A World Bank Group Flagship Report

Doing Business 2016

Measuring Regulatory Quality and Efficiency

Economy Profile 2016
Iran, Islamic Rep.

responsabilité juridique
bureau de crédit
NPO3Pa4YHOCTb — i 5% i % |
Gie) Jgo wiuad :
balcio & collateral registry ' cpoxe
“'“°°§ single window liability 3 £ 4245 # s
" ceecnosenn one stop shop scrvicios
services en ligne transparéncia en linea
peopranm3aums Rt reorganigacion
transparencid guichet unique 3% % 71 72 B R
7 2] reorganigation
registro de garantias

[

..\.;_yoo

COMPARING BUSINESS REGULATION FOR DOMESTIC FIRMS IN 189 ECONOMIES

@) WORLD BANKGROUP



Doing Business 206 Iran, Islamic Rep.

© 2016 The International Bank for Reconstruction and Development / The World Bank
1818 H Street NW, Washington, DC 20433
Telephone; 202-473-1000; Internet: www.worldbank.org

Somerights reserved
123418171615

This work is a product of the staff of The World Bank with external contributions. The findings,
interpretations, and conclusions expressed in this work do not necessarily reflect the views of The World
Bank, its Board of Executive Directors, or the governments they represent. The World Bank does not
guarantee the accuracy of the data included in this work. The boundaries, colors, denominations, and other
information shown on any map in this work do not i mply any judgment on the part of The World Bank
concerning the legal status of any territory or the endorsement or acceptance of such boundaries.

Nothing herein shall constitute or be considered to be a limitation upon or waiver of the privileges and
immunities of The World Bank, all of which are specifically reserved.

This work is available under the Creative Commons Attribution 33.0 IGO license (CC BY 3.0
oy IGO). http://creativecommons.org/licenses/by/3.0/igo . Under the Creative Commons
Attribution license, you are free to copy, distribute, transmit, and adapt this work,
including for commercial purposes, under the following conditions:

Attribution A Please cite the work as follows: World Bank. 208. Doing Business 206: Measuring
Regulatory Quality and Effigency. Washington, DC: World Bank Group. DOI: 10.1596/9781-4648-0667-4.
License: Creative Commons Attribution CC BY 3.0GO

Translations fi If you create a translation of this work, please add the following disclaimer along with the
attribution: This translaion was not created by The World Bank and should not be considered an official
World Bank translation. The World Bank shall not be liable for any content or error in this translation.

Adaptations i If you create an adaptation of this work, please add the following disclaimer along with the
attribution: This is an adaptation of an original work by The World Bank. Views and opinions expressed in the
adaptation are the sole responsibility of the author or authors of the adaptation and are not endorsed by The
World Bank.

Third -party content i The World Bank does not necessarily own each component of the content
contained within the work. The World Bank therefore does not warrant that the use of any third -party-
owned individual component or part contained in the wor k will not infringe on the rights of those third
parties. The risk of claims resulting from such infringement rests solely with you. If you wish to re-use a
component of the work, it is your responsibility to determine whether permission is needed for that re-use
and to obtain permission from the copyright owner. Examples of components can include, but are not
limited to, tables, figures or images.

All queries on rights and licenses should be addressed to the Publishing and Knowledge Division, The
World Bank, 1818 H Street NW, Washington, DC 20433, USA; fax: 26322-2625; e mail:
pubrights@worldbank.org.

ISBN (mper): 978 1-4648-0667-4
ISBN glectronic): 978-1-4648-0668-1
DOI:10.1596/978-1-4648-0667-4
ISSN: 17292638

Cover design: Corporate Visions, Inc.


http://www.worldbank.org/

Doing Business 2056 Iran, Islamic Rep. 3

CONTENTS

L aLigoTo ¥ ol 1T ] o H PP PSP PPPPPP PP 4
SEArtiNg @ DUSINESS ..ot m ettt e e e e e e e e e e s e e e e e e e e e e s e aannes 17
Dealing with ¢ ONStrUCiON PEIMILS  ...uiiueiiiiiciee e e e e e e e e aaaeanees 24
GELHNG EIECTIICITY ..ttt e e et e e e e e e e e e s e nereeeeeeaaaeaaaaaaanns 34
REQISTEIING PIrOPEITY ettt e e e bbb e e e et e e e e e e e e e s e s aameeeeaaaeaeeaaaans 44
LT 11T o o (=T | SRS 54
Protecting miNOIty [INVESTOIS ..ot e e e e e e e e e e nas 60
[ N 10 T = = TP POPPPPTPPPPPRPPPPPP 67
Trading ACrOSS DOIMTEIS . ...coiiiiiiiiieeeeee e e e e e e e e e e e e e e e e e maaaeaaaeaeaas 70
(= T {o] (ol o o o0 o1 = (o £ TP PR 76
RESOIVING INSOIVENCY ...ttt e e e e e e e e e s e e n e e e e e e e e e eeeaaans 84
Labor market regUIAtION  ....ooeeeeeeee e e e e e e e e e e e e e e e e e e e e e e e e e e e aaeaaas 91
Distance to frontier and ease of doing business ranking  .......oooiiiiiiiiiiiiiiie e 97

Resources on the D0oIiNg B USINESS WEDSITE ..........uiiiiiiiiiiiiiiiiiiieiieee e 101



Doing Business 206 Iran, Islamic Rep.

INTRODUCTION

Doing Businesssheds light on how easy or difficult it is
for a local entrepreneur to open and run a small to
medium-size business when complying with relevant
regulations. It measures and tracks changes in
regulations affecting 11 areas in the life cycle of a
business: starting a business, dealing with construction
permits, getting electricity, registering property, getting
credit, protecting minority investors, paying taxes,
trading across borders, enforcing contracts, resolving
insolvency and labor market regulation . Doing Business
2016 presents the data for the labor market regulation
indicators in an annex. The report does not present
rankings of economies on labor market regulation
indicators or include the topic in the aggregate distance
to frontier score or ranking on the ease of doing
business.

In a series of annual reports Doing Businesspresents
guantitative indicators on business regulations and the
protection of property rights that can be compared
across 18 economies, from Afghanistan to Zimbabwe,
over time. The data set covers 47 economies in Sub
Saharan Africa, 32 in Latin America and the Caribbean, 25
in East Asia and the Pacific, 8 in Eastern Europe and
Central Asia, 20 inthe Middle East and North Africa and
8 in South Asia, as well as 2 OECD highincome
economies. The indicators are used to analyze economic
outcomes and identify what reforms have worked, where
and why.

This economy profile presents the Doing Business
indicators for Iran, Islamic Rep. To allow useful

comparison, it also provides data for other selected
economies (comparator economies) for each indicator.
The data in this report are current as of June 1, 2056
(except for the paying taxes indicators, which cover the
period JanuarydDecember 2014).

The Doing Businessmethodology has limitations. Other
areas important to businessisuch as an
proximity to large markets, the quality of its
infrastructure services (other than those related to
trading across borders and getting electricity), the
security of property from theft and looting, the
transparency of government procurement,
macroeconomic conditions or the underlying strength of
institutions fi are not directly studied by Doing Business
The indicators refer to a specific type of business,
generally a local limited liability company operating in
the largest business city. Because standard assumptions
are used in the data collection, comparisons and
benchmarks are valid across economies. The data not
only highlight the extent of obstacles to doing business;
they also help identify the source of those obstacles,
supporting policy makers in designing regulatory reform.

More information is available in the full report. Doing
Business 206 presents the indicators, analyzes their
relationship with economic outcomes and presents
business regulatory reforms. The data, along with
information on ordering Doing Business 208, are
available on the Doing Business website at
http://www.doingbusiness.org .

econ
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CHANGESN DOING BUSINESS 261

As part of a two-year update in methodology, Doing
Business 2016expands the focus of five indicator sets
(dealing with construction permits, getting electricity,
registering property, enforcing contracts and labor
market  regulation), substantially revises the
methodology for one indicator set (trading across
borders) and implements small updates to the
methodology for another (protecting minority investors).

The indicators on dealing with construction permits now
include an index of the quality of building regulation and
its implementation. The getting electricity indicators now
include a measure of the price of electricity consumption
and an index of the reliability of electricity supply and
transparency of tariffs. Starting this year, the registering
property indicators include an index of the quality of the
land administration system in each economy in addition
to the indicators on the number of procedures and the
time and cost to transfer property. And for enforcing
contracts anindex of the quality and efficiency of judicial
processes has been added while the indicator on the
number of procedures to enforce a contract has been
dropped.

The scope of the labor market regulation indicator set
has also been expanded, to include moreareas capturing
aspects of job quality. The labor market regulation
indicators continue to be excluded from the aggregate
distance to frontier score and ranking on the ease of
doing business.

The case study underlying the trading across borders

indicators has been changed to increase its relevance.

For each economy the export product and partner are
now determined on t he
comparative advantage, the import product is auto parts,
and the import partner is selected on the basis of which
economy has the highest trade value in that product. The
indicators continue to measure the time and cost to
export and import.

Beyond these changes there is one other update in
methodology, for the protecting minority investors
indicators. A few points for the extent of shareholder
governance index have been fine-tuned, and the index
now also measures aspects of the regulations applicable
to limited companies rather than privately held joint
stock companies.

For more details on the changes, seet h e
changing in Doing Busines® @hapter starting on page
27 of the Doing Business 206 report. For more details
on the data and met hodol
N ot echapter starting on page 119 of the Doing
Business 206 report. For more details on the distance to
frontier metric, pl ease s
ease of doing

0 What

0gy.
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THE BUSINESS ENVIRGNENT

For policy makers trying to improve thei r econo

regulatory environment for busine ss, a good place to start ECONOMY OVERVIEW
is to find out how it compares with the regulatory
environment in other economies. Doing Businesgprovides
an aggregate ranking on the ease of doing business
based on indicator sets that measure and benchmark
regulations applying to domestic small to medium -size
businesses through their life cycle.Economies are ranked

Region: Middle East & North Africa

Income category: Upper middle income

from 1 to 189 by the ease of doing business ranking. Population: 78,470,222
Doing Businesgpresents results for 2 aggregate measures:

the distance to frontier score and the ease of doing GNI per capita (US$) 6,063
business ranking.The ranking of economies is determined

by sorting the aggregate distance to frontier scores, DB2016 rank: 118

rounded to two decimals. An economyods d
frontier score is indicated on a scale from 0 to 100, where

0 represents the worst performance and 100 the frontier.
(See the chapter on the distance to frontier and ease of
doing business).

DB2015 rank: 119*
Change in rank: 1

DB 2016 DTF:57.44
The ease of doing business ranking compares economies

with one another; the distance to frontier score DB 2015 DTF:56.74
benchmarks economies with respect to regulatory best
practice, showing the absolute distance to the best
performance on each Doing Businessindicator. When

Change in DTF0.7

compared across years, the distance to frontier score *DB2015 ranking shownisnot | ast year ¢
shows how much the regulatory environment for local ranking but a comparable ranking for DB2015 that
entrepreneurs in an economy has changed over time in captures the effects of such factors as datarevisions
absolute terms, while the ease of doing business ranking and the changes in methodology . See the data notes
can show only how much the regulatory environment has starting on page 119 of the Doing Business 206
changed relative to that in other economies. report for sources and definitions.

The 10 topics included in the ranking in Doing Business
2016: starting a business, dealing with construction
permits, getting electricity, registering property, getting
credit, protecting minority investors, paying taxes, trading
across borders, enforcing contracts and resolving
insolvency. Thelabor market regulation indicators are not
includedinthi s year s aggregate
ranking, but the data are presented in the economy
profile.
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THE BUSINESS ENVIRGNENT

Figure 11 Where economies stand in the global ranking on the ease of doing business

Rank 1-38
Rank 39-76
£ Rank 77-114
G_S!T)_l;’rq s § B Rank 115152
DS SIS e e Ouss ol of T Mol e B fank 153-189
:;?47.257;2: :7“3.:3.::;’-::::: oyt - Not in the Doing Business sample

Source: Doing Businesdatabase.
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THE BUSINESS ENVIRGNENT

For policy makers, knowing where their economy
stands in the aggregate ranking on the ease of doing
business is useful. Also useful is to know how it ranks
relative to comparator economies and relative to the

regional average (figure12) . The economyds
(figure 1.3) and distance to frontier scores (figure 1.4)

on the topics included in the ease of doing business

ranking provide another perspective.

Figure 12 How Iran, Islamic Rep.and comparator economies rank on the ease of doing business

United Arab Emirates (Rank 31)

Oman (Rank 70)

Saudi Arabia (Rank 32)

Jordan (Rank 113)

Iran, Islamic Rep. (Rank 118])

Regional Average (Middle East & Morth Africa)

Irag (Rank 161)

Libya (Rank 123)

|
LA
=

57.44

56.28

46.06

=

100

Distance to frontier score

Note: The rankings are benchmarked to June20band b a

sed on the average of weach

r

a |

economy.

for the 10 topics 1incl uded Thedisande to$onteesaorebenchmarks ecengraids aith reapedtto n g .
regulatory practice, showing the absolute distance to the best performance in each Doing Business ndi cat or . An econ
distance to frontier score is indicated on a scale from 0 to 100, where 0 represents the worst performance and 100 the frontier.

For the economies for which the data cover 2 cities, scores are a populationweighted average for the 2 cities.

Source:Doing Businessdatabase.
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THE BUSINESS ENVIRGNENT

Figure 13 Rankingson Doing Businesgopics - Iran, Islamic Rep.
(Scale: Rank 189 center, Rank 1 outer edge)

Starting a Business (87)

Resolving Insolvency (140)

Paying Taxes (123)

Dealing with Construction Permits (69)

Enforcing Contracts (62) Getting Electricity (88)

Trading across Borders (167) Registering Property (91)

Getting Credit (97)

Protecting Minority Investors (150)

Figure 14 Distance to frontier scores on Doing Businesgtopics - Iran, Islamic Rep.
(Scale: Score 0 center, Score 100 outer edge)

Starting a Business (85.73)

Resolving Insolvency (31.57)

Enforcing Contracts (61.85)

Trading across Borders (39.38)

Paying Taxes (66.78)

Dealing with Construction Permits (71.38)

Getting Electricity (69.17)

Registering Property (63.5)

Getting Credit (45)

Protecting Minority Investors (40)

Source: Doing Businesdatabase.

Note: The rankings are benchmarkedto June20band based on the average of each economy.
for the 10 topics i ncl uded Thedlistandeitodronfieesaaredhenchanaris ecorpmitsavithrespedttion g .
regulatory practice, showing the absolute distance to the best performance in each Doing Business ndi cat or . An econ
distance to frontier score is indicated on a scale from 0 to 100, where 0 represents the worst performance and 100 the frontier.

For the economies for which the data cover 2 cities, scores are a populationweighted average for the 2 cities.
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THE BUSINESS ENVIRGNENT

Just as the overall rankingon the ease of doing business  Doing Businessintroduced the distance to frontier score.
tells only part of the story, so do changes in that ranking. This measure shows how far on average an economy is
Yearly movements in rankings can provide some indication ~ from the best performance achieved by any economy on
of changes in an economy s eachQony Businessgdicatonnvi r onment f or

firms, but they are always relative. Comparing the measure for an economy at 2 points in time

Moreover, year-to-year changes inthe overallrankingsdo al | ows users to assess how muc
not reflect how the business regulatory environment in an environment as measured by Doing Businesshas changed
economy has changed over timefi or how it has changed over timefi how far it has moved toward (or away from)
in different areas. To aid in assessing such changes, the most efficient practices and strongest regulations in

areas covered byDoing Businesgfigure 1.5).

Figure 15 How far has Iran, Islamic Rep.come in the areas measured byDoing Busines®

2000 e 2015 o 2013 & 2014

Distance to frontler score
|

Note: The distance to frontier score shows how far on average an economy is from the best performance achieved by any economy on
eachDoing Businesdndicator. Starting a business is comparable to 2010.Getting credit , protecting minority investors, paying taxes and

resolving insolvency had methodology changes in 2014 and thus are only comparable to 2013. Dealing with construction permits,

registering property, trading across borders, enforcing contracts and getting electricity had methodology changes in 2015 and thus are
only comparable to 2014. The measure is normalized to range between 0 and 100, with 100 representing the best performance (the
frontier). See the data notes starting on page 119 of the Doing Business 2016eport for more details on the distance to frontier score.
Source:Doing Businessdatabase.
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THE BUSINESS ENVIRGNENT

The absolute values of the indicators tell another part of
the story (table 1.1). The indicators, on their own or in
comparison with the indicators of a good practice

economy or those of comparator economies in the
region, may reveal bottlenecks reflected in large numbers
of procedures, long delays or high costs. Or they may
reveal unexpected strengths in an area of business

11

regulationfi such as a regulatory process that can be
completed with a small number of pr ocedures in a few
days and at a | ow cost.
indicators today with those in the previous year may
show where substantial bottlenecks persistfi and where
they are diminishing.

Compar

Table 1.1 Summary ofDoing Businessndicators for Iran, Islamic Rep.
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Starting a Business

87 82 154 88 158 149 130 60 New Zealand (1)
(rank)
Starting a Business (DTF
S5i7) 85.73 85.68 73.8 85.7 72.58 74.98 78.66 89.98 = New Zealand (99.96)
Procedures (number) 8.0 8.0 10.0 7.0 10.0 5.0 12.0 6.0 New Zealand (1.00)*
Time (days) 15.0 15.0 29.0 12.0 35.0 7.0 19.0 8.0 New Zealand (0.50)
Cost (% of income per .

t (% P 27 31 398 | 207 | 26.9 32 41 6.2 Slovenia (0.00)
capita)
Paid-in min. capital (% .
) . 0.0 0.0 13.4 0.0 34.6 273.7 0.0 0.0 105 Economies (0.00)*
of income per capita)
Dealing with
Construction Permits 69 98 147 103 189 46 17 2 Singapore (1)
(rank)
Dealing with
Construction Permits 71.38 67.41 59.98 67.49 0 74.92 80.75 88.79 Singapore (92.97)
(DTF Score)
no

Procedures (number) 15.0 15.0 12.0 16.0 12.0 13.0 8.0 5 Economies (7.00)*

practice
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Indicator

Iran, Islamic Rep. DB2016
Iran, Islamic Rep. DB2015

Best performer g lobally

United Arab Emirates
DB2016

Irag DB2016

Jordan DB2016
Libya DB2016

Oman DB2016

Saudi Arabia DB2016
DB2016

no
97.0 | 249.0 @ 63.0 . 157.0 | 106.0 | 435 Singapore (26.00)
practice

©
N
o

Time (days)

Cost (% of warehouse no
(% 2.1 5.3 0.2 9.1 _ 0.9 0.4 0.2 Qatar (0.00)
value) practice

Building quality control
. 8.5 8.5 5.0 10.5 0.0 10.5 12.0 11.0 New Zealand (15.00)
index (0 -15)

Getting Electrici
(ranll<)g leity 88 94 106 56 126 60 24 4 Korea, Rep. (1)

Getting Electricity (DTF
9 v ( 69.17 65.45 63.68 77.88 58.88 76.27 84.83 95.28 Korea, Rep. (99.88)

Score)
Procedures (number) 6.0 6.0 4.0 5.0 4.0 6.0 4.0 3.0 14 Economies (3.00)*
Time (days) 77.0 110.0 77.0 50.0 118.0 62.0 61.0 32.0 Korea, Rep. (18.00)*
Cost (% of income per
. 823.4 865.6 239.6 303.0 351.3 64.9 26.2 235 Japan (0.00)
capita)
Reliability of supply and
transparency of tariff 5.0 5.0 0.0 5.0 0.0 6.0 6.0 7.0 18 Economies (8.00)*
index (0 -8)
Registering Proper t
Sl T 91 89 117 98 189 33 31 10 New Zealand (1)
(rank)
Registering Property
63.5 63.51 55.77 61.34 0 77.37 78.15 89.23 = New Zealand (94.46)
(DTF Score)
no
Procedures (humber) 7.0 7.0 5.0 7.0 . 2.0 3.0 2.0 4 Economies (1.00)*
practice
no
Time (days) 12.0 12.0 510 21.0 . 16.0 6.0 15 3 Economies (1.00)*
practice
Cost (% of propert no
(% of property 6.1 6.1 8.2 9.0 . 3.0 0.0 0.2 Saudi Arabia (0.00)
value) practice
Quality of the land 150 | 150 | 105 195 0.0 135 9.5 20.0 | 3 Economies (28.50)*

administration index (0 -
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Indicator

30)

Getting Credit (rank)

Getting Credit (DTF
Score)

Strength of legal rights
index (0 -12)

Depth of credit

information index (0 -8)

Credit registry coverage
(% of adults)

Credit bureau coverage
(% of adults)

Protectin g Minority
Investors (rank)

Protecting Minority
Investors (DTF Score)

Strength of minority
investor protection
index (0 -10)

Extent of conflict of
interest regulation
index (0 -10)

Extent of shareholder

governance index (0 -
10)

Paying Taxes (rank)

Paying Taxes (DTF
Score)

2.0

7.0

49.1

46.6

150

40

4.0

4.0

4.0

123

66.78

Iran, Islamic Rep.

