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New Saudi Arabian Companies Law

The Saudi Arabian Council of Ministers has approved the long-awaited new
Companies Law 1437H/2015G.

The law will come into force within 150 days after publication in the Official
Gazette, which is expected shortly. Regulations to implement the law will be
issued by the Ministry of Commerce and Industry and the Capital Market

Authority.

A further update will be issued in due course once the implementing regulations

are published, but the key changes currently appear to be as follows:

Company formation =

B Alimited liability company can be
formed by one person (currently
two shareholders are required).

B The minimum number of
shareholders in a joint stock
company is two instead of five.
Notably, if it has a share capital
of SARS5 million or more, or in the
case of certain government-
related exceptions, a joint stock
company may be formed with
one shareholder.

B The minimum capital for a joint
stock company has been
reduced to SAR500,000 from

SAR2 million.
[ ]

Governance (of joint stock
companies)

B Combining the position of the
chairman and any other
executive position in the [ |
company is prohibited.

An Audit Committee is required
to be established to monitor the
company's business. ]

The election of board members
will be by way of accumulative
voting (i.e. each shareholder has n
voting rights equivalent to the
number of shares it holds, which
can be used for one nominee, or
divided between nominees,
without any duplication of votes.
This system tends to favour

[ ]
minority shareholders).

Shares and shareholders

Shareholders in a limited liability
company can no longer be held
personally liable for the
company's debts if losses exceed
50% of the company's capital.
Instead the company is dissolved
by operation of law unless the
shareholders resolve otherwise.

Shares in kind in either a limited
liability company or a joint stock

company should be valued by a
certified valuer.

Joint stock company general
meetings may be convened by
using new technology.

A joint stock company may buy
or pledge its own shares.

Miscellaneous

A joint stock company may issue
debt instruments or sukuk.

The new law gives special
treatment for family companies
and also sets out a legal
framework specifically for holding
companies.
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