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The Legal Effects Of Company Division In Light Of
The Saudi Corporate Law: A Comparative Study

Ali Saleh Alzahrani

Law Department, College of Business Administration, Prince
Sattam Ibn Abdulaziz University, Alkarj, Saudi Arabia.

E-mail: a.alzahrani@psau.eud.sa

Abstract:

Y.vy uaw‘ u}nw‘ z

This paper deals with the legal effects of corporate splits within
the Saudi legal system, with a comparison of the legal systems in
Egypt, Kuwait, and the UAE. The research reviews the legal bases
that govern corporate splits, and examines the implications of
these operations from different angles, including the protection of
the rights of creditors, shareholders, and bondholders. The
research aims to clarify how these processes are regulated in the
countries under study, highlighting the legislative aspects that
need to be improved to ensure a balance between the flexibility of
companies in restructuring and the protection of the rights of
affected parties.

In the first section, the research provides a comprehensive
definition of the concept of corporate splitting, and reviews the
distinction between them and similar processes such as
transformation and partial referral. It also addresses the legal
conditions and procedures that regulate the process of division in
accordance with the Saudi system and comparative laws.

In the second section, the research focuses on the legal
implications of a corporate split, with a deep analysis of the
impact of the split on the company's obligations to creditors and
shareholders. The research also reviews the rights of bondholders
in different systems, pointing to the disparity between countries in
protecting these rights, as some systems such as the Egyptian
system provide special protection, while legislation in Kuwait and
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the UAE lacks explicit texts explaining how to protect the rights
of bondholders during the split.

By comparison, the research highlights the strengths and
weaknesses of different legislations, especially with regard to the
responsibility of split startups towards past debt and the rights of
small shareholders. The research also discusses aspects that are
not addressed in detail in some systems such as split-followed
merger and employee protection in companies arising from a split.

The research concludes with a set of recommendations,
including strengthening the protection of creditors and
bondholders' rights, and providing clearer legal regulation to
protect the rights of small shareholders

Keywords: Corporate Division, Saudi Legal Framework,
Creditor Protection, Shareholder Rights, Bondholders.
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