Iran, Islamic Rep. DB2015

90

45

2.0

7.0

45.0

33.8

149

40

4.0

4.0

4.0

122

66.78

Irag DB2016

181

1.0

0.0

0.0

0.0

115

46.67

4.7

4.7

4.7

59

79.53

Jordan DB2016

185

0.0

0.0

2.4

0.0

163

36.67

3.7

3.3

4.0

52

80.96

Libya DB2016

185

0.0

0.0

0.5

0.0

188

16.67

1.7

2.0

13

160

54.68

Oman DB2016

126

35

1.0

6.0

23.3

0.0

134

43.33

4.3

5.3

3.3

10

92.91

Saudi Arabia DB2016

79

50

2.0

8.0

0.0

47.4

99

51.67

5.2

6.7

3.7

99.23

United Arab Emirates

DB2016

97

45

2.0

7.0

7.7

38.4

49

60

6.0

7.3

4.7

99.44

13

Best performer g lobally

DB2016

New Zealand (1)

New Zealand (100)

3 Economies (12.00)*

26 Economies (8.00)*

Portugal (100.00)

22 Economies
(100.00)*

Singapore (1)*

Singapore (83.33)*

3 Economies (8.30)*

Singapore (9.30)*

4 Economies (8.00)*

United Arab Emirates

@

United Arab Emirates
(99.44)*
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Indicator

Payments (number per
year)

Time (hour s per year)

Total tax rate (% of
profit)

Trading Across Borders
(rank)

Trading across Bord ers
(DTF Score)

Time to export: Border
compliance (hours)

Cost to export: Border
compliance (USD)

Time to export:
Documentary
compliance (hours)

Cost to export:
Documentary
compliance (USD)

Time to import: Border
compliance (hours)

Cost to import: Border
compliance (USD)

Time to import:
Documentary
compliance (hours)

Cost to import:
Documentary
compl iance (USD)

N
o
o

344.0

44.1

167

39.38

107

565

159

143

148

660

284

197

Iran, Islamic Rep.

Iran, Islamic Rep. DB2015

N
o
o

344.0

44.1

166

39.38

107

565

159

143

148

660

284

197

Irag DB2016

[EEN
oy
o

312.0

27.8

178

23.51

69

1,018

504

1,800

131

644

176

900

O
3 4
o T
\“_)' @ © o é
— |
S = o 8 o
m I o o IS
M @ o
e el a z < ©
= c — - o
3 g, 3 = g ]
S e} S 3 =
] p (@) wn = e
25.0 19.0 14.0 3.0 4.0

151.0 889.0 68.0 64.0 12.0

29.5 32.8 22.9 15.0 15.9

50 107 69 150 101

86.73 64.66 79.35 49.62 66.27

29 72 53 69 38
131 575 223 264 650
0 72 31 90 6
25 50 107 105 178
79 79 70 228 72
181 637 354 779 678
55 96 24 131 37
30 60 20 390 283

14

Best performer g lobally

DB2016

Hong Kong SAR,
China (3.00)*

Luxembourg (55.00)

Ireland (25.90)

Denmark (1)*

Denmark (100)*

15 Economies (0.00)*

18 Economies(0.00)*

Jordan (0.00)

20 Economies (0.00)*

19 Economies (0.00)*

28 Economies (0.00)*

21 Economies (1.00)*

30 Economies (0.00)*
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Indicator

Iran, Islamic Rep. DB2016
Iran, Islamic Rep. DB2015

Best performer g lobally

United Arab Emirates
DB2016

Irag DB2016

Jordan DB2016
Libya DB2016

Oman DB2016

Saudi Arabia DB2016
DB2016

Enforcing Contracts
(rank)

(o))
N
(o))
N

122 126 131

~
o
(o]
(o))

1

(0]

Singapore (1)

Enforcing Contracts

61.85 61.85 52.65 51.5 50.27 60.62 58.78 73.22 Singapore (84.91
(DTF Score) gap ( )

Time (days) 505.0 505.0 520.0 689.0 690.0 598.0 575.0 495.0 Singapore (150.00)
Cost (% of claim) 17.0 17.0 28.1 31.2 27.0 13.5 27.5 19.5 Iceland (9.00)
uality of judicial )
Quality J. 6.5 6.5 4.0 6.5 5.0 6.5 8.0 13.0 | 3 Economies (15.50)*
processes index (0 -18)
Resolving Insolvency .
140 137 189 146 189 105 189 91 Finland (1)
(rank)
Resolving Insolvency .
31.57 32.38 0 30.17 0 39.28 0 43.74 Finland (93.81
(DTF Score) ( )
Recovery rate (cents on
18.0 19.5 0.0 27.0 0.0 38.1 0.0 29.0 Japan (92.90)
the dollar)
. no no no
Time (years) 45 4.5 . 3.0 . 4.0 . 3.2 Ireland (0.40)
practice practice practice
no no no
Cost (% of estate) 15.0 15.0 . 20.0 . 3.5 . 20.0 Norway (1.00)
practice practice practice
Outcome (0 as
. no no no
piecemeal sale and 1 as 0 0 . 0 . 0 . 0
. practice practice practice
going concern)
Strength of inso lvency .
7.0 0.0 5.0 0.0 6.0 0.0 9.0 4 Economies (15.00)*

framework index (0 -16)

Source:Doing Businessdatabase.

Note:DB20155r anki ngs shown are not | ast year s publ bthadtoaplurethaaffdctsafsuch b u t
factors as datarevisions and changes to the methodology. The global best performer on time for paying taxes is defined as the lowest

time recorded among all economies in the DB2016 sample that levy the 3 major taxes: profit tax, labor taxes and mandatory
contributions, and VAT or sales tax. If an economy has no laws or regulations covering a specific aredi for example, insolvencyii it
receives a Ono practiced6 mark. Similarly, an economy praetceoiifaes &
competing regulation prohibits such practice. Either wayaontha on
relevant indicator. * Two or more economies share the top ranking on this indicator. A number showninplaceof an economy?d
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indicates the number of economies that share the top ranking on the indicator. For a list of these economies, see theDoing Business
website (http://www.doingbusiness.org).
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STARTING A BUSINESS

Formal registration of companies has many
immediate benefits for the companies and for
business owners and employees. Legal entitiescan
outlive their founders. Resources are pooled as
several shareholders join forces to start a company.
Formally registered companies have access to
services and hstitutions from courts to banks as well
as to new markets. And their employees can benefit
from protections provided by the law. An additional
benefit comes with limited liability companies. These
limit the financial liability of company owners to their
investments, so personal assets of the owners are not
put at risk. Where governments make registration
easy, more entrepreneurs start businesses in the
formal sector, creating more good jobs and
generating more revenue for the government.

What do the indic ators cover?

Doing Business records all procedures officially
required, or commonly done in practice, for an
entrepreneur to start up and formally operate an
industrial or commercial business, as well as the time
and cost to complete these procedures and the paid-
in minimum capital requirement. These procedures
include obtaining all necessary licenses and permits
and completing any required notifications,
verifications or inscriptions for the company and
employees with relevant authorities. The ranking of
economies on the ease of starting a business is
determined by sorting their distance to frontier
scores for starting a business. These scores are the
simple average of the distance to frontier scores for
each of the component indicators.

To make the data comparable across economies,
several assumptions about the business and the
procedures are used.lt is assumed that any required
information is readily available and that the
entrepreneur will pay no bribes. Assumptions about
the business:

1 Is alimited liability company (or its legal
equivalent), located in the largest business city
and is 100% domestically owned" with five
owners, none of whom is a legal entity.

1 Has at least 10 and up to 50 employees, all of
them domestic nationals.

1 Performs general commercial or industrial
activities.

WHAT THE STARTING A BUSINESS
INDICATORS MEASURE

Procedures to legally start and operate a
company (number)

Preregistration (for example, name
verification or reservation, notarization)

Registration ilamgest he ec
business city*

Postregistration (for example, social security
registration, company seal)

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day(2
procedures cannot start on the same day).
Procedures that can be fully completed
online are recorded as ¥z day.

Procedure completed once final document is
received

No prior contact with officials

Cost required to complete each procedure
(% of income per capita)

Official costs only, no bribes

No professional fees unless services required
by law or commonly used in practice

Paid-in minimum capital (% of income
per capita)

Deposited in a bank or with a notary before
registration (or within 3 months)

Has a startup capital of 10 times income per
capita and a turnover of at least 100 times
income per capita.

Hasa company deed 10 pages long.

Does not qualify for any special benefits.

Leases the commercial plant or offices and is not

a proprietor of real estate.

! For 11 economies the data are also collected forthe second largest business city

17
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STARTING A BUSINESS

Where does the economy stand today?

What does it take to start a business inlran, Islamic Rep?  the largest business city of an economy, except for 11
According to data collected by Doing Businessstartinga  economies for which the data are a population -weighted
business there requires 8.00 procedures, takes 15.00 average of the 2 largest business cities. See the chapter
days, costs 2.70% of income per capita and requires  on distance to frontier and ease of doing business
paid-in minimum capital of 0.00% of income per capita ranking at the end of this profile for more details.
(figure 2.1).Most indicator sets refer to a case scenario in

Figure 2.1 What it takes to start a business inlran, Islamic Rep.
Paid-in minimum capital (% of income per capita): 0.00

Il Time Cost
20 3
2.5
15 =
2§
_ ]
; o
] g
2 10 L5 &
£ £
= ]
1 &
=
5 S
0.5
u I T T T T T T T u
2 3 4 5 6 7 2
Procedures (number)

Source:Doing Businessdatabase.

Note: Time shown in the figure above may not reflect simultaneity of procedures. Online procedures account for 0.5 days in the
total time calculation. For more information on the methodology of the s tarting a business indicators, see the Doing Business
website (http://www.doingbusiness.org). For details on the procedures reflected here, see the summary at the end of this chapter.
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STARTING A BUSINESS

Globally, Iran, Islamic Repstands at 87 in the ranking of regional average ranking provide other useful
189 economies on the ease of starting a business (figure  information for assessing how easy it is for an
2.2). The rankings for comparator economies and the entrepreneur in Iran, Islamic Rep.to start a business.

Figure 2.2How Iran, Islamic Rep.and comparator economies rank on the ease of starting a
business

United Arab Emirates {(Rank &0)

Iran, Islamic Rep. (Rank 87) 85.73

Jordan (Rank 88)

=]
(¥, )

Regional Average (Middle East & North Africa) 79.3

Saudi Arabia (Rank 1300

Oman (Rank 149)

Irag (Rank 154)

Libya (Rank 158)

=

100

Distance to frontier score

Source: DoingBusinessdatabase.
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STARTING A BUSINES

Economies around the world have taken steps makingit  they often are part of a larger regulatory reform
easier to start a businessi streamlining procedures by program. Among the benefits have been greater firm
setting up a one-stop shop, making procedures simpler  satisfaction and savings and more registered businesses,
or faster by introducing technology and reducing or financial resources and job opportunities.

eliminating minimum capital requirements. Many have

. . : . - What business registration reforms has Doing Business
undertaken business registration reforms in stagesi and

recorded in Iran, Isemic Rep.(table 2.1)?

Table 21 How has Iran, Islamic Rep.made starting a business easiefi or not?
By Doing Businessreport year from DB2011to DB2016

DB year Reform

The Islamic Republic of Iran eased business starup by
DB2011 installing a web portal allowing entrepreneurs to search for
and reserve a unigue company name.

The Islamic Republic of Iran made starting a business more
DB2013 difficult by requiring company founders to obtain a criminal
record clearance to register a new company.

The Islamic Republic of Iran made starting a business easier by
DB2015 streamlining the name reservation and company registration
procedures.
Source:Doing Businessdatabase.
Note: For information on reforms in earlier years (back to DB2005), see theDoing Busnessreports
for these years, available at http://www.doingbusiness.org.
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STARTING A BUSINESS

What are the details?

Underlying the indicators shown in this chapter for
Iran, Islamic Rep.s a set of specific proceduresi the
bureaucratic and legal steps that an entrepreneur
must complete to incorporate and register a new Legal form: Limited Liability Company ( i .~ *
firm. These areidentified by Doing Businessthrough hzi W3N: Y ~ Y

collaboration with relevant local professionals and

the study of laws, regulations and publicly available Paid-in minimum capital requirement:  IRR 0
information on business entry in that economy. City: Tehran

Following is a detailed summary of those procedures,
along with the associated time and cost. These
procedures are those that apply to a company
matching the standard assumptions (the
0Ostandardi zed c ®ony&usipess)n
collecting the data (see the section in this chapter on
what the indicators measure).

STANDARDIZED COMPANY

Start-up Capital : 10 times GNI per capita

Table 2.2Summary of time, cost and procedures for starting a business inIran, Islamic Rep.

Time to
No. Procedure Cost to complete
complete
Obtain a criminal record clearance
Under articles 111 and 147 of the amendments to the Commercial Code
of 1969, a criminal record clearance must be obtained from all company IRR 50,000 per
- i i 5 days on average o

1 |directors in order to register a new company. Y g criminal record
Agency: Police Electronic Service Centers
Reserve a unique company name, R egister at the Companies
Registration Office and Pay the registration fees
To register with the Companies Registration Office, the company must
submit the following documents:
- Articles of association, signed by all shareholders
- Declaration stating that all shares have been subscribed
- Minutes of the general assembly of founders and board of directors
-Mi nutes of the sharehol dersd me:i IRR 375,000 for
first Fjirectors and inspector(s) N . . registration and IRR

5 Written stf_itement accepting the position of directorship and 3 days 40,000 for name
inspectorship search and
- National ID Card (Carte Melli) and birth certificates (certified copies) of reservation

the shareholders and inspectors
- Name of a mass circulation newspaper in which all company
announcements will be published

Application files are assigned a bar code so that each internal desk that
receives the file tracks its entrance and exit. In addition, an electronic
payment system is conducted with a card and a machine is used to pay
registration fees.
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No.

Procedure

Agency: Companies Registration Offie

Place a notice of the company formation in the Official Gazette and
the selected newspaper of general circulation

It is possible to directly publish the notice of the company formation
through the Official Gazette and the selected newspaper or general
circulation or submit it to the post office, which then forwards them to
the Gazette. This process takes 15 to 30 days. However, businesses do
not need to wait until t he publication is completed to start their
business. Upon submission of the registration notice to the official
gazette for publication, a copy thereof is affixed with the stamp of the
official gazette office indicating that the notice is in the process of
publication. This notice, bearing the stamp of the official gazette, in
terms of the start of business operations holds the same value as the
notice published in the Gazette. Thus, with this notice, the company can
proceed with business operation formalities.

Agency: Official Gazette

Notify the State Tax Affairs Organization of the commencement of
business activities

As per Article 177 of the Direct Tax Act, the newcompany must notify
the State Tax Affairs Organization in writing of the commencement of
its business operations within 4 months. Failure to do so will result in a
fine and a deprivation of any applicable tax facilities and exemptions.

Agency: State TaXAffairs Organization

Register for VAT

The registration for VAT is needed for a company performing general
industrial or commercial activities such as the casestudy measured by
Doing Business. The legal basis for such registration igshe Law of
Implementation of the Value Added Tax enacted in 1387 (as amended).
There is no cost for VAT registration, and it can be completed online
through www.evat.ir. The State Tax Affairs Organization is part of the
Ministry of Economic Affairs and Finance.

Agency: State Tax Affairs Organization

Time to
complete

1 day

1 day

2 days

22

Cost to complete

IRR140,000 for
official Gazette; IRR
240,000 for general

circulation
newspaper

no charge

no charge
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No. Procedure Time to Cost to complete
complete
Retrieve the officially sealed books of account within 30 days of
registration
The cost depends on the number of pages of the official sealed books
6 of account. 1 day IRR 100,000
Agency: Authorized Vendor
Pay the share certificate stamp duty within 60 days of company
registration
0.2% of the par
The stamp duty must be paid within 60 days of company registration. It value of the
7 |is paid at Bank Melli Iran because it is an official government duty. y subscribed share
ital
Agency: Bank capita
Enroll workers in the social security program at the Iranian Labor
Department and Obtain a workplace number
To open files in the social security program, the applicant sends a copy
of the fir st monthly salary report to the Iranian Labor Department with a
8 premium contribution of 33% of t 1 day no charge

worker, 23% employer, 3% unemployment contribution, and 3%
government).

Agency: Labor Department

* Takes plce simultaneously with another procedure.
Source:Doing Businessdatabase.
Note: Online procedures account for 0.5 days in the total time calculation.
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DEALING WITH CONSTRUTION PERMITS

Regulation of construction is critical to protect the
public. But it needs to be efficient, to avoid excessive
constraints on a sector that plays an important partin
every economy. Where complying with building
regulations is excessively costly in time and money,
many builders opt out. They may pay bribes to pass
inspections or simply build illegally, leading to
hazardous construction that puts public safety at risk.
Where compliance is simple, straightforward and
inexpensive, everyone is better off.

What do the indicators cover?

Doing Businessrecords all procedures required for a
business in the construction industry to build a
warehouse along with the time and cost to complete
each procedure. In addition, this year Doing Business
introduces a new measure, the building quality
control index, evaluating the quality of building
regulations, the strength of quality control and safety
mechanisms, liability and insurance regimes, and
professional certification requirements.

The ranking of economies on the ease of dealing with
construction permits is determined by sorting t heir
distance to frontier scores for dealing with
construction permits. These scores are the simple
average of the distance to frontier scores for each of
the component indicators .

To make the data comparable across economies,
several assumptions about the construction
company, the warehouse project and the utility
connections are used.

