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The joint stock company is governed by Article 592 and the following Articles of 
the Commercial Code, which define such companies as companies whose capital is 
divided into shares and which is constituted between partners who shoulder losses only 
in proportion to their contribution.   

The company is required to designate a statutory auditor. 

The company may be established by conducting a public offering. Only the rules 
governing joint stock companies which do not conduct public offerings will be mentioned 
in this publication. 

 

Establishment 

Number of partners: the number of partners cannot be less than seven (07). 

Capital stock: the capital stock of the JSC that does not conduct a public offering must 
amount to at least one (1) million Algerian dinars and must be completely paid. At least 
one-fourth of the par value of shares paid in cash must be paid upon subscription. The 
remainder may be paid in one or more installments, depending on the Board of Directors 
or the Supervisory Board’s decision, within 5 years following the company’s registration 
with the Commerce Register. Shares in-kind must be fully paid for upon subscription. 

 

Management of a joint stock company: 

Two systems of management can be chosen by the founding shareholders of the joint 
stock company: 

French-style: management with a board of directors and a president. 

German-style: management with a supervisory board and a managing board. 

 

Management consists of a board of directors and a president. 

 

The board of directors 

The board of directors is made up of at least three, but no more than twelve, members. 

 

- Appointment: The directors are elected by the statutory shareholders meeting or by 
the ordinary general assembly. The length of their term is determined by the Articles of 
incorporation but cannot exceed six years. 

A physical person may not belong simultaneously to more than five boards of directors of 
joint stock companies headquartered in Algeria. 

No condition is required as to nationality. 
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A legal person may be named as director, provided that it designates a permanent 
representative who is subject to the same conditions and obligations. The representative 
is liable for the same civil and criminal responsibilities as if he were a director in his own 
name. 

 

A director may not receive an employment contract from the corporation after his 
appointment as director. On the other hand, a salaried worker who is a shareholder of 
the company may only be appointed director if his employment contract preceded his 
appointment as director by at least one year and pertains to an actual job. 

 

- Qualifying shares: the minimum amount of shares held by each director is set by the 
Articles of incorporation, but the total number of shares held by the directors as a whole 
must amount to at least (20 %) of capital stock. 

 

All those shares are allocated as guarantee for all of management’s actions, even those 
performed in an exclusively personal manner by one of the directors. They are 
inalienable. 

 

If on the day of his appointment, a director does not own the required amount of shares, 
or if during his term, he ceases to be the owner of his shares, he will be deemed to have 
automatically resigned if he does not address his situation within three months. 

 

- Dismissal: the directors may be dismissed at any time by the ordinary general 
assembly of shareholders. 

 

- Powers: the board of directors is entrusted with the broadest possible powers to act on 
behalf of the corporation in all circumstances; the board exercises these powers within 
the limits of the corporate object and subject to the powers specifically assigned to the 
shareholders meetings. 

 

The provisions of the Articles of incorporation limiting the powers of the board of 
directors are not valid with regard to third parties. 

 

- Regulated agreements: Directors of the corporation are forbidden to contract loans 
from the corporation in any form whatsoever, to secure an overdraft from it, as a current 
account or otherwise, and to have the corporation guarantee or secure their 
commitments toward third parties. 

 

With the exception of normal agreements with clients pertaining to corporate operations, 
agreements concluded between the corporation and one of its directors, either directly or 
indirectly, must be subject to prior authorization by the board of directors following the 
statutory auditor’s report under penalty of annulment. 

 

A similar provision applies to agreements between the corporation and another enterprise 
if one of the directors is the owner, partner, manager, administrator or director of the 
said enterprise. The director who finds himself in a situation such as the one described 
above is required to declare it to the board of directors. 
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The statutory auditors submit to the shareholders meeting a special report on the 
agreements thus authorized by the board. The director or directors in question may not 
take part in the vote and the shares that they hold will not be taken into account when 
calculating the quorum and the majority. 

 

- Compensation: the shareholders meeting awards a director’s fee in the form of a fixed 
annual sum to the directors as compensation for their activities and may also, in the 
event of a dividend distribution, provide for payment of a share of profits, as long as it 
does not exceed one tenth of distributable income, after deducting reserves and deferred 
amounts. 

