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Abstract

The present study examines the legal system of a one-person company in Saudi law;
this system is considered as a new legal approach in the Saudi economy. Under the new
Commercial Companies Law of 2015, the Saudi legislator ratified for one person
(natural or legal), the establishment of a company in two forms: the Limited Liability
Partnership Company and Joint Stock Company. The adoption of the Saudi legislator
for the legal system of a one person is in line with the vision the Kingdom of Saudi
Avrabia that aims to engage the private sector in the national economy due to it is role as
main supporter. The ratification for the establish of a one-person company is considered
as a strong incentive for the business sector for a number of reasons such as the
determination of the responsibility of the partner by monitoring the capital of the
company without exceeding its liability for its debts for the personal finance. The
establishment of a one-person company is considered as an exception to the principle
that reflected in Article 2 of the Companies Law. The study investigates the nature of
the one-person company besides its distinctive characteristics and economic importance,
which makes the Saudi legislator to ratify the establishment of the two forms companies
on the exceptional legal bases. Finally, the study reveals the means of establishing a
one-person company and the mechanisms of its management.
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2 Section 7 Sub Paragraph 1 of the Companies Act 2006 " A company is formed under this Act by one or more
persons".

http://www.legislation.gov.uk/ukpga/2006/46/pdfs/ukpga_20060046_en.pdf
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47 (Act no 85-697 of 11 July 1985) Art. 1832 "A firm is established by two or several persons which agree by a
contract to appropriate property or their industry for

a common venture with a view to sharing the benefit or profiting from the saving which may result therefrom.

It may be established, in the cases provided for by statute, through an act of will of one person alone.

The members bind themselves to contribute to losses".

https://www.legifrance.gouv.fr/content/download/1950/13681/version/3/file/Code_22.pdf

48 Article L. 223-1 "A société a responsabilité limitée may be established by one or more persons who shall bear its
losses only up to the amount of their contributions.

When the company consists of one person only, this person shall be referred to as the "single member". The single
member shall exercise the powers conferred on the general meeting by the provisions of this chapter.

A decree shall determine the standard form of constitution for sociétés a responsabilité limitée, where the single
member, who is a natural person, personally takes responsibility for the management and the conditions under
which the interested party is informed of the constitution. These standard forms of constitution shall apply unless
the interested party

produces a different constitution during the application to register the

company.

The société a responsabilité limitée, the single member of which, if they are a natural person and personally assume the
management, is subject to simplified publication formalities determined by Conseil d'Etat decree. This decree
provides the conditions for exemption from the obligation to publish in the Bulletin Officiel des Annonces Civiles
et Commerciales.

The company is designated by a registered company name, to which may be added the name of one or more partners,
and which must be immediately preceded or followed by the words "société a responsabilité limitée" or the initials
"SARL" and the amount of its registered capital.

Insurance, investment and savings companies cannot adopt the legal form of a société a responsabilité limitée".

https://www.legifrance.gouv.fr/Media/Traductions/English-n/code_commerce_part L_EN_20130701
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60 Twelfth Council Company Law Directive 89/667/EEC of 21 December 1989 on single-member private limited-
liability companies, Article 4 "1. The sole member shall exercise the powers of the general meeting of the
company".

https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX%3A31989L0667

61 According to Limited Liability Companies Act Section 48 paragraph 3 " If all the company’s shares are held by one
shareholder or in addition by the company, he shall document this in writing and sign the document without undue
delay after the resolution is passed".

https://www.gesetze-im-internet.de/englisch_gmbhg/englisch_gmbhg.html#p0147

62 According to Limited Liability Companies Act Section 6 paragraph 1 "The company must have one or more
directors".

63 According to Limited Liability Companies Act, as consolidated and published in the Federal Law Gazette 111, Index
No. 4123-1, as last amended by Article 10 of the Act of 17 July 2017 (Federal Law Gazette | p. 2446) Section 6
paragraph 2 "Only a natural person of full legal capacity may be a director. Whoever

1 as a person under custodianship is fully or partially subject to a reservation of consent (section 1903 of the German
Civil Code) in the management of his assets,

