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The perception of parties interested in Saudi Corporations about organizing
stock repurchase: an empirical study '

Abstract

The present research offers a documentation of international experience
with stock repurchase and a survey of different groups interested in Saudi
listed companies (i.e., financial officers, investors, portfolio managers, and
academicians) about the legalization of corporate stock repurchases. The
research seeks answers about the acceptable rationales for repurchase; the
suitable rules to: make repurchase serve the interests of investors, limit the
insiders abuse of repurchase. This research found that the sample support a
decision to allow companies to repurchase their shares, and their
agreement about the acceptable reasons such as fulfilling the stock
options, and signaling the market that the share is traded under its fair
value. The repurchase and re issue should be through the open market
(Tadawul system). The sample agreed that the authority to approve share
repurchase plan should be in the hand of the company's general assembly.
The buying limit in view of the research sample should be within 10%-
20% of the company's traded shares. The ‘most important rule for
repurchase through Tadawul is to prohibit company from opening the
market or to put a purchase price higher than a preceding independent bid.
The repurchase plan should be executed while insider restrain from any
transaction in company's socks. The sample agree that the company should
execute the plan in the shortest period possible, which was six moths. The
sample allows the companies to do what ever it decide to deal with
repurchased stock either to cancel it or re issue it. The research documents
that the sample agreed to the suggested rule for re issuance of repurchased
shares, the most important of which is to prohibit the company from
affecting the closing price. Finally the reséarch sample agreed about the
disclosures accompanying repurchase, especially the reasons for
repurchase, the planned repurchased quantity, and how to finance
repurchase.
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