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Abstract
The Legal Aspects of the Board of Directors' Liability in
Changing the Controlling Shareholder

Undoubtedly, the changing of the controlling shareholder in the joint-
stock company is one of the fundamental issues and essential transactions in
which the Board of Directors (“BOD”) may play an important and major role
in changing control, the legislator has entrusted the company's BOD with
carrying out all the acts necessary to achieve its purpose by authorising it to
take all legal actions to protect the company in a way that achieves its interest
and the interest of its shareholders, within the limits established by the laws,
regulations or the company's articles of association. The change of control
may result in a conflict of interest between the directors and the shareholders
in the company, as the BOD may consider the continuation of the existing
controlling shareholder achieves their interest. However, the company's
interest requires replacing it with another. Therefore, this issue must be
regulated in detailed rules and procedures to uphold the directors' interest and
ensure that the company is not negatively affected and continues to perform
its commercial activity to achieve its purpose.

This paper analyses (i) the obligations of the BOD of the joint-stock
company when changing the structure of control over the company and
replacing the controlling shareholder with another, so the scope of this study
will be limited to the legal obligations of the BOD when purchasing a number
of shares enabling the acquirer to control the company and direct its activities
and affairs; (i1) the right the BOD in obstructing or objecting the control
transactions and thwarting them; (ii1) the defensive measures that the BOD is
allowed to take or prohibited from doing in the face of the offer of control
which refers to the methods and strategies that may prevent control over the
companies or make the target company less attractive to the takeover bidder
by raising the acquisition cost or making it more complicated.

In this regard, we addressed the idea of control, whether actual or
formal, and the authority of the BOD regarding it by stating the legal basis for
such procedures, and the restrictions on the transfer of capital shares in the
joint-stock company were also reviewed, as well as the fiduciary duties of the
members of the BOD, as well as the position of jurisprudence and
comparative judiciary from the power of the BOD to prevent a change of
control of the company.

Keywords: Defensive Measures - Controlling Shareholder - Fiduciary Duties
- Stock Trading - Target Company - Conflict of Interest.
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