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The legal status of the joint-stock company
founders and the fate of their actions in the Saudi
corporate law: a comparative analytical study

Hasan Ghazi Najem Alrhaili

Department of private law, College of Law, Taibah
University, Kingdom of Saudi Arabia.

E-mail: hrhaili@taibahu.edu.sa

Abstract:

A joint-stock company, at the beginning of its
existence, needs founders to establish it, follow up on its
registration procedures in the commercial register,
conduct actions that contribute to the establishment of the
company, conclude the necessary contracts for that, and
submit economic feasibility studies for the project while
bearing the responsibility resulting from these actions
before the subscribers in the company and before third
parties with whom they dealt. And when the founders
carry out these actions, they are not, in fact, donating it
and not doing it for their personal account, but rather they
are conducting it for the benefit of the company under
incorporation.Hence, the question arises about the legal
status of the founders when they perform these actions,
and about the conditioning of their relationship with the
company under incorporation, and about the nature of
their relationship with the subscribers and third parties
with whom they deal and the extent of their responsibility
for it, as well as the question about the outcome and
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outcome of their actions, whether in the event of the
success of the establishment of the company or in the
event of success. If its incorporation fails, and about the
fate of the money they spent to establish the company
and the issues and rulings related to these matters.That is
why this study came to discuss this subject by following
the descriptive, inductive and analytical method of
comparative research in order to reach the objectives of
the research, through a plan consisting of two sections:
the first of them is about the founder of the company in
terms of his legal concept and the conditions that must be
met in him and the adaptation of his actions, and the
second topic is about the actions of the founder of the
company and its fate and responsibility In the event of the
success or failure of the company’s incorporation, leading
to the results of the research and its recommendations,
which are represented in proposing to add articles in the
Saudi Companies Law and the Corporate Governance
Regulations, and to amend the text of some articles.
Keywords: Founder of the Company, Establishment of
Companies, Joint Stock Company, Saudi Law, Legal
Center.
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