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The Jurisprudential and Regulatory Description of
Endowment of Shares and Its Implications
Muhammad bin Khalid Al-Nashwan
Department of Sharia Policy, Higher Institute of the
Judiciary, Imam Muhammad ibn Saud Islamic University,
Riyadh, Kingdom of Saudi Arabia
E-mail: m.alnshwan@gmail.com
Abstract:

This research examines one of the contemporary issues related to
endowed funds, which has become widespread in popular life: stocks.
It focuses on the most important implications of the legal and
regulatory characterization of stock endowments, rather than other
issues related to them. The problem of the research is that the
endowment of stocks and the purposes of those who endow their
shares are not the same, and the interpretation of each case varies
according to the legal and regulatory characterization. Therefore, there
is a need to clarify the implications.

The research came up with a number of results, including: The
legal description of the share has an impact on the ruling on its
endowment. Therefore, the statement that the subject of the share is a
common share in the company’s assets requires prohibiting its
endowment, because the assets are constantly changing, and this
contradicts the requirement of the endowment of the asset and its
perpetuity. As for the statement that the subject of the share is a
common share in the legal entity, it is permissible to endow it, because
the endowment is directed to the financial paper.

It did not address assets that fluctuate and change constantly.
However, this requirement is not adhered to by those who argue that a
share represents a common stake in the company's assets. Among these
are the three forms of endowment of shares:

One of them is establishing a commercial company and then
endowing it pursuant to an endowment deed, such that all of its shares
are endowed, and its profits are disbursed according to the stipulations
of the endowers. The jurisprudential interpretation of this is that it is a
form of collective endowments in which there are multiple endowers,
given that the company is usually established by the union of two or
more partners. Given that the company's capital consists of cash shares
(usually) or in-kind shares, it falls under the ruling of cash
endowments.

The third: investing the surplus funds of the endowment or what
was allocated from it for investment in stocks. In this case, the stocks
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are not considered an endowment in and of themselves in place of
cash, but rather the original cash amount is the endowment, unlike the
two previous cases. The jurisprudential explanation for it is that it is a
type of cash endowment, due to the ease of liquidating the stocks, and
because the purpose of the endower is

The jurisprudential explanation for this is that it is a type of
cash endowment, due to the ease of liquidating shares and because the
purpose of the endower is to invest his cash, not to endow the shares
themselves. This is one of the forms of cash endowments stipulated by
jurists.

Keywords: Endowment, Stock Endowment, Effects of Stock
Endowment, Endowment Companies.
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