2 .on the basis of a court judgment or an enforceable decision issued by an administrative authority is not permitted to
exercise a profession, a branch of a profession, a trade or a branch of a trade, in so far as the purpose of the
enterprise fully or partially corresponds to the subject of the prohibition,

3 .has been convicted on account of one or more wilfully committed criminal offences

a) of failing to file an application for the opening of insolvency proceedings (delay in filing for insolvency(

b) referred to in sections 283 to 283d of the Criminal Code (offences in the state of insolvency(

c) for making false statements in accordance with section 82 of this Act or section 399 of the Stock Corporation Act,

d) for false presentation as referred to in section 400 of the Stock Corporation Act, section 331 of the Commercial
Code, section 313 of the Transformation Act or section 17 of the Disclosure Act or

e) to imprisonment for no less than one year in accordance with sections 263 to 264a or sections 265b to 266a of the
Criminal Code,

may not be appointed as director; this debarment shall apply for a period of five years after the judgment becomes
final, which period shall exclude the period in which the actor was detained in an institution upon an official order".
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64 Article L. 223-26 " The management report, the inventory and the annual accounts established by the managers are
subject to approval by the meeting of members within six months of the close of the financial year. If the meeting
of members has not met within this time limit, the Public Prosecutor’s Office or any interested person may file a
case with the competent presiding judge, ruling by way of summary proceedings, to order the managers, subject to
a progressive coercive fine, if relevant, to convene the said meeting or appoint a representative to do so.

The documents referred to in the previous paragraph, the draft resolutions and, where applicable, the auditor's report,
the consolidated accounts and the group's management report, are sent to the members in the manner and within the
time limits determined in a Conseil d'Etat decree. Any deliberation that violates the provisions of this paragraph and
its implementing decree may be declared void.

After receiving the documents referred to in the previous paragraph, any member is entitled to submit written questions
that the manager must answer at the meeting.

As provided for in a Conseil d'Etat decree, the members may at any time obtain access to the company documents
determined by the said decree pertaining to the previous three financial years.

Any clause contrary to the provisions of this article and its implementing decree shall be deemed unwritten".

65 Article 415 Duty to prepare directors’ report

(1) The directors of a company must prepare a directors’ report for each financial

year of the company.

(2) For a financial year in which—

(a) the company is a parent company, and

(b) the directors of the company prepare group accounts,

the directors’ report must be a consolidated report (a “group directors’ report(” relating to the undertakings included in
the consolidation.

(3) A group directors’ report may, where appropriate, give greater emphasis to the matters that are significant to the
undertakings included in the consolidation, taken as a whole.

(4) In the case of failure to comply with the requirement to prepare a directors’

report, an offence is committed by every person who—

)a) was a director of the company immediately before the end of the period for filing accounts and reports for the
financial year in question, and

(b) failed to take all reasonable steps for securing compliance with that requirement.

(5) A person guilty of an offence under this section is liable—

(a) on conviction on indictment, to a fine;

(b) on summary conviction, to a fine not exceeding the statutory maximum.

Article 416 Contents of directors’ report: general (1) The directors’ report for a financial year must state— (a) the

_55_



2020 3 sue 47 el (Ogilally Aay, 2l pole tatlalym

names of the persons who, at any time during the financial year, were directors of the company, and (b) the
principal activities of the company in the course of the year. (2) In relation to a group directors’ report subsection
(1)(b) has effect as if the reference to the company was to the undertakings included in the consolidation. (3) Except
in the case of a company subject to the small companies regime, the report must state the amount (if any) that the
directors recommend should be paid by way of dividend. (4) The Secretary of State may make provision by
regulations as to other matters that must be disclosed in a directors’ report. Without prejudice to the generality of
this power, the regulations may make any such provision as was formerly made by Schedule 7 to the Companies
Act 1985.

