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Law Study - Share Premium

D. Naif bin Ibrahim Almazyad

Department of Law, College of Sharia, Qassim University, Kingdom of Saudi Arabia, Al-
Qassim, Buraida, Al-Malida 52571

nmzied@qu.edu.sa

Abstract:

After their establishment, joint-stock companies need cash to expand and develop their
business, which enables them to achieve their purposes and reach their goals. The company
provides cash liquidity in several ways, including offering new shares for subscription. This
method has a number of advantages and disadvantages, as it may affect the principle of equality
between old and new shareholders. To avoid some of the objections to this method, legal
jurisprudence has created many means that contribute to reducing these disadvantages. The
most important of these legal means to achieve justice and equality between old and new
shareholders in the event that the company wishes to offer new shares is to impose an issuance
premium, which is: (the additional amount that the company adds in addition to the nominal
value of the share when offering new shares for subscription). This premium has been briefly
referred to in the Companies Law, and this research clarifies and explains its concept,
characteristics, distinguishing it from what is suspected of it, its provisions, and the most
prominent methods of calculating it according to the systems and legislation in the Kingdom
of Saudi Arabia.
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