
the sanctions for unauthorized profit are
examined.

3. Findings

By examining English and Iranian law, it
becomes evident that the no-profit rule is
accepted in both legal systems. This is
because the fiduciary relationship
between the director and the company
prevents the manager from pursuing
personal interests through the
management of the company. However,
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there are also significant differences
between the two legal systems in certain
respects.

4. Conclusion

Based on the findings of the current
research, in both legal systems, it is not
that any profit is prohibited for a director,
but rather those profits obtained from
situations involving a conflict of interest
with the company. However, it appears
that in Iranian law, this rule has a more
limited scope than in English law. In
English law, its scope is equivalent to that
of the no-conflict rule, and there is parity
between the two. In contrast, Iranian law
applies the no-profit rule more narrowly
than the no-conflict rule, meaning that the
no-profit rule applies in some instances of
conflict of interest but not in others. This
limitation arises because, according to the
legal foundations of Iran, it is not possible
to apply the no-profit rule in all cases of
conflict of interest. For example, in both
English and Iranian law, competition
between a director and the company is
recognized as a conflict of interest and is
prohibited. However, unlike English law,
Iranian law does not apply the no-profit
rule to this matter; instead, it only requires
the offending director to compensate the
company for any losses incurred.
Furthermore, this prohibition is not
absolute, meaning that in some cases, the
acquisition of benefits is permitted. One
such case is the remuneration paid to the
director for management services,
provided that it is reasonable. Another
case is when benefits are acquired with the
permission of the competent authorities
of the company. In fact, the purpose of the
prohibition is to protect the rights of the
company and, except in exceptional cases,
it does not serve a public policy function.
Regarding the sanction for obtaining an
unauthorized interest under English law,
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the director must return the interest to
the company regardless of whether the
company has suffered a loss. It is
presumed that because the director
received these advantages by virtue of
their position, the benefits belong to the
company. Of course, if the company incurs
a loss, the director must compensate for it.
In Iranian law, the sanction of restitution
of benefits is not as broad as in English law,
and the Iranian legislature has not been
willing to recognize it as extensively. This
is not problematic in some cases; for
example, if a director competes with the
company, the law holds the manager
responsible  for compensating the
company’s losses. Here too, the law has
not implemented the no-profit rule, and
this does not appear to be an issue.
Reason: The text was revised to improve
clarity, coherence, and technical accuracy.
Grammar, punctuation, and vocabulary
were corrected and enhanced to ensure
precise legal terminology and readability.
Ambiguities were resolved, and sentence
structures were refined to better convey
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the comparative analysis between Iranian
and English law regarding directors’
conflicts of interest and the no-profit
rule. The benefits the manager has gained
as a result of the competition are not
related to the company, and he is liable for
any loss caused to the company. However,
in some cases, such as when a director
receives a commission or gift from other
parties, Iranian commercial regulations
are silent. In such instances, the no-profit
rule should apply, requiring the restitution
of any benefits obtained to the company,
as these were acquired by virtue of
managing the company.
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