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The effects of the Lebanese commercial law amendments of 2019 

on its business sector and its economical international position. 

Ramy Zeidan 

Abstract 

In 2019 Lebanese parliament voted law number 126/2019 amending the Lebanese 

overland commercial law. This amendment introduced lots of concepts to the Lebanese 

commercial law, and modified or removed some others. This research aimed at analyzing 

this amendment law in order to study its impact on the Lebanese business sector and the 

Lebanese business competitiveness and thus its position in comparison to international 

standards. The research started by stating the most important modifications and analyzing 

their influences in comparison to the old provisions, then comparing some of the new 

provisions to that of some Arabian countries notably the Kingdom of Saudi Arabia and 

Egypt, and to some other countries such as the United Kingdom, France, etc… The study 

shows that this amendment was a successful one, that revolutionized some aspect of the 

Lebanese business legal framework. On the other hand, this study shows that, in 

comparison to Arabian and Western countries, Lebanese commercial law was catching 

up on the new concepts and standards that were already in application in these countries. 

Nonetheless, the amendment will help Lebanon on the medium and long term develop 

and grow its economy, and will make conducting business in Lebanon easier and faster, 

and will make the business environment in Lebanon more secure, helping in attracting 

foreign investments to Lebanon. 
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Chapter One 

 Introduction 

 Several laws in Lebanon deal with and governs its business sector1, but the main 

law that contains the main principles of commerce in Lebanon is the code of overland 

commerce, known simply as the code of commerce.  

The Lebanese territories, that were once under Ottoman rule, did not have any 

code governing its commerce until 1850 when the ottoman’s code of commerce was 

issued, and this code remained applicable until 1942 when the Lebanese commercial law 

was issued by decree number 304 on the 24th of December 1942 applicable six months 

after its publication in the official gazette on the 7th of April 19432. This law helped 

regulate the business sector in Lebanon, notably after its independence from France. The 

business sector in Lebanon saw a fast development phase after the new code was issued 

and the independence from France until it was a leading business sector in the Middle-

East, as Lebanon was looked at as the “Switzerland of the east” in the ‘60s. This status, 

however, did not withstand the pressure of the Lebanese civil war of 1975-1990 and the 

political and security instability in the post-civil war era until our days.  

Several laws were issued after the issuance of the commercial law in 1942 that are 

complementary to it and several other laws were issued to amend it by modifying some 

aspects and notions or removing them or even add new principles and notions to it. These 

laws aimed mainly to develop the business sector in Lebanon and introduce new notions 

that will make it competitive in the international field notably by making the foreign 

investment in Lebanon easier and bringing the Lebanese standards on par to the 

international standards. The legislators, every time they amend the commercial law, knew 

that the best plan to develop the Lebanese business sector is to make Lebanon an attractive 

platform of foreign investment in the Middle-East, and they managed to do that, for 

example, when they issued the law of banking secrecy in 1956 attracting foreign money 

                                                           
1 Code of maritime commerce of 1947, the commercial representation law legislative decree no.34 of 

1967, the law regulating the Beirut stock exchange legislative decree no. 120 of 1983, the financial 

market law no. 161 of 2011, commercial properties rights law decision of the French high commissioner 

no. 2385/L.R. of 1924, the monetary and credit law decree no.13513 of 1963. 
2 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 19, Sader publishing 
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into its banking system stimulating its economy in this process, or the issuance of the 

laws number 45 and 46 of 1983 about the off-shore and holding companies in Lebanon.  

The commercial code of Lebanon was affected directly by several amendments to 

it, notably the legislative decree number 11 issued on the 11th of July 1967 that canceled 

the commercial enterprise provisions (articles 40 and 41) and added new, detailed 

provisions that regulate them; the legislative decree number 35 issued on the 5th of August 

1967 that introduced the limited liability companies to the commercial code and several 

other minor amendments3. But the last amendment that hit the commercial code and 

modified some notions and principles was law number 75 of 27 October 2016 that 

canceled the bearer shares and the shares to order, but except the previously mentioned 

laws, the commercial code of Lebanon remained without any significant amendments that 

develop and modify the way businesses are handled in Lebanon for a long time. 