 

The amounts are distributed among directors by the board of directors. 

 

The board of directors may also award exceptional compensation to directors for missions 
or assignments that they were entrusted with, provided that the operation is put to a 
vote at the shareholders meeting. More generally speaking, the board of directors may 
authorize the refund of travel expenses and other expenses incurred by the directors to 
further the interests of the corporation. 

 

- Quorum and majority: the board of directors only deliberates validly if at least half its 
members are present. The Articles of incorporation set the majority required to make 
decisions. Without the sufficient number of directors present, the board’s decisions are 
made by the majority of members present, and the chairman may have the casting vote 
in case of a deadlock. 

 

The chairman of the board 

 

- Appointment: the board of directors elects a chairman among board members who 
must be a physical person as failure to do so will result in the nullification of the 
appointment. The board sets his compensation. 

 

The chairman, who is eligible for reelection, is appointed for a length of time that may 
not exceed that of his term as director. 

 

- Dismissal: the board of directors may dismiss the chairman at any time. Any provision 
to the contrary is considered of no force or effect. 

 

- Powers: the chairman of the board of directors assumes overall management of the 
corporation under his responsibility. He represents the corporation in its relationships 
with third parties. 

 

Subject to the powers specifically assigned by law to shareholders meetings, as well as 
the powers reserved especially to the board of directors by law, the chairman is invested 
with the broadest possible powers to act in all circumstances on the corporation’s behalf 
within the limits of the corporate object. 
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The provisions of the Articles of incorporation or the decisions of the board of directors 
limiting his powers are not valid with regard to third parties. 

 

Management made up of a supervisory board and a managing board 

 

Managing board 

 

- Appointment: the joint stock company is governed by a managing board consisting of 
three to five members, who fulfill their duties under the control of a supervisory board. 
The Articles of incorporation set the length of the managing board s term within limits 
ranging between two and six years. In the absence of such specifications, the term’s 
length is four years. 

Members of the managing board, who must be physical persons, are appointed by the 
supervisory board, which appoints a member of the managing board as chairman. 

 

- Dismissal: the members of the managing board may be dismissed by the shareholders 
meeting on the recommendation of the supervisory board. 

 

- Powers: the managing board is entrusted with the broadest possible powers to act on 
behalf of the corporation in all circumstances, within the limits of the corporate object 
and the powers specifically granted to the supervisory board and the shareholders 
meetings by law. 

 

The provisions of the Articles of incorporation limiting the powers of the executive board 
are not valid with regard to third parties. 

 

- Accountability: in case of court-ordered settlement or bankruptcy, the members of 
the managing board may be held accountable for the liabilities of the enterprise. 

 

- Regulated agreements: Any agreement concluded between a corporation and a 
member of the managing board, or between a corporation and an enterprise, if one of 
the members of the managing board is the owner, partner, manager, director or chief 
executive of the said enterprise is subject to prior authorization by the supervisory board. 

 

Members of the managing board, other than legal persons, are prohibited from 
contracting any type of loans from the corporation or to have the corporation guarantee 
or secure any personal commitments toward third parties. 

 

The chairman of the supervisory board notifies the statutory auditors of all authorized 
agreements and submits the agreements to the shareholders meeting for approval. 

 

The statutory auditors present a special report on those agreements to the shareholders 
meeting which then rules on the report. 
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- Compensation: the deed of appointment sets the method and amount of 
compensation of the members of the managing board. 

 

- Quorum and majority: the managing board deliberates and makes decisions under 
the terms defined by the Articles of incorporation. 

 

- Powers of the chairman: the duties of the chairman of the managing board do not 
give the incumbent broader executive powers than those of the other members of the 
managing board. 

 

The supervisory board 

 

- Appointment: the supervisory board is made up of a minimum of seven members and 
a maximum of twelve members, who can either be physical or legal persons. They are 
elected by the statutory shareholders meeting or by the ordinary shareholders meeting 
for a maximum period of six years and are eligible for re-election, unless provided 
otherwise by the Articles of incorporations. No member of the supervisory board can be 
part of the managing board. 

 

- Qualifying shares: their number and method of calculation are identical to those 
provided for the board of directors. 

