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Piercing the Corporate Veil: An Analytical Study Considering
Judicial Standards in Saudi Arabia and the State of Delaware,
USA

Muhanna bin Rashid Ali Al-Zahrani
Department of Regulations, Commercial Law, Taif University,
College of Sharia and Regulations
E-mail : alzhranimahne@gmail.com
Abstract:
This research addresses the principle of “piercing the corporate
veil" as an exception to the well-established rule in commercial law
that recognizes the legal independence of the corporate entity and
the principle of limited liability. It focuses on examining this
principle through a comparative study of its application in the
Saudi legal system—particularly considering the recent
amendments to the Saudi Companies Law of 2022—and the well-
established judicial practices in the corporate law of the State of
Delaware, USA, which is considered a leading jurisdiction in
corporate regulation.
The study sheds light on the conceptual, jurisprudential, and
judicial frameworks that allow courts to disregard the protection
afforded by the corporate entity and impose personal liability on
shareholders or managers in cases where the legal form of the
company is exploited for fraudulent purposes, where financial
accounts are commingled, or where statutory formalities in
management are disregarded.
The objective of the research is to analyze the legal foundations of
the principle of veil piercing in both legal systems, highlight points
of convergence and divergence, and explore the practical
challenges in applying the principle—particularly given the
absence of explicit regulation in certain areas of Saudi law and the
courts’ reliance on Islamic legal principles, jurisprudence, and
judicial reasoning.
The significance of this research lies in highlighting this rare
judicial exception to promote principles of justice and protect the
rights of creditors without undermining the core of the limited
liability doctrine, thereby achieving a balance between investor
protection and the prevention of abuse of the corporate legal form.
Keywords: Piercing the Corporate Veil, Limited Liability,
Personal Liability of Shareholders, Commingling of
Funds, Managerial Overlap, Failure to Observe
Corporate  Formalities,  Alter Ego  Theory,
Undercapitalization, Evidence of Veil Piercing.
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pp. 1036-1074.
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