Article 417 Contents of directors’ report: business review (1) Unless the company is subject to the small companies’
regime, the directors’ report must contain a business review. (2) The purpose of the business review is to inform
members of the company and help them assess how the directors have performed their duty under section 172 (duty
to promote the success of the company). (3) The business review must contain— (a) a fair review of the company’s
business, and (b) a description of the principal risks and uncertainties facing the company. (4) The review required
is a balanced and comprehensive analysis of— (a) the development and performance of the company’s business
during the financial year, and (b) the position of the company’s business at the end of that year, consistent with the
size and complexity of the business. (5) In the case of a quoted company the business review must, to the extent
necessary for an understanding of the development, performance or position of the company’s business, include—
(a) the main trends and factors likely to affect the future development, performance and position of the company’s
business; and (b) information about— (i) environmental matters (including the impact of the company’s business
on the environment), (ii) the company’s employees, and (iii) social and community issues, including information
about any policies of the company in relation to those matters and the effectiveness of those policies; and (c)
subject to subsection (11), information about persons with whom the company has contractual or other
arrangements which are essential to the business of the company. If the review does not contain information of each
kind mentioned in paragraphs (b)(i), (ii) and (iii) and (c), it must state which of those kinds of information it does
not contain. (6) The review must, to the extent necessary for an understanding of the development, performance or
position of the company’s business, include— (a) analysis using financial key performance indicators, and (b)
where appropriate, analysis using other key performance indicators, including information relating to environmental
matters and employee matters. “Key performance indicators” means factors by reference to which th e
development, performance or position of the company’s business can be measured effectively. (7) Where a
company qualifies as medium-sized in relation to a financial year (see sections 465 to 467), the directors’ report for
the year need not comply with the requirements of subsection (6) so far as they relate to non-financial information.

(8) The review must, where appropriate, include references to, and additional explanations of, amounts included in the
company’s annual accounts. (9) In relation to a group directors’ report this section has effect as if the references to
the company were references to the undertakings included in the consolidation. (10) Nothing in this section requires
the disclosure of information about impending developments or matters in the course of negotiation if the disclosure
would, in the opinion of the directors, be seriously prejudicial to the interests of the company. (11) Nothing in
subsection (5)(c) requires the disclosure of information about a person if the disclosure would, in the opinion of the
directors, be seriously prejudicial to that person and contrary to the public interest.

Article 418 Contents of directors’ report: statement as to disclosure to auditors (1) This section applies to a company
unless— (a) it is exempt for the financial year in question from the requirements of Part 16 as to audit of accounts,
and (b) the directors take advantage of that exemption. (2) The directors’ report must contain a statement to the
effect that, in the case of each of the persons who are directors at the time the report is approved— (a) so far as the