Assumptions about the construction company
The construction company (BuildCo):

1 Is alimited liability company (or its legal
equivalent).

1T Operates in
city. For 11 economies the data are also
collected for the second largest business
city.

1 1s 100% domestically and privately owned.

1 Has five owners, none of whom is a legal
entity.

91 Isfully licensed and insured to carry out
construction projects, such as building
warehouses.

t h etbesiness o

WHAT THE DEALING WITH CONSTRUCTION
PERMITS INDICATORS MEASURE

Procedures to legally build a warehouse
(number)

Submitting all relevant documents and
obtaining all necessary clearances, licenses,
permits and certificates

Submitting all required notifications and
receiving all necessary inspections

Obtaining utility connections for water and
sewerage

Registering and selling the warehouse after its

completion

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day

Procedures that can be fully completed online

are recorded as ¥z day

Procedure considered completed once final
document is received

No prior contact with officials

Cost required to complete each p rocedure (%

of warehouse value )
Official costs only, no bribes

Building quality control index (0 -15)
Sum of the scores of six component indices:
Quality of building regulations (0 -2)
Quality control before construction (0 -1)
Quality control during constru ction (0-3)
Quality control after construction (0 -3)
Liability and insurance regimes (0-2)

Professional certifications (0-4)

24
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The construction company (BuildCo) (continued):

|l

1

Has 60 builders and other employees, all of
them nationals with the technical expertise
and professional experience necessary to
obtain construction permits and approvals.

Has at least one employee who is a
licensed architect or engineer and
registered with the local association of
architects or engineers. BuildCo is not
assumed to have any other employees who
are technical or licensed experts, such as
geological or topograp hical experts.

Has paid all taxes and taken out all
necessary insurance applicable to its
general business activity (for example,
accidental insurance for construction
workers and third-person liability).

Owns the land on which the warehouse will
be built and will sell the warehouse upon
its completion.

Is valued at 50 times income per capita.

Assumptions about the warehouse

The warehouse:

il

Will be used for general storage activities,
such as storage of books or stationery. The
warehouse will not be used for any goods
requiring special conditions, such as food,
chemicals or pharmaceuticals.

Will have two stories, both above ground,
with a total constructed area of
approximately 1,300.6 square meters
(14,000 square feet). Each floor will be 3
meters (9 feet, 10 inches) high.

Will have road access and be located in the
periurban area of the
business city (that is, on the fringes of the

city but still within its official limits). For 11
economies the data are also collected for

the second largest business city.

Will not be located in a special economic

or industrial zone. Will be located on a land
plot of approximately 929 square meters
(10,000 square feet) that is 100% owned by
BuildCo and is accurately registered in the
cadastre and land registry.

Will be a new construction (there was no
previous construction on the land), with no
trees, natural water sources, natural regrves
or historical monuments of any kind on the
plot.

Will have complete architectural and
technical plans prepared by a licensed
architect. If preparation of the plans requires
such steps as obtaining further
documentation or getting prior approvals
from external agencies, these are counted as
procedures.

Will include all technical equipment required
to be fully operational.

Will take 30 weeks to construct (excluding all
delays due to administrative and regulatory
requirements).

Assumptions about the utility connections

The water and sewerage connections:

f

=

Will be 150 meters (492 feet) from the
existing water source and sewer tap. If there
is no water delivery infrastructure in the
economy, a borehole will be dug. If there is
no sewerage infrastructure, a septic tank in
the smallest size available will be installed or
built.

Will not require water for fire protection
reasons; a fire extinguishing system (dry
system) will be used instead. If a wet fire
protection system is required by law, it is
assumedthat the water demand specified
below also covers the water needed for fire
protection.

Will have an average water use of 662 liters
(175 gallons) a day and an average
wastewater flow of 568 liters (150 gallons) a
day. Will have a peak water use of 1,328iters
(350 gallons) a day and a peak wastewater
flow of 1,136 liters (300 gallons) a day.

Will have a constant level of water demand
and wastewater flow throughout the year.

Will be 1 inch in diameter for the water
connection and 4 inches in diameter for the
sewerage connection.

25
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DEALING WITH CONSTRUTON PERMITS
Where does the economy stand today?

What does it take to comply with the formalities to build business city of an economy, except for 11 economies for
a warehouse in Iran, Islamic Rep? According to data  which the data are a population -weighted average of the
collected by Doing Business dealing with construction 2 largest business cities. See the chapter on distance to
permits there requires 15.00 procedures, takes 97.00 frontier and ease of doing business ranking at the end of
days and costs2.10% of the warehouse value(figure 3.1).  this profile for more details.

Most indicator sets refer to a case scenario in the largest

Figure 3.1 What it takes to comply with formalities to build a war ehouse in Iran, Islamic Rep.
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Source:Doing Businessdatabase.

Note: Time shown in the figure above may not reflect simultaneity of procedures. Online procedures account for 0.5 days in the
total time calculation. For more information on the methodology of the dealing with construction permits indicators, see the
Doing Businesswebsite (http://www.doingbusiness.org). For details on the procedures reflected here, see the summary at the
end of this chapter.
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DEALING WITH CONSTRUTION PERMITS

Globally, Iran, Islamic Repstands at 69 in the ranking of other useful information for assessing how easy itis for
189 economies on the ease of dealing with construction an entrepreneur in Iran, Islamic Rep.to legally build a
permits (figure 3.2). The rankings for comparator  warehouse.

economies and the regional average ranking provide

Figure 3.2 How Iran, Islamic Rep.and comparator economies rank on the ease of dealing with construction
permits

United Arab Emirates (Rank 2)

Saudi Arabia (Rank 17)

Oman (Rank 46)

Iran, Islamic Rep. (Rank 69)

Jordan (Rank 103)

Regional Average (Middle East 8 North Africa) 63.62

Libya (Rank 183)

100

=

Distance to frontier score

Source: DoingBusinessdatabase.
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DEALING WITH CONSTRUINON PERNITS

What are the details?

The indicators reported here for Iran, Islamic Repare
based on a set of specific proceduredi the steps that
a company must complete to legally build a
warehousefi identified by Doing Businessthrough
information collected from expe rts in construction
licensing, including architects, civil engineers,
construction lawyers, construction firms, utility
service providers and public officials who deal with

BUILDING A WAREHOUSE

Estimated value of

IRR 6,740,557,954
warehouse :

City : Tehran

building regulations. These procedures are those
that apply to a company and struct ure matching the

standard assumptions used by Doing Businessin

collecting the data (see the section in this chapter on

what the indicators cover).

The procedures, dong with the associated time and cost,
are summarized below.

Table 3.2Summary of time, cost and procedures for dealing with construction permits in Iran, Islamic Rep.
Time to

No. Procedure
complete

Cost to complete

Apply for zoning approval

BuildCo must obtain zoning permission from the e -service office.
BuildCo submits the request and the e-service officer scans the
request and supporting documents into the system. An
inspection is scheduled usually with a couple of days at most. By
the third or fourth day, the inspector will enter the information
about the site into the system and it is transferred electronically
to the Municipality for approval. The Municipality will usually
approve the location permit request within 1 -- 2 days and send
the approval back to the relevant e-service office. BuildCo can
obtain the location approval within 10 days of submitting the
application.

1 day no charge

Payment is made using an ATM card in POS system available in
the e-service offices.

Agency: Eservice office

Receive site inspection

2 1 day
Agency: Municipality

IRR 2,991,380

Obtain zoning approval

3 10 days IRR 8,453,900

Agency: Eservice office
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No.

Procedure

Request and obtain construction permit

BuildCo submits the construction permit application t hrough the
e-service office. The eservice office will send the documents to
the Municipality for approval. The application is reviewed and
signed by the following people: Head of Masterplan (at the
location approval stage), Head of Issuing Permission, Dejity of
Urban and City Planning District, and the District Mayor. Once
everyone has signed off, the approved application is sent back to
the e-service office and the permit is issued. Applicants are
informed by email, SMS, or telephone that their applications
have been approved. The whole process takes about 1 month.

Payment is made using an ATM card in POS system available in

the e-service offices.

Agency: Engineering and Technical Services Institution and
Municipality

* Hire an independent surveillance company

The design and supervision team provides technical supervision
through an architectural engineer for the duration of the
construction work and directs the workers in accordance with the

plans. This team reports on allconstruction activities to the
engineer.

Agency: Surveillance Company

* Receive inspection from Municipality - |

Construction work does not stop when the inspections take
place.

Agency: Municipality

Receive inspection from Municipality

Agency: Municipality

Receive inspection from Municipality - llI

Agency: Municipality

29

Time to Cost to complete
complete
30 days IRR 10,625,000
1 day no charge
1 day no charge
1 day no charge
1 day no charge
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No.

10

11

12

13

Time to

Procedure Cost to complete
complete

Receive inspection from Municipality - IV

1 day no charge
Agency: Municipality
Receive inspection from Municipality -V

1 day no charge
Agency: Municipality
Apply for building completion certificate
Upon completion of construction works, BuildCo must submit
the site file containing all the inspection reports signed by the
supervising engineer at each stage of construction to the e-
service office. The eservice office will scan and transmit the file
to the Municipality which will assign an inspector to come and
check that there have been no breaches to the construction
permit. The inspector files a no-breach report at the municipality.
The building completion certificate must be signed by:
A The Head of |SSUI.ng Per mi ss 1 day no charge
A The Head of Technical Super
A Deputy for Urban Planning
A The District Mayor
Once all signaturesare obtained, the approved building
completion certificate is transmitted back to the relevant e -
service office who will notify BuildCo.
Agency: Eservice office
Receive final inspection

1 day no charge
Agency: Municipality
Obtain sewage connection

49 days IRR 44,857,000

Agency: Tehran Water and Wastewater Company

30
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No. Procedure

* Obtain water connection

14

Agency: Tehran Water and Wastewater Company

* Obtain building completion certificate

The costfor the building completion certificate is IRR 860,000.
Payment is made using an ATM card in POS system available in
the e-service offices. Payment for the completion certificate must
be made at the same time that the construction permit is

15 requested.

Agency: Eservice office

* Takes place simultaneously with another procedure.
Source: Doing Businesdatabase.
Note: Online procedures account for 0.5 days in the total time calculation.

Time to
complete

21 days

1 day

Cost to complete

IRR 74,019,000

IRR 2,990,000

31
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DEALING WITH CONSTRUTION PERMITS
Building Quality Control Index

The building quality control index is the sum of the  The index ranges from 0 to 15, with higher values
scores on the quality of building regulations, quality  indicating better quality control and safety mechanismsin
control before construction, quality control during the construction permitting system.

construction, quality control after construction,
liability and insurance regimes, and professional
certifications indices.

The indicator is based on the same case study
assumptions as the measures of efficiency.

Table 3.3 Summary of quality control and safety mechanisms inlran, Islamic Rep.

Answer Score
Building quality control index (0 -15) 8.50
Quiality of building regulations index (0 -2) 1.00

In what way are the building regulations (including the building Available online: Free of

code) or any regulations dealing with construction permits made 1.0
. charge.

available? (G1)

Which requirements for obtaining a building permit are clearly List of required

specified by the building regulations or by any accessible website, documents; Required 0.0

brochure or pamphlet? (0-1) preapprovals.

Quality control before construction index (0 -1) 1.00

Who is part of the committee or team that reviews and approves
building permit applicat ions in the relevant permit-issuing Licensed engineer. 1.0
agency? (G1)

Quiality control during construction index (0 -3) 2.00

Inspections by external

What types of inspections (if any) are required by law to be engineer or firm; 10
carried out during construction? (0-2) Unscheduled '
inspections.
. . . . . Mandatory inspections
Do legally mandated inspections occur in practice during )
: are always done in 1.0
construction? (0-1) .
practice.
Quality control after construction index (0 -3) 3.00
Yes, final inspection is
Is there a final inspection required by law to verify that the done b¥ government
. o . agency; Yes, external
building was built in accordance with the approved plans and . . 2.0
regulations? (0-2) engineer submits
’ report for final
inspection.
N . . . Final inspection always
Do legally mandated final inspections occur in practice? (0-1) p. . y 1.0
occurs in practice.
Liability and insurance regimes index (0-2) 1.50
Which parties (if any) are held liable by law for structural flaws or Architect or engineer. 05

problems in the building once it is in use? (G1)
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Which parties (if any) are required by law to obtain an insurance

Answer

policy to cover possible structural flaws or problems in the Construction company.

building once it is in use? (0-1)
Professional certificaions index (0-4)

Being a registered
architect or engineer;
Passing a certification

exam.

What are the qualification requirements for the professional
responsible for verifying that the architectural plans or drawings
are in compliance with existing building regulations? (0-2)

Being a registered
What are the qualification requirements for the professional who | architect or engineer;
supervises the construction on the ground? (0-2) Passing a certification

exam.

Source: Doing Businesdatabase.
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Score

1.0

0.00

0.0

0.0
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GETTING ELECTRIMT

Access to reliable and affordable electricity is vital for
businesses. To counter weak electricity supply, many
firms in developing economies have to rely on self-
supply, often at a prohibitively high cost. Whether
electricity is reliably available or not, the first step for
a customer is always to gain access by obtaining a
connection.

What do the indicators cover?

Doing Businessrecords all procedures required for a
local business to obtain a permanent electricity
connection and supply for a standardized warehouse,
as well as the time and cost to complete them. These
procedures include applications and contracts with
electricity utilities, clearances from other agencies
and the external and final connection works. In
addition, this year Doing Businessadds two new
measures: the reliability of supply and transparency
of tariffs index (included in the aggregate distance to
frontier score and ranking on the ease of doing
business) and the price of electricity (omitted from
these aggregate measures). The ranking of
economies on the ease of getting electricity is
determined by sorting their distance to frontier
scores for getting electricity . These scores are the
simple average of the distance to frontier scores for
each of the component indicators. To make the data
comparable across economies, several assumptions
are used.

Assumptions about the warehouse
The warehouse:
1 Is owned by a local entrepreneur.

I s located in the eco
business city. For 11 economies the data

are also collected for the second largest
business city.

1 Islocated in an area where similar
warehouses are typically located. In this
area a new electricity connection is not
eligible for a special investment promotion
regime (offering special subsidization or
faster service, for example).

1 Islocated in an area with no physical
constraints. For example, the property is
not near a railway.

1 Is anew construction and is being
connected to electricity for the first time.

WHAT THE GETTING ELECTRICITY
INDICATORS MEASURE

Procedures to obtain an electricity connection
(number)

Submitting all relevant documents and
obtaining all necessary clearances and permis

Completing all required notifications and
receiving all necessary inspections

Obtaining external installation works and
possibly purchasing material for these works

Concluding any necessary supply contract and
obtaining final supply

Time required to comp lete each procedure
(calendar days)

Is at least 1 calendar day
Each procedure starts on a separate day

Does not include time spent gathering
information

Reflects the time spent in practice, with little
follow-up and no prior contact with officials

Cost required to complete each procedure (%
of income per capita)

Official costs only, no bribes
Excludes value added tax

The reliability of supply and transparency of
tariffs index

Sum of the scores of six component indices:
Duration and frequency of outages
Tools to monitor power outages
Tools to restore power supply
Regul atory monitoring
Financial deterrents aimed at limiting outages
Transparency and accessibility of tariffs

Price of electricity (cents per kilowatt  -hour)*

Price based on monthly bill for commercial
warehouse in case study

*Price of electricity is rot included in the calculation of
distance to frontier nor ease of doing business ranking
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Assumptions about the monthly consumption

The warehouse(continued):

|l

Assumptions about the electricity ¢

Has two stories, both above ground, with a
total surface area of approximately 1,300.6
square meters (14,000 square feet). The
plot of land on which it is built is 929
square meters (10,000 square feet).

Is used for storage of goods.

onnection

The electricity connection:

f
f

Is a permanent one.

Is a three-phase, four-wire Y, 140 kilovolt -
ampere (kVA) (subscribed capacity)
connection (where the voltage is 120/208
V, the current would be 400 amperes;
where it is 230/400 B, the current would be
nearly 200 amperes).

Is 150 meters long. The connection is to
either the low-voltage or the medium -
voltage distribution network and either
overhead or underground, whichever is
more common in the area where the
warehouse is located.

Requires worksthat involve the crossing of

a 10-meter road (such as by excavation or
overhead lines) but are all carried out on
public land. There is no crossing of other
ownersd® private prope
warehouse has access to a road.

Includes only a negligible length in the

customerds private do

Will supply monthly electricity
consumption of 26,880 kilowatt -hours
(kWh).

Does not involve work to install the internal
electrical wiring. This has already been
completed, up to and including the

cust omer &anel srswitehboard
and installation of the meter base.

1

It is assumed that the warehouse operates 8
hours a day for 30 days a month, with
equipment utilized at 80% of capacity on
average, and that there are no electricity cuts
(assumed for simplicity). The subscribed
capacity of the warehouse is 140 kVA, with a
power factor of 1 (1 kVA = 1 kW). The
monthly energy consumption is therefore
26,880 kWh, and the hourly consumption 112
kWh (26,880 kWh/30 days/8 hours).

If multiple electricity suppliers exist, the

warehouse is served by the cheapestsupplier.

Tariffs effective in March of the current year
are used for calculation of the price of
electricity for the warehouse.
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GETTING ELECTRICITY
Where does the economy stand today?

36

What does it take to obtain a new electricity connection Most indicator sets refer to a case scenario in the largest
in Iran, Islamic Rep? According to data collected by business city of an economy, except for 11 economies for
Doing Business,getting electricity there requires 6.00  which the data are a population-weighted average of the

procedures, takes 77.00 days and costs 823.40%6 of 2 largest business cities. See the chapter on distance to

income per capita (figure 4.1).

frontier and ease of doing business ranking at the end of

this profile for more details.
Figure 4.1 What it takes to obtain an electricity connection in Iran, Islamic Rep.
Hl Time Cost
80 1000
800
&0 —

Time (days)
?

400

4 5

Procedures (mumber)

Cost (% of Income per capita)

Source: Doing Businesdatabase.

Note: Time shown in the figure above may not reflect simultaneity of procedures. For more information on the methodology of the
getting electricity indicators, see the Doing Businessvebsite (http:/ /www.doingbusiness.org). For details on the procedures reflected

here, see the summary at the end of this chapter.
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GETTING ELECTRICITY

Globally, Iran, Islamic Repstands at 88 in the ranking of regional average ranking provide another perspective in
189 economies on the ease of getting electricity (figure assessing how easy it is for an entrepreneur inlran,
4.2). The rankings for comparator economies and the Islamic Rep.to connect a warehouse to electricity.

Figure 4.2 Howlran, Islamic Rep.and comparator economies rank on the ease of getting electricity

United Arab Emirates (Rank 4)

Saudi Arabia (Rank 24)

Jordan (Rank 5&)

Oman (Rank &0)

Iran, Islamic Rep. (Rank 838) 69.17

Regional Average (Middle East & North Africa) &7.06

Irag (Rank 106)

Libya (Rank 12&)

Distance to frontier score

Source: DoingBusinessdatabase.
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GETTING ELECTRICITY

Obtaining an electricity connection is essential to enable
a business to conduct its most basic operations.In many
economies the connection processis complicated by the
multiple laws and regulationsinvolvedii covering service
quality, general safety, technical standards, procurement
practices and internal wiring installations. In an effort to

38

ensure safety in the connection process while keepng
connection costs reasonable, governments around the
world have worked to consolidate requirements for
obtaining an electricity connection. What reforms in
getting electricity has Doing Businessrecorded in Iran,
Islamic Rep.(table 4.1)?

