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Legal Entities as Shareholders in Joint Liability Companies:

Challenges to Preventing Non-Consensual Share Transfer
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Abstract
The recently promulgated Saudi Companies Law of 2022 permits legal entities, particularly companies, to establish
and hold shares in joint liability companies, which are business entities traditionally based on intuitu personae
considerations — that is, the personal characteristics and legal standing of the partners. Notwithstanding the
manifest regulatory intent of the Saudi government expressed in the many articles of the Companies Law, which
assures the protection of the intuitu personae considerations of joint liability companies, the provision for
companies to own and hold shares in joint liability companies may give rise to unauthorised transfer of shares to
external parties — without the permission of all partners. This simultaneously raises the question of the extent to
which partners’ shares must be retained among the partners and not transferred to external parties without the
agreement of all partners in the business, including shareholding legal persons such as business entities. This study

focuses on the potential issues associated with the provision for business entities and other legal entities to hold

Al - Sl - Jo¥I sl dzols — Jlas¥1 (18 Comdl oo (46 juad LoSw g Wgd Baeine dyols Ao @
WWW.Droitetentreprise.com : _cow JJ| 289l] MFORKi22@Gmail.com : _com JI Juo¥!



mailto:MFORKi22@Gmail.com
mailto:afaldossari90@gmail.com
mailto:aaldossari@kfu.edu.sa

Volume 17 issue 7
N:62 FEBRUARY 2026

e > ;:Z/\WY\
(X /5 22
I155N:2509-0297 &6 T8,z

\'?ﬁ\\’&m. ;;.:j})"‘\ ,i &/

shares in joint liability companies and limited liability companies in Saudi Arabia, which may threaten the

maintenance and protection of the intuitu personae considerations of partners in those forms of business entities.
The descriptive analytical method is employed in analysing the legal text of the Saudi Companies Law and court
rulings relevant to the research topic. The study findings indicate that the partners of joint liability companies and
limited liability companies are likely to encounter challenges in controlling the shares of their companies and
preventing the transfer of company shares to external parties in light of the New Companies Law authorising
companies to hold shares in these business entities.
Keywords:
Saudi Companies Law, joint liability company, intuitu personae, shareholders protection, merger & acquisition.
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