director is aware, there is no relevant audit information of which the company’s auditor is unaware, and (b) he has
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taken all the steps that he ought to have taken as a director in order to make himself aware of any relevant audit
information and to establish that the company’s auditor is aware of that information. (3) “Relevant audit
information” means information needed by the company’s auditor in connection with preparing his report. (4) A
director is regarded as having taken all the steps that he ought to have taken as a director in order to do the things
mentioned in subsection (2)(b) if he has— (a) made such enquiries of his fellow directors and of the company’s
auditors for that purpose, and (b) taken such other steps (if any) for that purpose, as are required by his duty as a
director of the company to exercise reasonable care, skill and diligence. (5) Where a directors’ report containing the
statement required by this section is approved but the statement is false, every director of the company who— (a)
knew that the statement was false, or was reckless as to whether it was false, and (b) failed to take reasonable steps
to prevent the report from being approved, commits an offence. (6) A person guilty of an offence under subsection
(5) is liable— (a) on conviction on indictment, to imprisonment for a term not exceeding two years or a fine (or
both); (b) on summary conviction— (i) in England and Wales, to imprisonment for a term not exceeding twelve
months or to a fine not exceeding the statutory maximum (or both); (ii) in Scotland or Northern Ireland, to
imprisonment for a term not exceeding six months, or to a fine not exceeding the statutory maximum (or both).
Article 419 Approval and signing of directors’ report (1) The directors’ report must be approved by the board of
directors and signed on behalf of the board by a director or the secretary of the company. (2) If the report is
prepared in accordance with the small companies regime, it must contain a statement to that effect in a prominent
position above the signature. (3) If a directors’ report is approved that does not comply with the requirements of this
Act, every director of the company who— (a) knew that it did not comply, or was reckless as to whether it
complied, and (b) failed to take reasonable steps to secure compliance with those requirements or, as the case may
be, to prevent the report from being approved, commits an offence. (4) A person guilty of an offence under this
section is liable— (a) on conviction on indictment, to a fine; (b) on summary conviction, to a fine not exceeding the
statutory maximum
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69 Article L. 223-18 "The société a responsabilité limitée shall be managed by one or more natural persons. The
managers may be chosen from outside the members. They are appointed by the members, in the company's
constitution or by a subsequent act, under the conditions specified in Article L. 223-29. Under the same conditions,
members may decide to remove reference to the name of a manager in the company's constitution in the event of
the termination of the duties of this manager for any reason whatsoever. They shall be appointed for the duration of
the company, in the absence of any provisions to the contrary in the company's constitution. In dealings among
members, the powers of managers shall be determined by the constitution or by Article L. 221-4 if the constitution
does not specify these. In dealings with third parties, the manager shall be vested with the most extensive powers to
act on behalf of the company in all circumstances, subject to the powers expressly attributed to members by the
law. The company shall be bound even by those acts of the manager not covered by the purpose of the company
unless it is able to prove that the third party was aware that the act exceeded this purpose or that could not have
known it in view of the circumstances, except that the mere publication of the constitution shall not of itself be
sufficient proof thereof. Clauses of the constitution limiting the powers of the managers resulting from this article
shall be ineffective against third parties. In the event of multiple managers, these shall separately hold the powers
specified in this article. An objection to the acts of one manager formulated by another manager shall have no effect
against third parties unless it is proven that they had knowledge thereof. The manager or managers may decide to
move the company's registered office within the same department or to an adjacent department, subject to the
ratification of the said decision by the members under the conditions specified in the second paragraph of Article L.
223-30. Under the same conditions, the manager may bring the constitution in line with the mandatory provisions
of the law and regulations. When the shares have been leased pursuant to Article L. 239-1, the manager may enter
in the constitution the lease and name of the lessee beside the name of the member concerned, subject to the
ratification of the said decision by the members under the conditions specified in Article L. 223-29".
70 Article 154 paragraph 1 " A private company must have at least one director".
Avrticle 155 paragraph 1 " A company must have at least one director who is a natural person.".
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71 Twelfth Council Company Law Directive 89/667/EEC of 21 December 1989 on single-member private limited-
liability companies, Article 4 "2- Decisions taken by the sole member in the field referred to in paragraph 1 shall be
recorded in minutes or drawn up in writing".
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74 Act on Limited Liability Companies Section 51a (1) The directors must without undue delay provide each
shareholder, upon their request, with information on the company’s affairs and allow them to inspect the books and
company documents.
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79 Article L. 223-41 "A société a responsabilité limitée shall not be dissolved if a court order for the court-ordered

winding-up, personal bankruptcy, disqualification from management as specified by Article L. 625-8 or legal

disability order is made with respect to one of the members. It shall also not be dissolved by the death of a member

unless otherwise specified in the constitution".
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81 Section 60 Grounds for winding up company

(1) The limited liability company shall be wound up

1. upon expiry of the period specified in the articles of association;

2. by resolution of the shareholders; unless otherwise provided in the articles of association, such a resolution shall
require a majority of three quarters of the votes cast;

3. by court judgment or by a decision of the administrative court or the administrative authority in the cases referred to
in sections 61 and 62;

4. upon the opening of insolvency proceedings; if the proceedings are terminated upon the application of the debtor or
the proceedings are set aside after confirmation of the insolvency plan which provides for the continuance of the
company, the shareholders may pass a resolution to continue the company;

5. upon the decision to refuse to open insolvency proceedings for insufficiency of assets becoming final,

6. upon an order issued by the court of registration establishing that the articles of association are defective in
accordance with section 399 of the Act on Proceedings in Family Matters and in Matters of Non-Contentious
Jurisdiction becoming final,

7. upon the company being deleted from the Commercial Register due to lack of funds in accordance with section 394
of the Act on Proceedings in Family Matters and in Matters of Non-Contentious Jurisdiction.