Table 41 How has Iran, Islamic Rep.made getting electricity easierfi or not?

By Doing Businessreport year from DB2011 to DB2016
DB year Reform

The Islamic Republic of Iran made getting electricity easier by
DB2015 eliminating the need for customers to obtain an ex cavation

permit for electricity connection works.

Source: Doing Businesdatabase.
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Iran, Islamic Rep.

GETTING ELECTRICITY
What are the details?

The indicators reported here for Iran, Islamic Rep.are
based on a set of specific proceduredi the steps that an
entrepreneur must complete to get a warehouse
connected to electricity by the local distribution utility fi
identified by Doing BusinessData are collected from the
distribution utility, then completed and verified by
electricity regulatory agencies and independent
professionals such as electrical engineers, electrical
contractors and construction companies. The electricity
distribution utility surveyed is the one serving the area
(or areas) in which warehouses are located. If there is a
choice of distribution utilities, t he one serving the largest
number of customers is selected.

The procedures are those that apply to a warehouse and
electricity connection matching the standard
assumptions used by Doing Businessin collecting the
data (see the section in this chapter on what the
indicators cover). The procedures, along with the
associated time and cost, are summarized below.
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OBTAINING AN ELECTRICITY CONNECTION

Great Tehran Electricity

Name of utility Distribution Company

(GTEDC)
Price of electricity
(US cents per kWh) : 8
City: Tehran

*Priceis calculated asa monthly consumption of 26,880 kwWh
for business customers, based on a standardized case study
adopted by the getting electricity methodology. Doing Business
measures the price of electricity but does not include these
data when calculating the distance to frontier score for getting
electricity or the ranking on the ease of getting electricity.

Table 4.2 Summary of time, cost and procedures for getting electricity in Iran, Islamic Rep.

No. Procedure

Timeto

Cost to complete
complete

Submit application to GTEDC and await external inspection

The client needs to submit an application for electricity connection with
Great Tehran Electricity Distribution Company (GTEDC) in person, and

attach to that a certificate with the type of activity.

9 calendar days UsbD 0

Agency: Great Tehran Electricity Distribution Company (GTEDC)

* Receive external inspection by GTEDC

After the application process, an engineer from the utility will visit the
site to assesswhether the grid will have enough capacity to
accommodate the new connection. The site visit is necessary because th

utilityds maps are not

correct.

up
2 to check that the estimated consumption submitted by the app licant is

to dat e

1 calendar day IRR 5,000,000

Then they prepare an estimate of the connection fees for the client to
later pay at a bank. The client also signs a contract with the utility at the

time of applying.

Agency: Great Tehran Electricity Distribution Company (GTEDC)
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Time to
No. Procedure Cost to complete
complete

Obtain approval from GTEDC for design of private substation

In the case of 140 kVA a substation is most likely needed. A private

electrical firm (possibly the same as the one that did the internal wiring)

designs the substation and submits it to Great Tehran Electricity

Distribution Company (GTEDC) for approval. The Great Tehran Electricity 20 calendar days USD 14,000
Distribution Company (GTEDC) has a unified design that the customer

can use.

Agency: Great Tehran Electricity Distribution Company (GTEDC)

Obtain material for external works

External works consist of the utility's contractor building a private
distribution substation.

Transformers are often missing in the utility's stock. The customer can
buy the materials, or pay the market price to the utility and the utility will
then buy the materials. For smaller projects, it is usually the utility who
would buy the materials. For larger projects, the customer might want to
buy the materials themselves. 140 kVA is consiéred a medium project. It
is becoming more common with time for the utility to purchase the
material.

7 calendar days UsD 5,000

If the customer purchases the material, they will need to provide a
certification (the utility provides customers with a detailed list of the
materials to buy).

Agency: Market

Obtain external works from GTEDC
Great Tehran Electricity Distribution Company (GTEDC)'s contractor
completes the external connection works by installing substation and

5  connecting it to its medium -voltage network. 35 calendar days USD 30,000

Agency: Great Tehran Electricity Distribution Company (GTEDC)
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No.  Procedure Time to
complete
Obtain meter installation and final connection from GTEDC
When the works are completed, Great Tehran Electricity Distribution
Company (GTEDC) inslls the meter and electricity is turned on
6 immediately. 6 calendar days

Agency: Great Tehran Electricity Distribution Company (GTEDC)

* Takes place simultaneously with another procedure.
Source: Doing Businesdatabase.

Cost to complete

USD 700
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GETTING ELECTRICITY

Reliability of supply and transparency of tariffs index

The reliability of supply and transparency of tariffs
index encompasses quantitative data on the duration
and frequency of power outages as well as
gualitative information on the mechanisms put in
place by the utility for monitoring power outages
and restoring power supply, the reporting
relationship between the utility and the regulator for
power outages, the transparency and accessibility of
tariffs and whether the utility faces a financial
deterrent aimed at limiting outages (such as a
requirement to compensate customers or pay fines
when outages exceed a certain cap).

The index ranges from O to 8, with higher values
indicating greater reliability of electricity supply and
greater transparency of tariffs.

Doing Businessuses the system average interruption
duration index (SAIDI) and the system average
interruption frequency index (SAIFI) to measure the
duration and frequency of power outages in the largest
business city of each economy (for 11 economies the data
are also collected for the second largest business city).
SAIDI is the average total duration of outages over the
course of a year for each customer served, while SAIFI is
the average number of service interruptions experienced
by a customer in a year. Annual data (covering the
calendar year) are collected from distribution utility
companies and national regulators on SAIDI and SAIFI.
Both SAIDI and SAIFI estimates include load shedding.

Table 4.3 Reliability of Supply and Transparency of Taff Index in Iran, Islamic Rep.
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Reliability of supply and transparency of tariff index (0-8)

Total duration and frequency of outages per customer a year (0-3)
System average interruption duration index (SAIDI)

Systemaverage interruption frequency index (SAIFI)

Mechanisms for monitoring outages (0-1)

Does the distribution utility use automated tools to monitor outages?
Mechanisms for restoring service (0-1)

Does the distribution utility us e automated tools to restore service?
Regulatory monitoring (0-1)

Does a regulatorfi that is, an entity separate from the utility i monitor
the utilityds performance on rel

Financial deterrents aimed at limiting outages (0-1)

Does the utility either pay compensation to customers or face fines by
the regulator (or both) if outages exceed a certain cap?

Communication of tariffs and tariff changes (0-1)
Are effective tariffs available online?

Link to the website, if available online

Answer Score
5.00
1.00
5.7
5.0
1.0
Yes
1.0
Yes
1.00
Yes
0.00
No
1.00
Yes

http://www.tbtb.c
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Answer Score
o.ir/falhome/kha
damat
Are customers notified of a change in tariff ahead of the billing cycle? Yes
8.10

Price of electricity (US cents per kWh)

Source: Doing Businesdatabase.
Note: If data on power outages is not collected or if the SAIFI index or SAIDI index are above the threshold of 100, the

economy is not eligible to obtain a score in the Reliability of Supply and Transparency of Tariff Index. If SAIDI and SAIFI are 12
(equivalent to an outage of one hour each month) or below, a score of 1 is assigned. If SAIDI and SAIFI are 4 (equivalent to an
outage of one hour each quarter) or below, 1 additional point is assigned. Finally, if SAIDI and SAIFI are 1 (equivalent to a
outage of one hour per year) or below, 1 more point is assigned. Doing Businessmeasures the price of electricity but does

not include these data when calculating the distance to frontier score for getting electricity or the ranking on the ease of

getting electricity. The price of electricity is measured in cents per kilowatt-hour. On the basis of the assumptions about
monthly consumption, a monthly bill for a commercial warehouse in the largest business city of the economy is computed for
the month of March . As noted, the warehouse uses electricity 30 days a month, from 9:00 a.m. to 5:00 p.m., so different tariff

schedules may apply if a time-of-use tariff is available.
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REGISTERING PROPERTY

Ensuring formal property rights is fundamental.
Effective administration of land is part of that. If
formal property transfer is too costly or
complicated, formal titles might go informal again.
And where property is informal or poorly
administered, it has little chance of being accepted
as collateral for loansfi limiting access to finance.

What do the indicators cover?

Doing Business records the full sequence of
procedures necessary for a business to purchase
property from another business and transfer the

property title to the
considered complete when it is opposable to third

parties and when the buyer can use the property,
use it as collateral for a bank loan or resell it. In

addition, this year Doing Businessadds a new
measure to the set of registering property

indicators, an index of the quality of the land

administration system in each economy. The
ranking of economies on the ease of registering

property is determined by sorting their distance to

frontier scores for registering property . These scores
are the simple average of the distance to frontier

scores for each of the component indicators. To
make the data comparable across economies,
several assumptions about the parties to the
transaction, the property and the procedures are

used.

The parties (buyer and seller):

1 Are limited liability companies, 100%
domestically and privately owned and
perform general commercial activities and
aare | ocated in the
business city’.

ec

1 Have 50 employees each, all of whom are
nationals.

The property (fully owned by the seller):

1 Has a value of 50 times ncome per capita.
The sale price equals the value andentire
property will be transferred.

1 Isregistered in the land registry or cada-
stre, or both, and is free of title disputes.

bu:

WHAT THE REGISTERING PROPERTY
INDICATORS MEASURE

Procedures to legal ly transfer title on
immovable property (number)

Preregistration (for example, checking for liens,
notarizing sales agreement, paying property
transfer taxes)

Registration in the

city?

ecc

Postregistration (for example, filing title with
the municipality)

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day
Procedures that can be fully completed online
are recorded as %2 day.

Procedure considered completed once final
document is received

No prior contact with officials

Cost required to complete each procedure
(% of property value)

Official costs only, no bribes
No value added or capital gains taxes included

Quiality of land administration in  dex (0-30)

91 Islocated in a periurban commercial zone, and
no rezoning is required.

1 Has no mortgages attached, has been under
the same ownership for the past 10 years.

1 Consists of 557.4 square meters (6,000 square
feet) of land and a 10-year-old, 2-story
warehouse of 929 square meters (10,000
square feet). The warehouse is in good
condition and complies with all safety
standards, building codes and legal
requirements. There is no heating system.

2 For the 11 economies with a population of more than 100 million, data for a second city have been added.

44



Doing Business 2056 Iran, Islamic Rep. 45

REGISTERING PROPERTY
Where does the economy stand today?

What does it take to complete a property transferin Iran,  Mostindicator sets refer to a case scenario in the largest
Islamic Rep? According to data collected by Doing business city of an economy, except for 11 economies for
Business registering property there requires 7.00  which the data are a population-weighted average of the
procedures, takes 12.00 days and costs 6.10% of the 2 largest business cities. See the chapter on distance to
property value (figure 5.1). frontier and ease of doing business ranking at the end of
this profile for more details.

Figure 5.1 What it takes to register property in Iran, Islamic Rep.
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Source: Doing Businesdatabase.

Note: Time shown in the figure above may not reflect simultaneity of procedures. Online procedures account for 0.5 days in the

total time calculation. For more information on the methodology of the registering property indicators, see the Doing Business
website (http://www.doingbusiness.org). For details on the procedures reflected here, see the summaryat the end of this chapter.
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REGISTERING PROPERTY

Globally, Iran, Islamic Repstands at 91 in the ranking of the regional average ranking provide other useful
189 economies on the ease of registering property information for assessing how easy it is for an
(figure 5.2). The rankings for comparator economies and  entrepreneur in Iran, Islamic Rep.to transfer property.

Figure 5.2 Howlran, Islamic Rep.and comparator economies rank on the ease of registering property

United Arab Emirates {(Rank 10}

Saudi Arabia (Rank 31)

Oman (Rank 33)

Iran, Islamic Rep. (Rank 91) 63.5

Regional Average (Middle East & North Africa) 61.43

Jordan {(Rank 98)

Irag (Rank 117)

Libya (Rank 183)

=

100

Distance to frontier score

Source: DoingBusinessdatabase.
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REGISTERING PROPERTY
What are the details?

The indicators reported here are based on a set of
specific proceduresi the steps that a buyer and seller
must complete to transfer
namefi identified by Doing Business through

STANDARD PROPERTY TRANSFER

information collected from local property lawyers, Property value: IRR 6,740,557,954
notaries and property registries. These procedures
are those that apply to a transaction matching the City: Tehran

standard assumptions used by Doing Businessin
collecting the data (see the section in this chapter on
what the indicators cover). The procedures, along
with the associated time and cost, are summarized
below.

Table 5.2Summary of time, cost and procedures for registering property in Iran, Islamic Rep.

Time to
No.  Procedure : Cost to complete
complete
Obtain a social security clearance certificate
A social security clearance certificate must be obtained from the Social 7 days
i izati simultaneous
1 Security Organization. (_ no cost
with Procedures
Agency: Social Security Organization 2,3,4andb5)
* Conduct a check on the property at the Real Estate Registration
Department
The time of administrative formalities have been changed. Earlier replies
to the real estates inquiries have been done manually. This was before
the computer inquiry approach was introduced, and now it is performed IRR100,000 +
by the computer systems and online websites of the registation _ 3 days IRR300,000 for
5 organization that replaced long physical inquiries, many legel formalities, ~ (Simultaneous urban
more paper usage and higher costs. Now the formalities last at least 3-4 | With Procedures areasIRR100,000 -
days. The copy of the title deeds or replica copy is valid for one months 1, 3,4 and5) IRR100,000 for
untill the asnwer of the Land Registry is displayed on its official website. rural areas
The fee of the procedure is 80.000- IRR.
Agency: Real Estate Registration Department
* Obtain a tax clearance certificate from the Tax Affairs
Organization 1d
a
_ _ _ o _ (simultanyeous Transfer tax- 5%
3 The clearance of taxes is determined according to official regional values. of the property

The certificate is valid for 1 month. The Law on the Facilitation of with Procedures
Administration of Notary Public Office of July 2006 introduced changes 1,2,4 and5)
to ease the property registration process and limit rent seeking. Article 1

of the new law introduced more flexible requirements. Rather than

price
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No.

Procedure Time to Cost to complete
complete

obtain these documents from the relevant authorities, buyers can obtain
a sworn declaration from the sellers that all taxes, social security
payments, and changes to the building are in good order and have been
paid. In practice, agents still obtain the certificates.
Agency: Tax Affairs Organization
* Payment of tr ansfer tax at Bank Melli
The legal stamp should be paid at Bank Melli Iran before drafting the
sale purchase agreement. According to the laws and regulations of the
Registration Department, transfer tax is calculated according to the 0 .
0Mant aghe nrihg)prite, $o trdngfey tax for deeds up to IRR 0.5% of regional
40,000,000 would be 3% and for deeds of over IRR 40,000,000 would be 1 day value of the
5% of the total amount. The price mentioned in the deed may be the (simultaneous proeprty + 0.5%
' "Mantaghe Bandi'' price or the 1 i procedures noFary_feefor
Bandi" is the basis of calculation which is between 7% to 10% of the real 1,2, 3 and 5) legalization of the
price. Even if the real price is mentioned in the deed, the basis of B property transfer
calculation for transfer tax is the "Mantaghe Bandi" price which is documents

calculated by the notary.

Agency: Bank Meill

* Obtain settlement certificate for reconstruction duty from the

Municipality
Less than a day
A tax clearance certificate must be obtained from the Municipality to (online
account for all the renovations made to the property. procedure; no cost
simultaneous
Agency: Tax Affairs Organization with procedures
1,2,3and 4)
According to the
laws and
Thedeedisprepared and notarized at th regulations of the
registration
The notary public collects an amount according to legal tariffs department and
determined by the Organization of Deeds and Properties Registration at updating the
the time of drawing up the deed, which includes writing fee and the . o
registration fee. According to the decree 87/8039 of the Deputy Head of 2 days tarlffs’ W““”Q fee
the Organization for the Registration of Deeds and Properties. In TOIT? Ids
calculate
Agency: Public Notary according to the

"Mantaghe Bandi"
(Zoning) price, so
writing fee for
Deeds up to
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No.

Time to
Procedure
complete
The title is registered at the Real Estate Regist ration Department
The title is registered at the Real Estate Registration Department by the
notary public, who sends an abstract of the deed.
According to the law of "the fifth economic ,social and cultural
development plan(2011-2015)in Iran") Replace dd title deeds and land 3 days

property documents with new one, in order to increase security of deeds
and also digitize deeds information and make executive modern
registration method with the applying of Information Technology (IT).

Agency: Real Estate Regigttion Department

* Takes place simultaneously with another procedure.
Source: Doing Businesdatabase.
Note: Online procedures account for 0.5 days in the total time calculation.

Cost to complete

2,000,000 IRR
would be 250,000
IRR and for deeds

of over two
million Rials up to
10,000,000 would
be 4% and for
deeds of over ten
million Rials up to
200,000,000 would
be 0.4% and for
deeds of over two
hundred million
Rials up to
1,000,000,000
would be 0.3%
and for deeds of
over thousand
million Rials would
be 0.1% of total
amount

IRR 500,000
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REGISTERING PROPERTY
Quality of land administration

The quality of land administration index is the sum of  If private sector entities were unable to register property
the scores on the reliability of infrastructure, transfers in an economy between June 2014 and June
receives

transparency of information, geographic coverage 2015, the economy

50

and land dispute resolution indices. procedur es, ti me and poactti

The index ranges from 0 to 30, with higher values
indicating better quality of the land administration

system provisions related to land administration.

Table 5.3 Summary ofquality of land administration in Iran, Islamic Rep.

Answer
Quality of the land administration index (0 -30)
Reliability of infrastructure index (0-8)
The State
Organization for
What is the institution in charge of immovable property registration? Registration of
Deeds and
Properties
In what format are the majority of title or deed records kept in the
. o . ) Computer/Scann
largest business cityil in a paper format or in a computerized format
. ed
(scanned or fully digital)?
Is there an electronic database for checking for encumbrances (liens, Yes

mortgages, restrictions and the like)?

Cadastre General
Office at the state

Institution in charge of the plans showing legal boundaries in the Organization for
largest business city: Registration of
Deeds and
Properties
In what format are the majority of maps of land plots kept in the
. T . . Computer/Scann
largest business cityil in a paper format or in a computerized format od
(scanned or fully digital)?
Is there an electronic database for recording boundaries, checking
plans and providing cadastral information (geographic information Yes
system)?
Is the information recorded by the immovable property registration Different
agency and the cadastral or mapping agency kept in a single database, | databases but
in different but linked databases or in separate databases? linked
Yes

Do the immovable property registration agency and cadastral or

economy receives a score of 0 on the quality of land
administration index even if its legal framework includes

Score
15.00

6.00

1.0

1.0

1.0

1.0

1.0

1.0
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Answer

mapping agency use the same identification number for properties?
Transparency of information index (036)

Only
Who is able to obtain information on land ownership at the agency in intermediaries
charge of immovable property registration in the largest business city? |(notaries, lawyers
etc.)

Is the list of documents that are required to complete any type of

. . . . Yes, online
property transaction made publicly availabledand if so, how?

http://ssaa.ir/Defa

Link for online access: ult. aspx?tabid=63

Is the applicable fee schedule for any property transaction at the
agency in charge of immovable property registration in the largest Yes, online
business city made publicly availabledand if so, how?

http://ssaa.ir/Defa

Link f li : :
ink for online access ult.aspx?tabid=63

Does the agency in charge of immovable property registration commit
to delivering a legally binding document that proves property
ownership within a specific time framedand if so, how does it
communicate the service standard?