 

- Dismissal: the members of the supervisory board may be dismissed at any time by the 
ordinary shareholders meeting. 

 

- Powers: the supervisory board exercises permanent control over the corporation. The 
Articles of incorporation may require the prior authorization of the supervisory board for 
the conclusion of any transaction listed by the Articles, including all transfers. The board 
uses the controls it deems necessary and may request any document. 

 

- Regulated agreements: the provisions relative to the members of the managing 
board also apply to the members of the supervisory board. The responsibilities and 
liabilities are also identical. 

 

- Compensation: the ordinary shareholders meeting may award a fixed amount to 
members of the supervisory board as compensation for their activities. 

 

The supervisory board may make exceptional compensation payments for missions or 
assignments entrusted to its members. 

 

- Quorum and majority: the supervisory board only deliberates validly if at least half 
its members are present. 

 

Goussanem
Zone de texte 



Goussanem & Aloui law firm
About the Joint Stock company

6 

 
Unless there is a contrary statutory provision, the board’s decisions are made by the 
majority of members present or represented, and the chairman may have the casting 
vote in case of a deadlock 

 

- Chairmanship: the supervisory board elects a chairman among its members who has 
the responsibility of convening the board and presiding over the deliberations. The length 
of the chairman’s term is equal to that of the supervisory board. 

 

Shareholders rights 

 

The right to information 

The law determines the list of documents and other information which must be 
communicated or made available to the shareholders by the board of directors or the 
managing board. 

 

- Terms and conditions for exercising voting rights: The Articles of incorporation 
may limit the number of votes that each shareholder may use during the meetings, 
provided that the limit is imposed on all shares regardless of category. Shareholder 
decisions are made during meetings convened by the board of directors or the managing 
board, 30 days before the meeting. 

 

Extraordinary shareholders meeting: The extraordinary shareholder meeting alone 
has the power to modify the Articles of incorporation and all their provisions; any clause 
stating otherwise is of no force or effect. The meeting only deliberates validly if the 
shareholders present or represented possess at least half the shares with voting rights 
for a first convocation and one quarter of such shares for a second convocation. The 
meeting requires a two-third majority of votes cast to rule. 

 

Ordinary shareholders meeting: The meeting only deliberates validly on first 
convocation if the shareholders present or represented possess at least a quarter of the 
shares with voting rights. In the case of a second convocation, no quorum is required. 

The meeting requires a majority of votes cast to rule. 

Shareholders meet at least once a year, within six months after the end of the fiscal 
year, to approve corporate financial statements. The report of the board of directors or 
the managing board, the financial statement, the balance sheet and the summary report, 
as well as the report of the statutory auditor are presented at the meeting.  

Within a month after their approval by the shareholders  meeting, the corporate 
financial statements mentioned in the paragraph above are filed with the National 
Commerce Register Center (Centre National du Registre de Commerce, CNRC). The filing 
is considered to be an official announcement. 

 

Financial rights 

 

The shareholders are entitled to dividends, reserves and liquidating dividends. 
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- Terms and conditions for the transfer of shares: Substantive requirements: except 
in the case of inheritance, or transfer, either to a spouse, a parent, a grandparent or a 
descendant, the transfer of registered shares of any type, may be subject to the 
corporation’s approval by a clause in the Articles of incorporation, regardless of the 
method of transfer. 

If an approval clause is contained in the Articles of incorporation, a request is presented 
to the corporation. Approval results from notification of approval or, in the absence of 
such notification, from a two-month silence on the company’s part from the date of the 
request. 

 

- Formal requirements: according to Algerian practices, transfers of registered shares 
are officially recorded. The transfers are valid with regard to the corporation and third 
parties only after the corporation has been apprised of, or has approved, the transfers by 
official deed. Transfers are subject to registration fees (2.5 %), and one-fifth of the sales 
price must be deposited with a notary for a period of approximately six weeks as a 
guarantee of taxes potentially owed to the Algerian Treasury by the seller. 

 

Changes to the capital stock 

 

Increases: 

Capital is increased, either by issuing new shares by decision of the extraordinary 
shareholders  meeting, or by raising the par value of existing shares, decided by 
unanimous consent of shareholders. Increases are made either: 

• in cash, 
• through compensation with debts in liquid funds due and payable by the 

corporation, 
• by the incorporation of reserves, earnings or issue premiums, 
• by contributions in-kind, 
• by the conversion of bonds, preferred or not. 