(2) The articles of association may stipulate other grounds for winding up the company.

Section 61 Dissolution by court judgment

(1) The company may be wound up by court judgment if it becomes impossible to achieve the company’s purpose or if
there are other important grounds for winding up the company which are rooted in the company’s circumstances.

(2) The action to obtain judicial dissolution shall be brought against the company. It may be brought only by
shareholders whose shares together amount to at least one tenth of the share capital.

(3) That regional court in whose district the company has its registered office shall have exclusive jurisdiction in regard
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to such an action.

Section 62 Dissolution by administrative authority

(1) Where a company endangers the public good on account of the shareholders passing illegal resolutions or
knowingly permitting the directors to carry out illegal acts, the company may be wound up without a claim to
compensation thereby arising.

(2) The procedure and the competent authorities shall be determined by the provisions applicable to contentious
administrative matters.

82 Art. 1844-7 "A firm comes to an end: 1° By the expiry of the time for which it was formed, except for an extension
of duration decided in accordance with Article 1844-6; 2° By the achievement or the extinction of its objects; 3° By
annulment of the firm agreement; 4° By anticipated dissolution decided by the members; 5° By anticipated
dissolution ordered by the court on application of a member for just reasons, notably in case of non-performance of
his obligations by a member, or of disagreement between members which paralyses the running of the firm; 6° By
anticipated dissolution ordered by the court in the case provided for in Article 1844-5; 7° “By the effect of a
judgment ordering the winding-up [...]" (Act no 88-15 of 5 Jan. 1988); 8° For any other reason specified in the
memorandum or articles".

83 1003 Striking off on application by company "(1) On application by a company, the registrar of companies may
strike the company’s name off the register. (2) The application— (a) must be made on the company’s behalf by its
directors or by a majority of them, and (b) must contain the prescribed information. (3) The registrar may not strike
a company off under this section until after the expiration of three months from the publication by the registrar in
the Gazette of a notice— (a) stating that the registrar may exercise the power under this section in relation to the
company, and (b) inviting any person to show cause why that should not be done. (4) The registrar must publish
notice in the Gazette of the company’s name having been struck off. (5§) On the publication of the notice in the
Gazette the company is dissolved. (6) However— (a) the liability (if any) of every director, managing officer and
member of the company continues and may be enforced as if the company had not been dissolved, and (b) nothing
in this section affects the power of the court to wind up a company the name of which has been struck off the
register".

84 1000 Power to strike off company not carrying on business or in operation (1) If the registrar has reasonable cause
to believe that a company is not carrying on business or in operation, the registrar may send to the company by post
a letter inquiring whether the company is carrying on business or in operation.

(2) If the registrar does not within one month of sending the letter receive any answer to it, the registrar must within 14
days after the expiration of that month send to the company by post a registered letter referring to the first letter,
and stating— (a) that no answer to it has been received, and (b) that if an answer is not received to the second letter
within one month from its date, a notice will be published in the Gazette with a view to striking the company’s
name off the register.

(3) If the registrar
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(a) receives an answer to the effect that the company is not carrying on business or in operation, or (b) does not within
one month after sending the second letter receive any answer, the registrar may publish in the Gazette, and send to
the company by post, a notice that at the expiration of three months from the date of the notice the name of the
company mentioned in it will, unless cause is shown to the contrary, be struck off the register and the company will
be dissolved.

(4) At the expiration of the time mentioned in the notice the registrar may, unless cause to the contrary is previously
shown by the company, strike its name off the register.

(5) The registrar must publish notice in the Gazette of the company’s name having been struck off the register.

(6) On the publication of the notice in the Gazette the company is dissolved.

(7) However—

(@) the liability (if any) of every director, managing officer and member of the company continues and may be enforced
as if the company had not been dissolved, and

(b) nothing in this section affects the power of the court to wind up a company the name of which has been struck off
the register".
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