Yes, in person

Link for online access:

Is there a specific and separate mechanism for filing complaints about
a problem that occurred at the agency in charge of immovable property No
registration?

Contact information:

Are there publicly available official statistics tracking the number of

. . . . No
transactions at the immovable property registration agency?

Number of property transfers in the largest business city in 2014:

Only
intermediaries
(notaries, lawyers
etc.)

Who is able to consult maps of land plots in the largest business city?

Is the applicable fee schedule for accessing maps of land plots made

publicly availablefi and if so, how? ves, in person

Link for online access:

Does the cadastral or mapping agency commit to delivering an
updated map within a specific time frame i and if so, how does it No
communicate the service standard?

Score

1.00

0.0

0.5

0.5

0.0

0.0

0.0

0.0

0.0

0.0
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Link for online access:

Is there a specific and separate mechanism for filing complaints about
a problem that occurred at the cadastral or mapping agency?

Contact information:
Geographic coverage index (B8)

Are all privately held land plots in the economy formally r egistered at
the immovable property registry?

Are all privately held land plots in the largest business city formally
registered at the immovable property registry?

Are all privately held land plots in the economy mapped?
Are all privately held land plots in the largest business city mapped?
Land dispute resolution index (008)

Does the law require that all property sale transactions be registered at
the immovable property registry to make them opposable to third
parties?

Is the system of immovable property registration subject to a state or
private guarantee?

Is there a specific compensation mechanism to cover for losses
incurred by parties who engaged in good faith in a property transaction
based on erroneous information certified by the immovable property
registry?

Does the legal system require a control of legality of the documents
necessary for a property transaction (e.g., checking the compliance of
contracts with requirements of the law)?

If yes, who is responsible for checking the legality of the documents?

Does the legal system require verification of the identity of the parties
to a property transaction?

If yes, who is responsible for \erifying the identity of the parties?

Is there a national database to verify the accuracy of identity
documents?

For a standard land dispute between two local businesses over tenure
rights of a property worth 50 times gross national income (GNI) per
capita and located in the largest business city, what court would be in
charge of the case in the first instance?

How long does it take on average to obtain a decision from the first -
instance court for such a case (without appeal)?

Answer

No

No

Yes

No

Yes

Yes

Yes

No

Yes

Registrar; Notary.

Yes

Registrar; Notary.

Yes

First instance
Public court

More than 3

years
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Score

0.0

4.00

0.0

2.0

0.0
2.0

4.00

15

0.5

0.0

0.5

0.5

1.0

0.0
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Are there any statistics on the number of land disputes in the first
instance?

Number of land disputes in the largest business city in 2014:

Source: Doing Businesdatabase.

Answer

No

Score

0.0
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GETING CREDIT

Two types of frameworks can facilitate access to
credit and improve its allocation: credit information
systems and borrowers and lenders in collateral and
bankruptcy laws. Credit information systems enable
lendersé r itoyibwt apotentialbor r ower 0 s
history (positive or negative)ii valuable information to
consider when assessing risk. And they permit
borrowers to establish a good credit history that will
allow easier access to credit. Sound collateral laws
enable businesses to use ther assets, especially
movable property, as security to generate capitalfi
while strong creditorséo
with higher ratios of private sector credit to GDP.

What do the indicators cover?

Doing Business assesses the sharing of credit
information and the legal rights of borrowers and

lenders with respect to secured transactions through
2 sets of indicators. The depth of credit information

index measures rules and practices affecting the
coverage, scope and accessibility of credit
informatio n available through a credit registry or a
credit bureau. The strength of legal rights index
measures whether certain features that facilitate
lending exist within the applicable collateral and
bankruptcy laws. Doing Business uses two case
scenarios CaseA and Case Bto determine the scope

of the secured transactions system, involving a
secured borrower and a secured lender and
examining legal restrictions on the use of movable
collateral (for more details on each case,see the Data
Notes section of the Doing Business 2016report).
Thesescenarios assume that the borrower:

1 Is a private limited liability company.

1 Has its headquarters and only base of
operations in the largest business city. For
the 11 economies with a population of
more than 100 million, data for a second
city have been added.

WHAT THE GETTING CREDIT INDICATORS
MEASURE

Strength of legal rights index (0 912)

Rights of borrowers and lenders through
collateral laws

Protection of secur ed

bankruptcy laws
Depth of credit information index (0  88)

Scope and accessibility of credit information
distributed by credit bureaus and credit
registries

Credit bureau coverage (% of adults)

Number of individuals and firms listed in
largest credit bureau as percentage of adult
population

Credit registry coverage (% of adults)

Number of individuals and firms listed in
credit registry as percentage of adult
population

1 Hasup to 50 employees.
1 Is 100% domestically owned, as is the lender.

The ranking of economies on the ease of getting
credit is determined by sorting their distance to
frontier scores for getting credit. These scores arethe
distance to frontier score for the strength of legal
rights index and the depth of credit information

index.
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GETTING CREDIT
Where does the economy stand today?

How well do the credit information system and collateral

and bankruptcy laws in Iran, Islamic Repfacilitate access
to credit? The economy has a score of7.00on the depth

of credit information index and a score of 2.00 on the

strength of legal rights index (see the summary of
scoring at the end of this chapter for details). Higher

scores indicate more credit information and stronger

legal rights for borrowers and lenders.
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Globally, Iran, Islamic Repstands at 97 in the ranking of
189 economies on the ease of getting credit (figure 6.1).
The rankings for comparator economies provide other
useful information for assessing how well regulations
and institutions in Iran, Islamic Repsupport lending and
borrowing.

Figure 6.1 Howlran, Islamic Rep.and comparator economies rank on the ease of getting credit

Saudi Arabia (Rank 79)

United Arab Emirates {(Rank 97)

Iran, Islamic Rep. (Rank 97)

Oman (Rank 126)

Regional Average (Middle East & North Africa)

Irag (Rank 181)

Libya (Rank 185)

Jordan (Rank 185)

L
A

26.75

50

100

Distance to frontier score

Source: DoingBusinessdatabase.
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GETTING CREDIT

One way to
indicators into context is to see where the economy
stands in the distribution of scores across economies.
Figure 6.2 highlights the score on the strength of legal

Figure 6.2How strong are legal rights for borrowers
and lenders?
Economy scores on strength of legal rights index

Iran, Islamic Rep.
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p u tscore an thee gettimyaredit & srights index for Iran, Islamic Rep.and shows the scores

for comparator economies as well as the regional
average score Figure 6.3 shows the same for the deth
of credit inf ormation index.

Figure 6.3How much credit information is shared fi
and how widely?
Economy scores on depth of credit information index

United Arab Emirates
Saudi Arabia
Iran, Islamic Rep. 2
Oman
Irag

Libya

Jordan

Saudi Arabia

United Arab Emirates

Iran, Islamic Rep.

Oman ]

'\-JI
[+

Libya
Jordan

Irag

Source: Doing Businesdatabase.
Note: Higher scoresindicate that collateral and bankruptcy
laws are better designed to facilitate access to credit.

Source: Doing Businesdatabase.

Note: Higher scores indicate the avaiability of more credit
information, from either a credit registry or a credit bureau,
to facilitate lending decisions. If the credit bureau or registry
is not operational or covers less than 5% of the adult
population, the total score on the depth of credit
information index is 0.
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GETTING CREDIT

When economies strengthen the legal rights of lenders information, they can increase entrepreneurs access t
and borrowers under collateral and bankruptcy laws, and  credit. What credit reforms has Doing Businessecorded
increase the scope, coverage and accessibility of credit  in Iran, Islamic Rep.(table 6.1)?

Table 61 How has Iran, Islamic Rep.made getting credit easierfi or not?
By Doing Businessreport year from DB2011 to DB2016

DB year Reform

The establishment of a new private credit bureau improved

DB2011 o .
access to credit information.

Source: Doing Businesdatabase.
Note: For information on reforms in earlier years (back to DB2005), see theDoing Businessreports
for these years, available at http//www.doingbusiness.org.



Doing Business 206 Iran, Islamic Rep.

GETTING CREDIT
What are the details?

The getting credit indicators reported here for Iran,
Islamic Rep.are based on detailed information collected

in that economy. The data on credit information sharing

are collected through a survey of a credit registry and/or
credit bureau (if one exists). To construct the depth of
credit information index, a score of 1 is assigned for each
of 8 features of the credit registry or credit bureau (see
summary of scoring below).

Strength of legal rights index (0 812)
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The data on the legal rights of borrowers and lenders are
gathered through a survey of financial lawyers and
verified through analysis of laws and regulations as well
as public sources of information on collateral and
bankruptcy laws. For the strength of legal rights index, a
score of 1 is assigned for each of10 aspects related to
legal rights in collateral law and 2 aspects in bankruptcy
law.

Index score: 2.00

Does an integrated or unified legal framework for secured transactions that extends to the
creation, publicity and enforcement of functional equivalents to security interests in movable
assets exist in the economy?

Does the law allow businesses to grant a non possessory security right in a single category o
movable assets, without requiring a specific description of collateral?

Does the law allow businesses to grant a non possessory security right in substantially all of it
assets, without requiring a specific description of collateral?

May a security right extend to future or after -acquired assets, and may it extend automatically tc
the products, proceeds or replacements of the original assets?

Is a general description of debts and obligations permitted in collateral agreements; can all types
of debts and obligations be secured between parties; and can the collateral agreementinclude ¢
maximum amount for which the assets are encumbered?

Is a collateral registry in operation for both incorporated and non -incorporated entities, that is
unified geographi cally and by asset type, with an electronic database indexed by debtor's name’

Does a notice-based collateral registry exist in which all functional equivalents can be registered?

Does a modern collateral registry exist in which registrations, amendments, cancellations anc
searches can be performed online by any interested third party?

Are secured creditors paid first (i.e. before tax claims and employee claims) when a debto
defaults outside an insolvency procedure?

Are secured creditors paid first (i.e. before tax claims and employee claims) when a business |
liquidated?

Are secured creditors subject to an automatic stay on enforcement when a debtor enters a
court-supervised reorganization procedure? Does the law protect securad cr edi t o1
providing clear grounds for relief from the stay and/or sets a time limit for it?

Does the law allow parties to agree on out of court enforcement at the time a security interest is
created? Does the law allow the secured credita to sell the collateral through public auction and
private tender, as well as, for the secured creditor to keep the asset in satisfaction of the debt?

No

No

No

No

No

No

No

No

Yes

Yes

No

No
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Depth of credit information index (0  98) Credit bureau Credit registry Index score: 7.00
Are data on both firms and individuals distributed? Yes Yes 1
Are both positive and negative credit data distributed? Yes Yes 1

Are data from retailers or utility companies - in addition
to data from banks and financial institutions - No No 0
distributed?

Are at least 2 years of historical data distributed? (Credi
bureaus and registries that distribute more than 10 years

. Y N 1
of negative data or erase data on defaults as soon as s °
they are repaid obtain a score of O for this component.)
Are data on loan amounts below 1% of income per
. L. Yes Yes 1
capita distributed?
By law, do borrowers have the right to access their date No Yes 1

in the credit bureau or credit registry?

Can banks and financi al
credit information online (for example, through an online Yes Yes 1
platform, a system-to-system connection or both)?

Are bureau or registry credit scores offered as a value
added service to help banks and financial institutions Yes No 1
assess the creditworthiness of borrowers?

Note: An economy receives a score of 1 if there is a "yes" to either bureau or registry.If the credit bureau or registry is not
operational or covers less than 5% of the adult population, the total score on the depth of credit information index is O.

Coverage Credit bureau Credit registry
Number of firms 171,618 700,603
Number of individuals 25,675,936 26,556,979
Total 25,847,554 27,257,582
Total percentage of adult population 46.60 49.10

Source: Doing Businesdatabase.
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PROTECTINGAINORITYINVESTORS

Protecting minority investors matters for the ability of
companies to raise the capital they need to grow,
innovate, diversify and compete. Effective regulations
define related-party transactions precisely, promote
clear and efficient disclosure requirements, require
shareholder participation in major decisions of the
company and set detailed standards of accountability
for company insiders.

What do the indicators cover?

Doing Businessmeasures the protection of minority
investors from conflicts of interest through one set of

i ndicators and sharehol di
governance through another. The ranking of economies
on the strength of minority investor protections is
determined by sorting their distance to frontier scores
for protecting m inority investors. These scores are the
simple average of the distance to frontier scores for the
extent of conflict of interest regulation index and the
extent of shareholder governance index. To make the
data comparable across economies, a case study use
several assumptions about the business and the
transaction.

The business (Buyer):

1 Is a publicly traded corporation listed on the
economyds most i mporta
(or at least a large private company with
multiple shareholders).

1 Has a board of directors and a chief executive
officer (CEO) who may legally act on behalf of
Buyer where permitted, even if this is not
specifically required by law.

The transaction involves the following details:

1 Mr. James, a director and the majority
shareholder of the company, proposes that
the company purchase used trucks from
another company he owns.

1  The price is higher than the going price for
used trucks, but the transaction goes forward.

1 All required approvals are obtained, and all
required disclosures made, though the
transaction is prejudicial to Buyer.

1 Shareholders sue the interested parties and
the members of the board of directors.

WHAT THE PROTECTINGMINORITY
INVESTORSINDICATORS MEASURE

Extent of disclosure index (0 910)

Review and gproval requirements for related-party
transactions; Disclosure requirements for related-
party transactions

Extent of director liability index (0 610)

Ability of minority shareholders to sue and hold
interested directors liable for prejudicial related - party
transactions; Available legal remedies (damages,
disgorgement of profits, fines, imprisonment,
rescission of the transaction)

Ease of shareholder suits index (0 610)

Access b internal corporate documents ; Evidence
obtainable during trial and allocation of legal
expenses

Extent of conflict of interest regulation index
(0010)

Simple averageof the extent of disclosure,extent of
director liability and ease of shareholder indices

Extent of shareholder rights index (0 -10)

Shareholdersdd rights and
decisions

Extent of ownership and control  index (0 -10)

Governance safeguards protecting shareholders from
undue board control and entrenchment

Extent of ¢ orporate transparency index (0 -10)

Corporate transparency on ownership stakes,
compensation, audits and financial prospects

Extent of shareholder governance index (00
10)

Simple averageof the extent of shareholders rights,
extent of ownership and control and extent of
corporate transparency indices

Strength of investor protection index (0 610)

Simple average of the extent of conflict of interest
regulation and extent of shareholder governance
indices
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PROTECTIN®IINORITYINVESTORS
Where does the economy stand today?

How strong are minority investor protections against
self-dealing in Iran, Islamic Rep? The eonomy has a
score of 4.00 on the strength of minority investor
protection index, with a higher score indicating stronger
protections.

Globally, Iran, Islamic Repstands at 150 in the ranking of
189 economies on the strength of minority investor

61

protection index (figure 7.1). While the indicator does
not measure all aspects related to the protection of
minority investors, a higher ranking does indicate that an
economyads
protections against self-dealing in the areas measured.

Figure 7.1 Howlran, Islamic Rep.and comparator economies perform on the strength of minority investor

protection inde x

United Arab Emirates {(Rank 49)

Saudi Arabia (Rank 99)

Iraq (Rank 115}

Regional Average (Middle East 8 Morth Africa)

Oman (Rank 134)

Iran, Islamic Rep. (Rank 150}

Jordan (Rank 163)

Libya (Rank 1&8) 16.67

&0

5167

45.17

g .

100

Distance to frontier score

Source: Doing Businesslatabase.

r egul at mioonts investof e r
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PROTECTING MINORITWVESTORS

One way t o put an e ¢ 0 n Asummary of scoring for the protecting minority investors
protecting minority investors indicators into context indicators at the end of this chapter provides details on
is to see where the economy stands in the how the indices were calculated.

distribution of scores across comparator economies.

Figure 72 highlights the scores on the various

minority investor protection indices for Iran, Islamic

Rep.

Hgure 7.2 Summary of the various minority investor protection indices for Iran, Islamic Rep.and comparator
economies.

= Extent of corporate transparency Extent of shareholder rights Exctent of directar lizbility
index (0-10) index (0-10) index (0-10]

= Extent of ownership and control Ease of shareholder suits = Extent of disclosure index
index (0-10) index (0-10) (0-10)
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PROTECTINBINORITYINVESTORS

Economies with the strongest protections of minority

investors from self-dealing require detailed disclosure
and define clear duties for directors. They also have wel
functioning courts and up-to-date procedural rules that
give minority shareholdersthe means to prove their case
and obtain a judgment within a reasonable time. As a
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result, reforms to strengthen minority investor
protections may move ahead on different fronts i such
as through new or amended company laws, securities
regulations or civil procedure rules. What minority
investor protection reforms has Doing Businesgecorded
in Iran, Islamic Rep.(table 7.1)?

Table 71 How has Iran, Islamic Rep.strengthened minority investor protectionsfi or not?

By Doing Businesseport year from DB2011 to DB2016

DB year Reform
The Islamic Republic of Iran strengthened investor protections
DB2013 by requiring greater immediate disclosure of related -party
transactions.

Source: Doing Bginessdatabase.

Note: For information on reforms in earlier years (back to DB2006), see theDoing Businesseports for

these years, available at http://www.doingbusiness.org.
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Iran, Islamic Rep.

PROTECTINGAINORITYINVESTORS
What are the details?

The protecting minority investors indicators reported
here for Iran, Islamic Rep. are based on detailed
information collected through a survey of corporate and

securities lawyersabout securities regulations, company
laws and court rules of evidence and procedure. To
construct the six indicators on minority investor
protection, scores are assigned to each based on arange
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of conditions relating to disclosure, director liability,
shareholder suits, shareholder rights, ownership and
control and corporate transparency in a standard case
study (for more details, see the Data Notes section of the
Doing Business 2016eport). The summary below shows
the details underlying the scores for Iran, Islamic Rep.

Table 7.2 Summary of scoring for the protecting minority investors indicators in Iran, Islamic Rep.