The board of directors does not have the power to decide to increase capital, but may be 
entrusted with all powers to that effect by the general assembly. 

The law sets the concrete terms and conditions for carrying out the increase. 

Shareholders have a preemptive right, but may relinquish it individually. 

 

Reductions: 

 

A reduction of capital may be authorized by an extraordinary shareholders  meeting, 
which may delegate all powers to undertake a reduction of capital to the board of 
directors or the managing board, as the case may be, subject to respecting the principle 
of shareholder equality. 

When the shareholders  meeting approves a capital reduction plan that is not motivated 
by losses, the representatives of bondholders and creditors 

Whose claims predate the filing of the minutes of the shareholders meeting with the 
National Center of the Commerce Register may object to the capital reduction plan within 
thirty days following the filing date. 

 

Losses of three quarters of the capital stock 
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If, due to losses acknowledged in the financial statements, the net assets of the 
corporation fall under one quarter of capital stock, the board of directors or the managing 
board is required to convene, within four months following the approval of the 
statements in which the losses appeared, an extraordinary shareholders meeting to rule, 
if need be, on the early dissolution of the corporation. 

If the dissolution is not declared, the corporation is required, at the end of the second 
fiscal year following the fiscal year during which the losses were acknowledged and 
subject to the provisions above, to reduce its capital by an amount that is at least equal 
that of the losses that could not be charged to reserves, if, within that period, net assets 
have not been restored to an amount equal to at least one fourth of the capital stock. 

 

Transformation of the joint stock company 

 

Transformation: 

Any joint stock company may transform itself into a different type of corporation if, at 
the time of its transformation, it has been in existence for at least two years and has 
drawn up a balance sheet for its first two fiscal years that has been approved by 
shareholders. 

The decision to transform the corporation is made once the statutory auditors have 
certified that net assets are at least equal to the capital stock. 

The transformation into a general partnership requires the agreement of all partners. 

The transformation into a limited partnership or into a limited partnership with shares is 
decided under the terms provided for by the Articles of incorporation with regard to 
modifications and with the approval of all the partners who agree to be general partners. 

The transformation into a limited liability company is decided under the terms provided 
for with regard to modifying the Articles of incorporation of that type of corporation. 

 

Mergers and spin-offs: 

Even if it is in the process of being liquidated, a joint stock company (JSC) may be 
absorbed by another corporation or participate in the creation of a new corporation by 
way of merger. 

The corporation may contribute its assets to existing corporations or participate in the 
creation of new firms with these corporations, by way of merger or spin-off. 

Finally the corporation may contribute its assets to new corporations by way of spin-off. 

The operations covered by the previous Article may be carried out between corporations 
of different types. 

They are decided, by each of the corporations in question, in accordance with the 
conditions required for the modification of their Articles of incorporation. 

If the operation involves the creation of new corporations, each of these corporations 
shall be established according to the rules applicable to the type of corporation that was 
chosen. 

 

Dissolution: 
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Except in various cases of court-ordered dissolution, the dissolution of the corporation 
results from the end of its statutory term or from a decision made at an extraordinary 
shareholders  meeting. 

 

Auditing the joint stock company 

The annual shareholders meeting must designate, for three fiscal years, one or several 
statutory auditors chosen among registered members of the national professional 
corporation. 

Generally speaking, their permanent mission consists in auditing, without meddling in the 
management of the corporation in any way, the books and assets of the corporation and 
to control the truthfulness and accuracy of corporate financial statements. They also 
verify the truthfulness and accuracy of the information contained in the report of the 
board of directors or the managing board, as the case may be, and in the documents 
addressed to shareholders, regarding the financial situation and the accounts of the 
corporation. 

They certify the truthfulness and accuracy of the inventory, of the corporate financial 
statements and the balance sheet. 

The statutory auditors make sure that the principle of shareholder equality was 
respected. 

They may, at any time of the year, conduct the verifications and controls that they deem 
necessary. 

They may also convene an emergency shareholders meeting. 
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