Answer Score
Strength of minority investor protection index (0 -10) 4.00
Extent of conflict of interest regulation index (0 -10) 4.00
Extent of disclosure index (0-10) 7.00
\Which corporate body can provide legally sufficient Board of directors excluding 20
approval for the Buyer-Seller transaction? (03) interested members )
Is disclosure by the interested director to the board of Existence of a conflict without any 10
directors required? (0-2) specifics )
Is disclosure of the transaction in published periodic filings | Disclosure on the transaction and 20
(annual reports) required? (0-2) on the conflict of interest )
Is immediate disclosure of the transaction to the public Disclosure on the transadion and 20
and/or shareholders required? (0-2) on the conflict of interest )
Must an external body review the terms of the transaction No 00
before it takes place? (0-1)
Extent of director liability index (0-10) 4.00
Can shareholders sue directly or derivatively for the damage
caused bythe Buyer-Seller transaction to the company? (0 Yes 1.0
1)
Can shareholders hold the interested director liable for the Not liable 00
damage caused by the transaction to the company? (0-2)
Can shareholders hold members of the approving body
liable for the damage cause by the transaction to the Liable if unfair or prejudicial 2.0
company? (0-2)
Must the interested director pay damages for the harm
caused to the company upon a successful claim by a Yes 1.0
shareholder plaintiff? (0-1)
Must the interested director repay profits made from the
transaction upon a successful claim by a shareholder No 0.0
plaintiff? (0-1)
Is the interested director fined and imprisoned or
disqualified upon a successful claim by the shareholder No 0.0
plaintiff? (0-1)
err]\:r;irl:j\é?I;;?;gg??zc)“on upon a successful claim by Only in case of fraud or bad faith 0.0
Ease of shareholder suits index (810) 1.00
Before filing suit, can shareholders owning 10% of the No 0.0
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companyo6s s har ehe raaspdtian ddcuments?
(0-1)

Can the plaintiff obtain any documents from the defendant

and witnesses during trial? (0-3) No 0.0
Can the plaintiff request categories of documents from the No 0.0
defendant without identifying specific ones? (0-1) '
Can the plaintiff directly question the defendant and
. A . No 0.0
witnesses during trial? (0-2)
Is the level of proof required for civil suits lower than that of
_ No 0.0
criminal cases? (01)
Can shareholder plaintiffs recover their legal expenses from Yes if successful 10
the company? (0-2)
Extent of shareholder governance index (G 10) 4.00
Extent of shareholder rights index (0-10) 6.00
D 0,
oes the sale of 51% of Buy NoO 00
approval?
Can shareholders representing 10% of By er 6 s s h
) . No 0.0
call for an extraordinary meeting of shareholders?
Must Buyer obtain its share Yes 10
issues new shares?
Do shareholders automatically receive preemption rights Yes 10
every time Buyer issues new share? )
Must shareholders approve the election and dismissal of the
. Yes 1.0
external auditor?
Must changes to the voting rights of a class of shares be Yes 10
approved only by the holders of the affected shares? )
IAssuming that Buyer is a limited company, does the sale of
~ . No 0.0
51% of Buyerds assets requi
IAssuming that Buyer is a limited company, can shareholders
representing 10% of Buyerds No 0.0
extraordinary meeting of shareholders?
IAssuming that Buyer is a limited company, must Buyer
obtain its shareholdersd ap Yes 1.0
shares?
IAssuming that Buyer is a limited company, do shareholders
automatically receive preemption rights every time Buyer Yes 10
issues new shares?
Extent of ownership and control index (0-10) 4.00
Is the CEO prohibited from also being chair of the board of
. No 0.0
directors?
Must the board of directors include independent and
. No 0.0
nonexecutive board members?
Can shareholders remove membersofBuy er 8 s b o Yes 10
directors without cause before the end of their term? )
v ~ -
us.t Buyerds board of direc Yes 10
committee?
Must a potential acquirer make a tender offer to all No 00
shareholders upon acquiring 50% of Buyer? )
Must Buyer pay dividends within a maximum period set by
. Yes 1.0
law after the declaration date?
Is a subsidiary prohibited from acquiring shares issued by itg No 00

parent company?
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IAssuming that Buyer is a limited company, can shareholderg

removeme mber s of Buyerds boar ( Yes 1.0
cause before the end of their term?
IAssuming that Buyer is a limited company, must a potential
acquirer make a tender offer to all shareholders upon No 0.0
acquiring 50% of Buyer?
IAssuming that Buyer is a limited company, must Buyer pay
dividends within a maximum period set by law after the No 0.0
declaration date?
Extent of corporate transparency index (0-10) 2.00
Must Buyer disclose direct and indirect beneficial ownership

. No 0.0
stakes representing 5%7?
Must Buyer disclose informa
other directorships as well as basic information on their No 0.0
primary employment?
Must Buyer disclose the compensation of individual No 00
managers? )
Must a detailed notice of general meeting be sent 30 days

. No 0.0
before the meeting?
Can shareholders representi NoO 00
put items on the agenda for the general meeting? )
Must Buyer's annual financial statements be audited by an

. Yes 1.0

external auditor?
Must Buyer disclose its audit reports to the public? Yes 1.0
IAssuming that Buyer is a limited company, must a detailed
notice of general meeting be sent 30 days before the No 0.0
meeting?
IAssuming that Buyer is a limited company, can shareholders
representing 5% ofBuyer s share capi No 0.0
agenda for the general meeting?
IAssuming that Buyer is a limited company, must Buyer's
annual financial statements be audited by an external No 0.0

auditor?

Source: DoingBusinessdatabase.
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PAYING TAES

Taxes are essentialThe level of tax rates needs to be
carefully choseni and needless complexity in tax
rules avoided. Firms in economies that rank better
on the ease of paying taxes in the Doing Business
study tend to perceive both tax rates and tax
administration as less of an obstacle to business
according to the World Bank Enterprise Survey
research.

What do the indicators cover?

Using a case scenario,Doing Businessrecords the
taxes and mandatory contributions that a medium -
size company must pay h a given year as well as
measures of the administrative burden of paying
taxes and contributions. This case scenario uses a set
of financial statements and assumptions about
transactions made over the year. Information is also
compiled on the frequency of filing and payments as
well as time taken to comply with tax laws. The
ranking of economies on the ease of paying taxes is
determined by sorting their distance to frontier
scores on the ease of paying taxes These scores are
the simple average of the distance to frontier scores
for each of the component indicators, with a
threshold and a nonlinear transformation applied to
one of the component indicators, the total tax rate 8,
All financial statement variables are proportional to
2012 income per capita. To make the data
comparable across economies, several assumptions
are used.

1 TaxpayerCo is a mediumsize business that
started operations on January 1, 2d.3.

1 The business starts from the same financial
position in each economy. All the taxes
and mandatory contributions paid during
the second year of operation are recorded.

I Taxes and mandatory contributions are
measured at all levels of government.

WHAT THE PAYING TAXES INDICATORS
MEASURE

Tax payments for a manufacturing company
in 201 4 (number per year adjusted for
electronic and joint filing and payment)

Total number of taxes and contributions paid,
including consumption taxes (value added tax,
sales tax or goods and service tax)

Method and frequency of filing and payment

Time required to compl y with 3 major taxes
(hours per year)

Collecting information and computing the tax
payable

Completing tax return forms, filing with
proper agencies

Arranging payment or withholding

Preparing separate tax accounting books, if
required

Total tax rate (% of profit before all taxes )
Profit or corporate income tax

Social contributions and labor taxes paid by
the employer

Property and property transfer taxes

Dividend, capital gains and financial
transactions taxes

Waste collection, vehicle, road and other taxes

I Taxes and mandatory contributions include
corporate income tax, turnover tax and all
labor taxes and contributions paid by the
company.

1 Arange of standard deductions and
exemptions are also recorded.

% The nonlinear distance to frontier for the total tax rate is equal to the distance to frontier for the total tax rate to the power of 0.8.
The threshold is defined as the total tax rate at the 15th percentile of the overall distribution for all years included int he analysis up
to and including Doing Business 2015which is 26.1%. All economies with a total tax ratebelow this threshold receive the same

score as the economy at the threshold.
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PAYING TAXES
Where does the economy stand today?

What is the administrative burden of complying with

taxes inlran, Islamic Repfi and how much do firms pay
in taxes? On average, firms make20.00 tax payments a
year, spend 344.00 hours a year filing, preparing and
paying taxes and pay total taxes amounting to 44.10% of
profit (see the summary at the end of this chapter for

details). Most indicator sets refer to a case scenario in
the largest business city of an economy, except for 11
economies for which the data are a population -weighted
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average of the 2 largest business cities. See the chapter
on distance to frontier and ease of doing business
ranking at the end of this profile for more details.

Globally, Iran, Islamic Repstands at123 in the ranking of
189 economies on the ease of paying taxes (figure 8.1)
The rankings for comparator economies andthe regional
average ranking provide other useful information for

assessig the tax compliance burden for businesses in
Iran, Islamic Rep.

Figure 8.1 Howlran, Islamic Rep.and comparator economies rank on the ease of paying taxes

United Arab Emirates (Rank 1)

Saudi Arabia (Rank 3)

Oman (Rank 10)

Jordan (Rank 52)

Irag (Rank 59)

Regional Average (Middle East & North Africa)

Iran, Islamic Rep. (Rank 123)

Libya (Rank 1600

99,44

718.59

66.78

=

Distance to frontier score

Source: Doing Businesdatabase.
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PAYING TAXES
What are the details?

The indicators reported here for Iran, Islamic Repare
based on the taxes and contributions that would be

paid by a standardized case study company used by
Doing Businessin collecting the data (see the section City: Tehran
in this chapter on what the indicators cover). Tax
practitioners are asked to review a set of financial
statements as well as a standardized list of
assumptions and transactions that the company
completed during its 2nd year of operation.

Respondents are asked how much taxes and
mandatory contributions the business must pay and

how these taxes are filed and paid.

LOCATION OF STANDARDIZED COMPANY

The taxes and contributions paid are listed in the
summary below, along with the associated number of
payments, time and tax rate.

Table 8.2Summary of tax rates and administration
Totalt ax Notes on

T P N Ti
ax qr m.andatory ayments otes on ime  Statutory Tt o856 |t (@ e | (ol @
contribution (number)  payments  (hours) tax rate :
profit) rate
i - ia
[Employer paid - Socia ,, 240 23% gross 1 o5 94
insurance contributions salaries
. taxable
Corporate income tax 1 32 25% . 17.77
profits
assessed
Property transfer tax 1 5% value of 0.36
land
) number of
Tax on check transactions IRR 200 pel
(stamp duty) 1 check checks 0
P auty issued
assessmer
e i 1 various t of 0 small
rates property amount
value
5% up until
21 March value not
Val 4 72 .
alue added tax 2013 and | added 0 included
6% thereon
_Employee pa_ud o Social 0 jointly 7% grogs 0 _ not
insurance contributions salaries included
Totals 20.00 344.00 44.10

Source: DoingBusinessdatabase.
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TRADING ACROSS BORBE

I n todayds g lImakingtradebetwbenw c WHAT THE TRADING ACROSS BORDERS
economies easier is increasngly important for
business. Excessive document requirements,
burdensome customs procedures, inefficient port
operations and inadequate infrastructure all lead

INDICATORS MEASUREFOR IMPORT & EXPORT

Documentary compliance 0 cost (US$) & time

to extra costs and delays for exporters and (hours)
importers, stifling trade potential. Obtain, prepare and submit documents:
What do the indicators cover? -During transport, clearance, inspections and

. . . port or border handling in origin economy
Doing Business records the time and cost

associated with the logistical process of exporting -Required by origin, transit and destination
and importing goods. Under the new methodology raneiEs
introduced this year, Doing Businesameasures the Covers all documents by law and in practice

time and cost (excluding tariffs) associated with
three sets of  proceduresfi documentary
compliance, border compliance and domestic Customs clearance and inspections
transportii within the overall process of exporting Inspections by other agencies

or importing a shipment of goods. The ranking of
economies on the ease of trading across borders is

Border compliance & cost (US$) & time (hours)

Port or border handling

determined by sorting thei r distance to frontier Obtaining, preparing and submitting documents
scores for trading across borders. These scores are during clearance, inspections and port or border
the simple average of the distance to frontier handling
scores for the time and cost for documentary Domestic transport*
_cmognoprltlance and border compliance to export and Loading and unloading of shipment
i .

Transport between warehouse and terminal/port
To make the data comparable across economies, a Transport between terminal/port and border

few assumptions are made about the traded goods

; Obtaining, preparing and submitting documents
and the transactions: g, preparing g

during domestic transport

Time Traffic delays and road police checks while

. . ] shipment is en route
I Time is measured in hours, and 1 day is

24 hours (for example, 22 days are * Although Doing Businesscollects and publishes data on the
recorded as 22 x 24 = 528 hours). If time and cost for domestic transport, it does not use these
customs clearance takes 7.5 hours, the data in calculating the distance to frontier score for trading
data are recorded as is. Alternatively, across borders or the ranking on the ease of trading across
suppose that documents are submitted borders.

to a customs agency at 8:00 a.m., are Cost

processed overnight and can be picked _ _
up at 8:00 a.m. the next day. In this case 1 Insurance cost and informal payments for which
the time for customs clearance would be no receipt is issued are excluded from the costs
recorded as 24 hours because theactual recorded. Costs are reported in U.S. dollas.
procedure took 24 hours. Contributors are asked to convert local currency

into U.S. dollars based on the exchange rate
prevailing on the day they answer the
questionnaire.
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Assumptions of the case study

1 For each of the 189 economies covered by
Doing Businessit is assumed that a shipment
travels from a warehouse in the largest
business city of the exporting economy to a
warehouse in the largest business city of the
importing economy. For 11 economies the
data are also collected, under the same case
study assumptions, for the second largest
business city.

I The import and export case studies assume
different traded products. It is assumed that
each economy imports a standardized
shipment of 15 metric tons of containerized
auto parts (HS 8708) from its natural import
partnerii the economy from which it imports
the largest value (price times quantity) of auto
parts. It is assumed that each econany
exports the product of its comparative
advantage (defined by the largest export
value) to its natural export partnerfi the
economy that is the largest purchaser of this
product. Precious metal and gems, live
animals and pharmaceuticals are excluded
from t he list of possible export products,
however, and the second largest product
category is considered as needed.

1 To identify the trading partners and export
product for each economy, Doing Business
collected data on trade flows for the most
recent four-year period from international
databases such as the United Nations
Commodity Trade Statistics Database (UN
Comtrade). For economies for which trade
flow data were not available, data from
ancillary government sources (various
ministries and departments) and World Bank
Group country offices were used to identify
the export product and natural trading
partners.

1 A shipment is a unit of trade. Export
shipments do not necessarily need to be
containerized, while import shipments of auto
parts are assumed to be containerized.

Shipping cost based on weight is assumed to be
greater than shipping cost based on volume.

If government fees are determined by the value
of the shipment, the value is assumed to be
$50,000.

The product is new, not secondhand or used
merchandise.

The exporting firm is responsible for hiring and
paying for a freight forwarder or customs

broker (or both) and pays for all costs related to
international shipping, domestic transport,
clearance and mandatory inspections by
customs and other government agencies, port
or border handling, documentary compliance
fees and the like for exports. The importing firm
is responsible for the above costs for imports.

The mode of transport is the one most widely
used for the chosen export or import product
and the trading partner, asis the seaport,
airport or land border crossing.

All electronic submissions of information
requested by any government agency in
connection with the shipment are considered to
be documents obtained, prepared and
submitted during the export or import process.

A port or border is defined as a place (seaport,
airport or land border crossing) where
merchandise can enter or leave an economy.

Government agencies considered relevant are
agencies such as customs, port authorities, road
police, border guards, standardization agencies,
ministries or departments of agriculture or
industry, national security agencies and any
other government authorities.
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TRADING ACROSS BORBB
Where does the economy stand today?

The Trading across Border indicator refers to a case Globally, Iran, Islamic Repstands at167 in the ranking of

study scenario of a warehouse in the largest business city 189 economies on the ease of trading across borders
of an economy (except for 11 economies for which the (figure 9.1).

data} area P.opulano'n—wel'ghted ave.ra'ge of the 2 largest While not included in the distance to frontier or ease of

business cities) trading with the main importand export - ying hysiness ranking, data on domestic transportation

partner through the economys®soreBtidedYor Al Bcorfdifids arfd brvitiéd in rdble
93.

Figure 9.1 Howlran, Islamic Rep.and comparator economies rank on the ease of trading across borders

Jordan (Rank 500 &6.73
Oman (Rank &9) 719.35
United Arab Emirates (Rank 101
Regional Average (Middle East 8 North Africa) 54.2
Saudi Arabia (Rank 150
Iran, Islamic Rep. (Rank 167) 39.38

Irag (Rank 178) 3.51

=

100

Distance to frontier score

Source: DoingBusinessdatabase.
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TRADING ACROSS BORBBS
What are the details?

The indicators reported here for Iran, Islamic Repare
based on a set of specific predefined procedures for
trading a shipment of goods by the most widely used

mode of transport (whether sea, land, air or some City: Tehran
combination of these). The information on the time

and cost to complete export and import is collected

from local freight forwarders, customs brokers and
traders.

LOCATION OF STANDARDIZED COMPANY

The details on the predefined set of procedures, and the
associated time and cost, for exporting and importing a
shipment of goods are listed in the summary bellow,
along with the required documents.

Table 92 Summary of export and import time and cost for trading across borders in Iran, Islamic Rep.

Iran, Islamic Rep. Middle East & North Africa
Time to export: Border compliance (hours) 107 65
Cost to export: Border compliance (USD) 565 445
Time to export: Documentary compliance (hours) 159 79
Cost to export: Documentary compliance (USD) 143 351
Time to import: Border compliance (hours) 148 120
Cost to import: Border compliance (USD) 660 594
Time to import: Do cumentary compliance (hours) 284 105
Cost to import: Documentary compliance (USD) 197 385

Source: Doing Businesdatabase.

Table 93 Summary of trading details, transport time and documents for trading across borders in Iran, Islamic
Rep.

Export Impo rt

HS 8708: Parts and accessorie

Product HS 29 : Organic chemicals of motor vehicles
Trade partner China Korea, Rep.
Border Bandar Abbas port Bandar Abbas port
Distance (km) 1295 1295
Domestic transport time (hours) 42 53
Domestic transport cost (USD) 558 600
Domestic transport speed (km/hour) 31.2 24.6

Domestic transport cost per distance (USD/km) 0.4 0.5
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Source: Doing Businesdatabase.

Note: Although Doing Businesscollects and publishes data on the time and cost for domestic transport, it does not use these
data in calculating the distance to frontier score for trading across borders or the ranking on the ease of trading across

borders.

Documents to export
Bill of lading
Certificate of origin
Commercial invoice
Customs Exprt Declaration
Customs warehouse receipt
Export license
Inspection certificate
Insurance certificate

Packing list

Documents to import
Bill of lading
Cargo release order
Certificate of origin
Commercial invoice
Customs import declaration
Import permit
Inspection report
Insurance certificate
Packing list
Technical standard certificate

Warehouse receipt

Source: Doing Businesdatabase.

Note: Doing Businesscontinues to collect data on the nu mber of documents needed to trade internationally. Unlike in previous
years, however, these data are excluded from the calculation of thedistance to frontier score and ranking. The time and cost
for documentary compliance serve as better measures of the overall cost and complexity of compliance with documentary
requirements than does the number of documents required.
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Figure 92 Summary of Iran, Islamic Rep.on the ease of trading across borders

Export Import
I Time Cost Hl Time Cost
200+ RER - B00 300 800
159 2501
1504 600
200
g s || ¢ s
= W = W
=] =]
£ 1004 = £ 1504 00 =
-] [~} 1] [=:]
E = E =
E bt E bt
100
50 200
504
04 04
Border Documentary Border Documentary
complizmce compliznce complizmce compliznce

Source: Doing Businesdatabase.
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ENFORCING CONTRACTS

Effective commercial dispute resolution has many
benefits. Courts are essential for entrepreneurs
because they interpret the rules of the market and

protect economic rights. Efficient and transparent

courts encourage new business relatonships because
businesses know they can rely on the courts if a new
customer fails to pay. Speedy trials are essential for
small enterprises, which may lack the resources to
stay in business while awaiting the outcome of along

court dispute.

What do the indicators cover?

Doing Business measures the time and cost for
resolving a standardized commercial dispute through

a local first-instance court. In addition, this year it

introduces a new measure, the quality of judicial

processes index, evaluating whethe each economy
has adopted a series of good practices that promote

quality and efficiency in the court system. This new
index replaces the indicator on procedures, which
was eliminated this year. The ranking of economies
on the ease of enforcing contracts is determined by

sorting their distance to frontier scores. These scores
are the simple average of the distance to frontier

scores for each of the component indicators.

The dispute in the case study involves the breach of a
sales contract between 2 domestic businesses. The
case study assumes that the court hears an experton
the quality of the goods in dispute. This distinguishes
the case from simple debt enforcement. To make the
data comparable across economies,Doing Business
uses several assumptions abotithe case:

1 The dispute concerns a lawful transaction
between two businesses (Seller and Buyer),
both |l ocated in the
business city. For 11 economies the data
are also collected for the second largest
business city.

1 The buyer orders custom-made goods,
then fails to pay.

e

WHAT THE ENFORCING CONTRACTS
INDICATORS MEASURE

Time required to enforce a contract through
the courts (calendar days)

Time to file and serve the case
Time for trial and to obtain the judgment
Time to enforce the judgment

Cost required to enforce a contract through
the courts (% of claim)

Attorney fees

Court fees

Enforcement fees
Quiality of judicial processes index  (0-18)
Court structure and proceedings (0-5)
Case management (06)
Court automation (0-4)

Alternative dispute resolution (0-3)

1 The value of the dispute is 200% of the
income per capita or the equivalent in local
currency of USD 5,000, whichever is greater.

1 The seller sues the buyer before the court
with jurisdiction over commercial cases worth
200% of income per capita or $5,000.

1 The seller requests a pretrial attachment to
secure the claim.

1 The dispute on the quality of the goods
requires an expert opinion.

1 The judge decides in favor of the seller; there
is no appeal.

1 The seller enforces the judgment through a
public sale of the

buy
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ENFORCING CONTRACTS
Where does the economy stand today?

How efficient is the process of resolving a commercial
dispute through the courts in Iran, Islamic Rep?
According to data collected by Doing Business contract
enforcement takes 505.00 days and costs 17.00% of the
value of the claim. Most indicator sets refer to the
largest business city of an economy, except for 11
economies for which the data are a population -weighted
average of the 2 largest business cities. See the chapter
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on distance to frontier and ease of doing business
ranking at the end of this profile for more details.

Globally, Iran, Islamic Repstands at 62 in the ranking of
189 economies on the ease of enforcing contracts (figure
10.1). The rankings for comparator economies and the
regional average ranking provide other useful
benchmarks for assessing the efficiency of contract
enforcement in Iran, Islamic Rep.

Figure 10.1 Howlran, Islamic Rep.and comparator economies rank on the ease of enforcing contracts

United Arab Emirates {(Rank 18)

Iran, Islamic Rep. (Rank 62)

Oman (Rank 70)

Saudi Arabia (Rank 26)

Regional Average (Middle East & North Africa)

Irag (Rank 122)

Jordan (Rank 126)

Libya (Rank 131)

52.65

50.27

[=]
IE‘I&:
b

100

Distance to frontier score

Source: DoingBusinessdatabase.



Doing Business 206 Iran, Islamic Rep.

ENFORCING CONTRACTS

Economies in all regions have improved contract
enforcement in recent years. A judiciary can be improved
in different ways. Higher-income economies tend to look
for ways to enhance efficiency by introducing new
technology. Lower-income economies often work on
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reducing backlogs by introducing periodic reviews to
clear inactive cases from the docket and by making
procedures faster. What reforms making it easier (or
more difficult) to enforce contracts has Doing Business
recorded in Iran, Islamic Rep.(table 10.1)?

Table 101 How has Iran, Islamic Rep.made enforcing contracts easierfi or not?

By Doing Businessreport year from DB2011 to DB2016

DB year Reform
The Islamic Republic of Iran made enforcing contracts easier
DB2011 and faster by introducing electronic filing of some documents,

text message notification and an electronic case management

system.

Source: Doing Businesdatabase.

Note: For information on refo rms in earlier years (back to DB2005), see thédoing Businesseports

for these years, available at http://www.doingbusiness.org.



Doing Business 2056 Iran, Islamic Rep.

ENFORCING CONTRACTS
What are the details?

The data on time and cost reported here for Iran,
Islamic Rep.are built by follow ing the step-by-step
evolution of a commercial sale dispute within the
court, under the assumptions about the case
described above (figure 10.2). The time and cost of
resolving the standardized dispute are identified
through study of the codes of civil pro cedure and
other court regulations, as well as through
guestionnaires completed by local litigation lawyers
(and, in a quarter of the economies covered by
Doing Businessby judges as well).
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ECONOMY DETAILS

Claim value:

Court name:

City:

IRR 175,645,323

Tehran First Instance
Court

Tehran

Figure 102 Time and cost of contract enforcement in Iran, Islamic Rep.and comparator economies

Il Time Cost

200 —
na

600 ]

Time (days)
]

Iran, Islamic Irag Jordan Libya
Rep.

Oman

Saudi
Arzbiz

—33

—25

—15

—10

—0
United Arab  Regional OECD
Emirstes  Awversge-
Middle East
and Morth
Afr

Cost (% of claim)

Source: Doing Businesdatabase.
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Table 10.2Details on time and cost for enforcing contractsin Iran, Islamic Re.

Middle East &
Indicator Iran, Islamic Rep. North Africa
average

Time (days) 505 653
Filing and service 30

Trial and judgment 295

Enforcement of judgment 180

Cost (% of claim) 17.0 24.7
Attorney fees 10.0

Court fees 2.0

Enforcement fees 5.0

Source: Doing Businesdatabase.
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ENFORCING CONTRACTS
Quality of judicial processes index

The quality of judicial processes index measures The scores reported here show which of these good
whether each economy has adopted a series of good  practices are available inlran, Islamic Rep.

practices in its court system in four areas: court
structure and proceedings, case management, court
automation and alternative dispute resolution. The
score on the quality of judicial processes index is the
sum of the scores on these 4 sub.components. The
index ranges from O to 18, with higher values
indicating more efficient judicial processes.

This methodology was initially developed by Djankov and
others (2003) and is adopted here with several changes.
The quality of judicial processes index was introduced in
Doing Business 2016 The good practices tested in this
index were developed on the basis of internationally
recognized good practices promoting judicial efficiency.

Figure 10.3Quality of judicial processes index in Iran, Islamic Rep.and comparator economies

Alternative dispute resolution Court automation (0-4) = Court structure and procesdings
(0-3) Case management (0-5) (0-5)
18 -
16—
14
12 2
10+
3
2
2
3
6 -
25
4]
1
1
2 —
0
Iran, Islamic  United Arab Irag Jordan Libya Oman Saudi Arabia
Rep. Emirates

Source: Doing Businesdatabase.
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Table 10.3Details of the quality of judicial processes index in Iran, Islamic Rep.

Answer

Score

Quality of judicial processes index (0-18)

1. Is there a court or division of a court dedicated solely to hearing

6.50

. No 0.0
commercial cases?
2. Small claims court 0.0
2.a. Is there a small claims court or a fasttrack procedure for small No
claims?
2.b. If yes,is selfrepresentation allowed? n.a.
3. Is pretrial attachment available? Yes 1.0
4. Are new cases assigned randomly to judges? Yes 1

competent court for use by lawyers?

1. Time standards 0.0
1.a. Are there laws setting overall time standards for key caurt events in Yes
a civil case?
1.b. If yes, are the time standards set for at least three court events? No
1.c. Are these time standards respected in more than 50% of cases? Yes
2. Adjournments 1.0
2.a. Does the law regulate the maximum number of adjournments that Yes
can be granted?
2.b. Are adjournments limited to unforeseen and exceptional Yes
circumstances?
2.c. If rules on adjournments exist, are they respected in more than 509 Yes
of cases?
3. Can two of the following four repor ts be generated about the
competent court: (i) time to disposition report; (ii) clearance rate report; No 0.0
(i) age of pending cases report; and (iv) single case progress report?
4. Is a pretrial conference among the case management techniques
No 0.0
used before the competent court?
5. Are there any electronic case management tools in place within the No 00
competent court for use by judges? '
6. Are there any electronic case management tools in place within the No 00
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1. Can the initial complaint be filed electronically through a dedicated
platform within the competent court?

2. Is it possible to carry out service of process electronically for claims
filed before the compe tent court?

3. Can court fees be paid electronically within the competent court?
4. Publication of judgments

4.a Are judgments rendered in commercial cases at all levels made
available to the general public through publication in official gazettes,
in newspapers or on the internet or court website?

4.b. Are judgments rendered in commercial cases at the appellate and
supreme court level made available to the general public through
publication in official gazettes, in newspapers or on the internet or
court website?

Alternative dispute resolution (0-3)
1. Arbitration

1.a. Is domestic commercial arbitration governed by a consolidated law
or consolidated chapter or section of the applicable code of civil
procedure encompassing substantially all its aspects?

1.b. Are there any commercial disputesi aside from those that deal
with public order or public policy fi that cannot be submitted to
arbitration?

1.c. Are valid arbitration clauses or agreements usudly enforced by the
courts?

2. Mediation/Conciliation
2.a. Is voluntary mediation or conciliation available?

2.b. Are mediation, conciliation or both governed by a consolidated law
or consolidated chapter or section of the applicable co de of civil
procedure encompassing substantially all their aspects?

2.c. Are there financial incentives for parties to attempt mediation or
conciliation (i.e., if mediation or conciliation is successful, a refund of
court filing fees, income tax credits or the like)?

Source: Doing Businesdatabase.

Answer

No

No

Yes

No

No

Yes

No

Yes

Yes

Yes

No
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Score

0.0

0.0

1.0
0.0

25

15

1.0
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RESOLVING INSOLVENCY

A robust bankruptcy system functions as a filter,
ensuring the survival of economically efficient
companies and reallocating the resources of
inefficient ones. Fast and chep insolvency
proceedings result in the speedy return of businesses
to normal operation and increase returns to
creditors. By clarifying the expectations of creditors
and debtors about the outcome of insolvency
proceedings, well-functioning insolvency systems can
facilitate access to finance, save more viable
businesses andsustainably grow the economy.

What do the indicators cover?

Doing Businessstudies the time, cost and outcome of
insolvency proceedings involving domestic legal
entities. These variablesare used to calculate the
recovery rate, which is recorded as cents on the
dollar recovered by secured creditors through
reorganization, liquidation or debt enforcement

(foreclosure or receivership) proceedings. To
determine the present value of the amount
recovered by creditors, Doing Businessuses the
lending rates from the International Monetary Fund,

supplemented with data from central banks and the
Economist Intelligence Unit.

In addition, Doing Businessevaluates the adequacy
and integrity of the existing legal framework
applicable to liquidation and reorganization

proceedings through the strength of insolvency
framework index. The index tests whether economies
adopted internationally accepted good practices in

four areas: commencement of proceedings,
management of debtoros

proceedings and creditor participation.

The ranking of economies on the ease of resolving
insolvency is determined by sorting their distance to
frontier scores for resolving insolvency. These scores
are the simple average of the distance to frontier
scores for the recovery rate and the strength of
insolvency framework index. The Resolving
Insolvency indicators do not measure insolvency
proceedings of individuals and financial institutions.
The data are derived from questionnaire responses
by local insolvency practitioners and verified through
a study of laws and regulations as well as public
information on bankruptcy systems.

WHAT THE RESOLVING INSOLVENCY
INDICATORS MEASURE

Time required to recover deb t (years)
Measured in calendar years

Appeals and requests for extension are
included

Cost
estate)

required to recove

Measured as percentage of estate value

Court fees

Fees of insolvency administrators

Lawyersodo fees
Assessors@naeamds @ufce e s
Other related fees

Outcome

Whether business continues operating as a
going concern or business assets are sold
piecemeal

Recovery rate for cre ditors

Measures the cents on the dollar recovered
by secured creditors

Outcome for the business (survval or not)
determines the maximum value that can be
recovered

Official costs of the insolvency proceedings
are deducted

Depreciation of furniture is taken into
account

Present value of debt recovered

Strength of insolvency framework index  (0-
16)

Sum of the scores of four component indices:
Commencement of proceedings index (0-3)
deb(-6) 0s

Reorganization proceedings index (0-3)

Management of

Creditor participation index (0-4)
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RESOLVING INSOLVENCY
Where does the economy stand today?

According to data collected by Doing Businessresolving  Theresolving insolvencyindicators are based on detailed
insolvency takes4.50years on average and costsl5.00%  information collected through questionnaires completed

of the debtords estate, wibyihsolMertye exporesitcluding Ikwyérsy pragtiiohetso me
being that the company will be sold as piecemeal sale  (administrators, trustees), accountants and judges.Data

The average recovery rate is18.00 cents on the dollar.  onthe time, cost and outcome refer to the most likely in -

Most indicator sets refer to a case scenario in the largest  court insolvency procedure applicable under specific
business city of an economy, except for 11 economiesfor  case study assumptions. Data on provisions applicable to
which the data are a population-weighted average ofthe judicial liquidation and reorganization is based on the

2 largest business cities. current law governing insolvency proceedings in each

Globally, Iran, Islamic Repstands at140in the ranking of ~ €COnomy.
189 economies on the ease of resolving insolvency
(figure 11.1).

Figure 11.1 How Iran, Islamic Rep.and comparator economies rank on the ease of resolving insolvency

United Arab Emirates (Rank 91) 43.74
Oman (Rank 105) 39.28
Regional Average (Middle East & North Africa) 3178
Iran, Islamic Rep. (Rank 140) 3157
Jordan (Rank 146) 30.17

Saudi Arabia (Rank 183)

Libya (Rank 18%)

Irag (Rank 129)

Distance to frontier score

Source: DoingBusinessdatabase.
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FHgure 11.2 Efficieng of proceedings - time, cost and recovery rate in Iran, Islamic Rep.and comparator
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Cost (% of estate) & Time (years)

Source: Doing Businesdatabase.

Note: The recovery rate is calculated based on the time, cost and outcome of insolvency proceedings involving domestic legal
entities and is recorded as cents on the dollar recovered by secured creditors. The calculation takes into account the outcome:
whether the business emerges from the proceedings as a going concern or the assets are sold piecemeal. Then the costs of the
proceedings are deducted. Finally, the value lost as a result of the time the money remains tied up in insolvency proceedings
taken into account. The recovery rate is the present value of the remaining proceeds, based on end2014 lending rates.
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Table 11.1 Details of data on efficiency of insolvency proceedings in Iran, Islamic Rep.

Indicator Answer Explanation

Because BizBank is a secured creditor, it will initiate foreclosure through the
Proceedin | foreclosure Executive Division of the Deeds andProperties Registration Organization to
g enforce its security interest.

Mirage's assets will be sold in order to satisfy BizBank's claims and the hotel will

Outcome | piecemeal sale
P not be able to operate.

It can take 54 months to comp lete foreclosure proceedings in Iran due to

Time (in . ) .
e 4.5 dilatory tactics that are likely to be used by the debtor, as well as delays caused
years) X
by external factors, such as holidays or other unexpected events.
Cost (% of 150 Major expenses will include court and government agency fees (up to 5%) and
estate) ' attorneys' fees (up to 7%) and auctioneer fees (23%).

Recovery rate: 18.00

Source: Doing Businesdatabase.
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RESOLVING INSOLVENCY
Strength of resolving insolvency index

The strength of insolvency framework index is the
sum of the scores on the commencement of
proceedings index,
index, reorganization proceedings index and creditor
participation index. The index ranges from 0 to 16,

ma n a g liquidating nonviable ones. Iran, Islamic Repd s
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with higher values indicating insolvency legislation that is
better designed for rehabilitating viable firms and
scor
the strength of insolvency framework index is 7.00 out of
16.

Fgure 11.3 Strength of insolvency framework index (0-16) in Iran, Islamic Rep.and comparator economies

- Commencement of proceedings Reorganization proceedings - Creditor participation index
index (0-3) index [0-3) (0-4)
- Management of debtor's assets
index [0-8)
16—
14 -
17
10
g
& —
4
2 -
0
Iran, Irag Jordan Libya Oman Saudi United Regional QECD

Islamic Arabia Arab Average -

Rep. Emirates Middle East

and North

Afr
Source: Doing Businesdatabase.
Note:tEven if the economydf6s | egal framework includes provisions

reorganization), the economy receives 0 points for the strength of insolvency framework index, if time, cost and outcome

indicators are recorded as

Ono practicebo.
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Table 113 Summary of data for the strength of insolvency framework index in Iran, Islamic Rep.

Answer Score
Strength of insolvency framework index (0-16) 7.00
Commencement of proceedings index (0-3) 2.00

(b) Debtor may
file for liquidation 0.5
only

What procedures are available to a DEBTOR when commencing insolvenc
proceedings?

(b) Yes, but a
Does the insolvency framework allow a CREDITOR to file for insolvency ¢ creditor may file

L 0.5

the debtor? for liquidation
only
(a) Debtor is
What basis for commencement of the insolvency proceedings is allowed generally unable 10
under the insolvency framework? to pay its debts '
as they mature
Management of debt or's assets index (G6) 3.00
Does the insolvency framework allow the continuation of contracts No 00
supplying essential goods and services to the debtor? '
Does the insolvency framework allow the rejection by the debtor of overly Yes 10
burdensome contracts? )
Does the insolvency framework allow avoidance of preferential Yes 10
transactions? '
Does the insolvency framework allow avoidance of undervalued Yes 10
transactions? '
Does the insolvency framework provide for the possibility of the debtor No 00
obtaining credit after commencement of insolvency proceedings? '
(c) No priority is
Does the insolvency framework assign priority to post-commencement assigned to post- 00
credit? commencement '
creditors

Reorganization proceedings index (0-3) 0.00
Which creditors vote on the proposed reorganization plan? N/A 0.0
Does the insolvency framework require that dissenting creditors in
reorganization receive at least as much as what they would obtain in a No 0.0

liquidation?

Are the creditors divided into classes for the purposes of voting on the
reorganization plan, does each class vote separately and are creditors il No 0.0
the same class treated equally?

Creditor participation index (0-4) 2.00



Doing Business 206 Iran, Islamic Rep.

Does the insolvency framework require approval by the creditors for
selection or appointment of the insolvency representative?

Does the insolvency framework require approval by the creditors for sale
of substantial assets of the debtor?

Does the insolvency framework provide that a creditor has the right to
request information from the insolvency representative?

Does the insolvency framework provide that a creditor has the right to
object to decisions accepting or rejecting creditors' claims?

Source: Doing Businesdatabase.

Answer

No

No

Yes

Yes

Score

0.0

0.0

1.0

1.0
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LABOR MARKET REGULWN

Doing Businesshas historically studied the flexibility of
regulation of employment, specifically as it relates to the
areas of hiring, working hours and redundancy. This year
Doing Businesshas expanded the scope of the labor
market regulation indicators by adding 16 new
guestions, most of which focus on measuring job quality.

Over the period from 2007 to 2011 improvements were
made to align the methodology for the labor market
regulation indicators (formerly the employin g workers
indicators) with the letter and spirit of the International
Labour Organization (ILO) conventions. Ten of the 189
ILO conventions cover areas now measured byDoing
Business (up from four previously): employee
termination, weekend work, holiday with pay, night work,
protection against unemployment, sickness benefits,
maternity protection, working hours, equal remuneration
and labor inspections.

Between 2009 and 2011 the World Bank Group worked
with a consultative groupfi including labor lawyers,
employer and employee representatives, and experts
from the ILO, the Organisation for Economic Co-
operation and Development (OECD), civil society and the
private sectori to review the methodology for the labor
market regulation indicators and explore future ar eas of
research

A full report with the conclusions of the consultative
group, along with the methodology it proposed, is
available on the Doing Businesswebsite at:
http://www.doingbusiness.org/methodology/labor -
market-regulation.

Doing Business 2016presents the data for the labor
market regulation indicators in an annex. The report
does not present rankings of economies on these
indicators or include the topic in the aggregate distance
to frontier score or ranking on the ease of doing
business. Detaled data collected on labor market
regulation are available on the Doing Businesswebsite
(http://www.doingbusiness.org). The data on labor
market regulation are based on a detailed questionnaire
on employment regulations that is completed by local
lawyers and public officials. Employment laws and
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regulations as well as secondary sources are reviewed to
ensure accuracy.

To make the data comparable across economies, several
assumptions about the worker and the business are
used.

The worker:
I Is a cashier h a supermarket or grocery store,
age 19, with one year of work experience.
Is a full-time employee.
1 Is not a member of the labor union, unless
membership is mandatory.

=

The business:

1 Is alimited liability company (or the equivalent
in the economy).

1 Operates a supermarket or grocery store in the
economyds | argest
economies the data are also collected for the
second largest business city.

1 Has 60 employees.

1 Is subjectto collective bargaining agreements if
such agreements cover more than 50% of the
food retail sector and they apply even to firms
that are not party to them.

1 Abides by every law and regulation but does not
grant workers more benefits than those
mandated by law, regulation or (if applicable)
collective bargaining agreements.

busi

nes
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LABOR MARKET REGULWIN
What are the details?

The data reported here for Iran, Islamic Rep.are based
on a detailed survey of labor market regulation that is
completed by local lawyers and public officials.

Hiring

Data on hiring cover five areas: (i) whether fixedterm
contracts are prohibited for permanent tasks; (ii) the
maximum cumulative duration of fixed -term contracts;
(iii) the minimum wage for a cashier, age 19, with one
year of work experience; (iv) the ratio of the minimum

Hiring

Fixed-term contracts prohibited for permanent tasks?

Maximum length of a single fixed -term contract (months)
Maximum length of fixe d-term contracts, including renewals (months)

Minimum wage applicable to the worker assumed in the case study

(US$/month)
Ratio of minimum wage to value added per worker

Incentives for employing workers under age 257

Source: Ding Businessdatabase.
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Employment laws and regulations as well as secondary
sources are reviewed to ensure accuracy.

wage to the average value added per worker (the ratio of
an economyads GNI per
population as a percentage of the total population ), and
(v) the availability of incentives for employers to hire
employees under the age of 25*,

Data
No
No Limit

No limit
320.4

0.4
No

*A new question introduced in the Doing Business 201&eport for the first time.

agepi t a
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LABOR MARKET REGULI®N

Working hours

Data on working hours cover nine areas: i) the maximum
number of working days allowed per week; (i) the
premium for night work (as a percentage of hourly pay);
(iii) the premium for work on a weekly rest day (as a
percentage of hourly pay); (iv) the premium for overtime

work (as a percentage of hourly pay)*; (v) whether there
are restrictions on night work; (vi) whether nonpregnant

Working Hours

Maximum number of working days per week

Premium for night work (% of hourly pay)

Premium for work on weekly rest day (% of hourly pay)
Premium for overtime work (% of hourly pay)

Restrictions on night work?

Whether nonpregnant and nonnursing women can work the same night

hours as men

Restrictions on weekly holiday?

Restrictions on overtime work?

Paid annual leave for a worker with 1 year of tenure (working days)
Paid annual leave for a worker with 5 years of tenure (working days)

Paid annual leave for a worker with 10 years of tenure (working days)
Paid annual leave (average for workers with 1, 5 and 10 years of taure, in

working days)

Source: Doing Businesdatabase.
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and nonnursing women can work the same night hours
as men*; (vii) whether there are restrictions on weekly
holiday work; (viii) whether there are restrictions on
overtime work*; and (ix) the average paid annual leave
for workers with 1 year of tenure, 5 years of tenure, and
10 years of tenure.

Data

6.0
35.0
40.0
40.0

0.0
Yes

2.0

No
24.0
24.0
24.0

24.0

*A new question introduced in the Doing Business 201&eport for the first time.
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LABOR MARKET REGULI®N

Redundancy rules

Data on redundancy cover nine areas: (i) the length of
the maximum probationary period (in months) for
permanent employees; (i) whether redundancy is
allowed as a basis for terminating workers; (iii) whether
the employer needs to notify a third party (such as a
government agency) to terminate one redundant worker;
(iv) whether the employer needs to notify a third party to

terminate a group of nine redundant workers; (V)

Redundancy rules

Maximum length of probationary period (months)
Dismissal due to redundancy allowed by law?
Third-party notification if one worker is dismissed?
Third-party approval if one worker is dismissed?
Third-party notification if nine workers are dismissed?

Third-party approval if nine workers are dismissed?

Retraining or reassignment obligation before redundancy?

Priority rules for redundancies?

Priority rules for reemployment?

Source: Doiny Businessdatabase.
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whether the employer needs approval from a third party
to terminate one redundant worker; (vi) whether the
employer needs approval from a third party to ter minate
a group of nine redundant workers; (vii) whether the law
requires the employer to reassign or retrain a worker
before making the worker redundant; (viii) whether
priority rules apply for redundancies; and (ix) whether
priority rules apply for reemployment.

Data

1.0
Yes
Yes
Yes
Yes
Yes
No
No
No
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LABOR MARKET REGULI®N

Redundancy cost

Redundancy cost measures the cost of advance notice  severance payments applicable to a worker with 1 year of
requirements and severance payments due when tenure, a worker with 5 years and a worker with 10 years
terminating a redundant worker, expressed in weeks of  is considered. One month is recorded as 4 and 1/3
salary. The average value of notice requiements and  weeks.

Redundancy cost indicator (in salary weeks) Data
Notice period for redu ndancy dismissal for a worker with 1 year of tenure 0.0
Notice period for redundancy dismissal for a worker with 5 years of tenure 0.0
Notice period for redundancy dismissal for a worker with 10 years of tenure 0.0
Notice period for redundancy dismissal (average for workers with 1, 5 and 10 years 0.0
of tenure)

Severance pay for redundancy dismissal for a worker with 1 year of tenure 4.3
Severance pay for redundancy dismissal for a worker with 5 years of tenure 217
Severance pay for redundancy dismisal for a worker with 10 years of tenure 43.3
Severance pay for redundancy dismissal (average for workers with 1, 5 and 10 yeat 231

of tenure)

Source: Doing Businesdatabase.
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LABOR MARKET REGULI®N

Job quality

Doing Business 2016report presents, for the first time,
data on 12 job quality areas: (i) whether the law
mandates equal remuneration for work of equal value;
(i) whether the law mandates nondiscrimination based
on gender in hiring, (iii) whether the law mandates paid
or unpaid maternity leave; (iv) the minimum length of
maternity leave in calendar days (minimum number of
days that legally have to be paid by the government, the
employer or both); (v) whether employees on maternity
leave receive 100 % of wages; (vi) the availability of five
fully paid days of sick leave a year; (vii) the availability of

Job Quiality

Equal remuneration for work of equal value?
Gender nondiscrimination in hiring?

Paid or unpaid maternity leave mandated by law?
Minimum length of maternity leave (calendar days)?
Receive 100% of wages on maternity leave?

Five fully paid days of sick leave a year?

On-the-job training?

Unemployment protection after one year of employment?

Minimum cont ribution period for unemployment protection (months)?

Can employee create or join union?

Administrative or judicial relief for infringement of employees' rights?

Labor inspection system?

Source: Doing Businesdatabase.
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on-the-job training at no cost to the employee; (viii)
whether a worker is eligible for an unemployment
protection scheme after one year of service; (ix) the
minimum duration of the contribut ion period (in months)
required for unemployment protection; (x) whether an
employee can create or join a union; (xi) the availability
of administrative or judicial relief in case of infringement
of employeesd rights; and
inspection system. If no maternity leave is mandated by
law, parental leave is measured if applicable.

Data

No
No
Yes
270.0
No
No
No
Yes
6.0
Yes
Yes

Yes
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DISTANCE TORONTIER AND EASE POING BUSINESS RANKG

Doing Business presents results for two aggregate
measures: the distance to frontier score and the ease of
doing business ranking, which is based on the distance
to frontier score. The ease of doing business rarking
compares economies with one another; the distance to
frontier score benchmarks economies with respect to
regulatory best practice, showing the absolute distance
to the best performance on each Doing Business
indicator. When compared across years, thedistance to
frontier score shows how much the regulatory
environment for local entrepreneurs in an economy has
changed over time in absolute terms, while the ease of
doing business ranking can show only how much the
regulatory environment has changed relative to that in
other economies.

Distance to Frontier

The distance to frontier score captures the gap between

an economy?s performance

practice across the entire sample of 36 indicators for 10
Doing Business topics (the labor market regulation

indicators are excluded). For starting a business, for
example, the former Yugoslav Republic of Macedonia
and New Zealand have the smallest number of
procedures required (1), and New Zealand the shortest
time to fulfill them (0.5 days). Slovenia has the lowest
cost (0.0), and Australia, Colombia and 103 other
economies have no paid-in  minimum capital

requirement (table 14.1 in the Doing Business 2016
report).

Calculation of the distance to frontier score

Calculating the distance to frontier score for each
economy involves two main steps. In the first step
individual component indicators are normalized to a
common unit where each of the 36 component
indicators y (except for the total tax rate) is rescaled
using the | inear
frontier). In this formulation the frontier represents the
best performance on the indicator across all economies
since 2005 or the third year in which data for the
indicator were collected. Both the best performance and
the worst performance are established every five years
based on the Doing Businessdata for the year in which
they are established, and remain at that level for the five
years regardless of any changes in data in interim years.
Thus an economy may set the frontier for an indicator

tranhwdrogtmat i on

even though it is no longer at the frontier in a
subsequent year.

For scores such as those on the strength of legal rights
index or the quality of land administration index, the
frontier is set at the highest possible value. For the total
tax rate, consistent with the use of a threshold in
calculating the rankings on this indicator, the frontier is
defined as the total tax rate at the 15th percentile of the
overall distribution for all years included in the analysis
up to and including Doing Busines2015. For the time to
pay taxes the frontier is defined as the lowest time
recorded among all economies that levy the three major
taxes: profit tax, labor taxes and mandatory
contributions, and value added tax (VAT) or sales tax. For
the different times to tra de across borders, the frontier is
defined as 1 hour even though in many economies the
time is less than that.

anntde same forenalatiany te mitighte theeeffects of
extreme outliers in the distributions of the rescaled data
for most component indicators (very few economies
need 700 days to complete the procedures to start a
business, but many need 9 days), the worst performance
is calculated after the removal of outliers. The definition
of outliers is based on the distribution for each
component indicator. To simplify the process two rules
were defined: the 95th percentile is used for the
indicators with the most dispersed distributions
(including minimum capital, number of payments to pay
taxes, and the time and cost indicators), and the 99th
percentile is used for number of procedures. No outlier is
removed for component indicators bound by definition
or construction, including legal index scores (such as the
depth of credit information index, extent of conflict of
interest regulation index and strength of i nsolvency
framework index) and the recovery rate (figure 14.1).

In the second step V\;or cralé: Iatinq the dij)ta/nce to frontier
score, the scores 08taine for mdivi& al indicators for
each economy are aggregated through simple averaging
into one distance to frontier score, first for each topic

and then across all 10 topics: starting a business, dealing
with construction permits, getting electricity, registering

property, getting credit, protecting minority investors,

paying taxes, trading across borders, enfacing contracts
and resolving insolvency. More complex aggregation
methodsfi such as principal components and
unobserved componentsii yield a ranking nearly
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identical to the simple average used by Doing Businesé.
Thus Doing Business uses the simplest method:
weighting all topics equally and, within each topic, giving
equal weight to each of the topic components °.

An economyds distance
scale from 0 to 100, where O represents the worst
performance and 100 the frontier. All distance to frontier
calculations are based on a maximum of five decimals.
However, indicator ranking calculations and the ease of
doing business ranking calculations are based on two
decimals.

The di fference bet ween
frontier score in any previous year and its score in 2015
illustrates the extent to which the economy has closed
the gap to the regulatory frontier over time. And in any
given year the score measures how far an economy is
from the best performance at that time.

Treatment of the total tax rate

The total tax rate component of the paying taxes
indicator set enters the distance to frontier calculation in
a different way than any other indicator. The distance to
frontier score obtained for the total tax rate is
transformed in a nonlinear fashion before it enters the
distance to frontier score for paying taxes. As a result of
the nonlinear transformation, an increase in the total tax
rate has a smaller impact on the distance to frontier
score for the total tax ratefi and therefore on the
distance to frontier score for paying taxesf for
economies with a below-average total tax rate than it
would have had before this approach was adopted in
Doing Business2015 (line B is smaller than line A in
figure 14.2 of the Doing Business 2016eport). And for
economies with an extreme total tax rate (a rate that is
very high relative to the average), an increase has a
greater impact on both these distance to frontier scores
than it would have had before (line D is bigger than line
C in figure 14.2 of the Doing Business 201&eport).

* See Djankov, Manraj and others (2005). Principal components and
unobserved components methods yield a ranking nearly identical to
that from the simple average method because both these methods
assign roughly equal weights to the topics, since the pairwise
correlations among indicators do not differ much. An alternative to the
simple average method is to give different weights to the topics,
depending on which are considered of more or less importance in the
context of a specific economy.

® For getting credit, indicators are weighted proportionally, according
to their contribution to the total score, with a weight of 60% assigned
to the strength of legal rights index and 40% to th e depth of credit
information index. Indicators for all other topics are assigned equal
weights

to f

an
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The nonlinear transformation is not based on any
economic theory of an
di stortions or maxi mi zes
overall tax system. Instead, it is mainly empirical in
ngtlﬁr(%. iTheernonlineaor transforrréatioln r?lcc)jnp (\:Nightthee d
threshold reduces the bias In the indicator toward
economies that do not need to levy significant taxes on
companies like the Doing Businessstandardized case
study company because they raise public revenuein
other wayshi for example, through taxes on foreign
companies, through taxes on sectors other than
manufacturing or from natural resources (all of which are
outside tha scopy 6f she ntkthaidlogy). ¢neaddition, it
acknowledges the need of economies to collect taxes
from firms.

Calculation of scores for economies with 2 cities
covered

For each of the 11 economies in which Doing Business
collects data for the second largest business city as well
as the largest one, the distance to frontier score is
calculated as the population-weighted average of the

distance to frontier scores for these two cities (table

13.1). This is done for the aggregate score, the scores for
each topic and the scores for all the component

indicators for each topic.

oopti mal
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Table 13.1 Weights used in calculating the distance to
frontier scores for economies with 2 cities covered

Economy City P ()
Dhaka 8
Bangladesh Chittagong 22
Brazil Séao Paulo 61
Rio de Janeiro 39
] Shanghai 55
China Beijing 45
ndia Mumbai 47
Delhi 53
Indonesia Jakara 78
Surabaya 22
Tokyo 65
Japan Osaka 35
_ Mexico City 83
Mexico Monterrey 17
. Lagos "
Nigeria Kano 23
. Karachi 65
Pakistan Lahore 35
. ] Moscow 70
Russian Federation St. Petersburg 30
] New York 60
United States Los Angeles 40

Source:United Nations, Department of Economic and Social
Affairs, Population Division, World Urbanization Prospects,
2014 Revision http://esa.un.org/unpd/wup/CD -
ROM/Default.aspx.

Economies that improved the most across 3 or more
Doing Businesgopics in 2014/15

Doing Business 2086 uses a simple method to calculate
which economies improved the ease of doing business
the most. First, it selects the economies that in2014/15
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implemented regulatory reforms making it easier to do
business in 3 or more of the 10 topics included in this
yeards aggregate di s tChanges
making it more difficult to do business are subtracted
from the total number of thos e making it easier to do
business. Twenty-four economies meet this criterion:
Ar meni a; Azer baijan; Beni
Cyprus; Hong Kong SAR, China; Indonesia; Jamaica;
Kazakhstan; Kenya; Lithuania; Madagascar; Mauritania;
Morocco; Romania; the Russian Federation; Rwanda;
Senegal; Togo; Uganda; the United Arab Emirates;
Uzbekistan; and Vietnam. Second,Doing Businesssorts
these economies on the increase in their distance to
frontier score from the previous year using comparable
data.

Selecting the economies that implemented regulatory

reforms in at least three topics and had the biggest
improvements in their distance to frontier scores is
intended to highlight economies with ongoing, broad -
based reform programs. The improvement in the
distance to frontier score is used to identify the top

improvers because this allows a focus on the absolute
improvementfi in contrast with the relative improvement

shown by a change in rankingsi that economies have
made in their regulatory environment for business.

Ease ofDoing Businesganking

The ease of doing business ranking ranges from 1 to 189.
The ranking of economies is determined by sorting the
aggregate distance to frontier scores, rounded to 2
decimals.



Doing Business 2056 Iran, Islamic Rep. 100



Doing Business 206 Iran, Islamic Rep.

101

RESOURCES ON THEOING BUSINES®/EBSITE

Current features
News on the Doing Businessproject
http://www.doingbusiness.org

Rankings
How economies rankii from 1 to 189
http://www.doingbusiness.org/rankings

Data

All the data for 189 economiesii topic rankings,
indicator values, lists of regulatory procedures and
details underlying indicators
http://www.doingbusiness.org/data

Reports

Access to Doing Business reports as well as
subnational and regional reports, case studies and
customized economy and regional profiles
http://www.doingbusiness.org/reports

Methodology

The methodologies and research papers underlying
Doing Business
http://www.doingbusiness.org/methodology

Research

Abstracts of papers on Doing Businesstopics and
related policy issues
http://www.doingbusiness.org/research

Doing Business reforms

Short summaries of DB216 business regulation
reforms and lists of reforms since DB2008
http://www.doingbusiness.org/reforms

Historical data
Customized data sets since DB2004
http://www.doingbusiness.org/customquery

Law library

Online collection of business laws and regulations
relating to business
http://www.doingbusiness.org/law-library

Contributors

More than 11,400 specialists in189 economies who
participate in Doing Business
http://www.doingbusiness.org/contributors/doing-
business

Entrepreneurship data

Data on business density (number of newly
registered companies per 1,000 working-age
people) for 136 economies
http://www.doingbusiness.org/data/exploretopics/ent
repreneurship

Distance to frontier

Data benchmarking 189 economies to the frontier
in regulatory practice and a distance to frontier
calculator
http://www.doingbusiness.org/data/distanceto-
frontier

Information on good practices

Showing where the many good practices identified
by Doing Businesshave been adopted
http://www.doingbusiness.org/data/good- practice
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Doing Business 2016 is the 13th in a series of annual reports investigating the
regulations that enhance business activity and those that constrain it. The
report provides quantitative indicators covering 11 areas of the business
environment in 189 economies. The goal of the Doing Business series is to
provide objective data for use by governments in designing sound business
regulatory policies and to encourage research on the important dimensions
of the regulatory environment for firms.
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