This legal stagnation in the commercial law became costly on the Lebanese 

economy. The technological advancements and the new standards and notions and 

principles that started to be introduced in the business sectors of some countries helped 

their economy to grow, develop and thrive. And this caused Lebanon to be behind in 

terms of business developments and the growth of its economy, although Lebanon, as we 

mentioned earlier, had a lot of political and security instabilities that were hampering its 

economic growth and the development of its businesses. As the economic indicators of 

Lebanon showed a lot of decrease in Lebanon’s ease of doing business ranking in the 

world from being ranked 103rd in the world in 2010 to being ranked 143rd in 20194 as 

Lebanon had only 4 regulations and laws reform affecting the business sector since 20115 

and in the GDP growth that kept decreasing from being 10.23% in 2009 to becoming -

5.64% in 2019 according to the World Bank data and in the foreign direct investment in 

Lebanon that went from being 4.8 billion US$ in 2009 to 2.63 billion US$ in 2018.  

To counter this economic decline, France hosted the conference for economic 

development and reform through enterprises that is known as the CEDRE conference, in 

2018, to support the development and the strengthening of the Lebanese economy as part 

of a comprehensive plan for reform and for infrastructure investments as prepared by the 

                                                           
3  Law of 23 November 1948, legislative decree no. 45 of 16 June 1977, law no. 380 of 4 November 

1994, Law issued by decree no. 9798 on 4 May 1968, law issued by decree no. 9800 on 4 May 1968, law 

no. 120 of 9 March 1992, law of 15 February 1957, law no.30 of 16 May 1967, law of 30 September 

1944, law no. 89 of 7 September 1991. 
4 World Bank ease of doing business indicator, www.doingbusiness.org [last visited 22 January 2021] 
5 www.doingbusiness.org/en/reforms/overview/economy/lebanon [last visited 22 January 2021 

http://www.doingbusiness.org/
http://www.doingbusiness.org/en/reforms/overview/economy/lebanon
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Lebanese authorities and presented during the conference6 by pooling financial aids in 

forms of grants and long-term low-interest loans to finance these reforms and 

developments. These financial aids were conditioned to fighting corruption in the public 

sector, reduce its budget deficit and proceed to reform its legal structure to encourage the 

business sector to develop and cope with the advancements of the international business 

sector. That resulted in making the reform of the commercial code of Lebanon7 a much-

needed condition. Moreover, in 2018 Lebanon hired management consulting firm 

McKinsey & Co. to aid Lebanon in restructuring its economy8 and tackle the different 

weak points of its economy, and put a decent plan that will help Lebanon overcome its 

financial difficulties most notably its high debt to GDP ratio. The firm’s report indicated 

that the Lebanese “government tend to be inefficient in drafting and passing business-

related legislation and the last reform for the doing business environment was made in 

2011”9 in its ease of doing business part of its report and added that the legislation in the 

business field is outdated and lacking and also that the inefficient government 

bureaucracy is one of the most problematic factors for doing business in Lebanon1 0, then 

the report, more precisely, referred to the reform of the code of commerce proposal that 

was still pending for the past 5 years in the parliament putting the issuance of this reform 

at the most crucial level of priority1 1 and among other laws related to the business 

environment, it identified 12 critical business environmental laws that are not even put in 

place and stated that some of these laws have been “stuck at different stages of the pipeline 

for ~5-10 years”1 2.The report went on to qualify the Lebanese business environment as 

non-conductive1 3 and proposed an increase in the legislative productivity notably the 

business legislation field and modernization of the legal framework by developing the 

outdated existing law and issuing new laws that aid in coping with the modern-day 

business sector internally and internationally. The McKinsey report stated that a 

modification shall be made on the joint-stock companies, limited liability companies, and 

                                                           
6 Lebanon – CEDRE Conference (6 April 2018), www.diplomatie.gouv.fr [last visited 22 January 2021] 
7 Mario Boustani, the code of commerce: Reform too late, Lebanon Law Review, June 20 2020. 

www.lebanonlawreview.org [last visited 22 January 2021] 
8 Bloomberg, Lebanon hires McKinsey to help revamp economy, Arabian Business Global, 9 Jan 2018. 

www.bloomberg.com [last visited 22 January 2021] 
9 Consultation & research institute, summary of Lebanon economic vision, March 7, 2019. 

www.crilebanon.com [last visited 22 January 2021] 
1 0 Consultation & research institute, summary of Lebanon economic vision, March 7, 2019. 

www.crilebanon.com [last visited 22 January 2021] 
1 1 Lebanon economic vision, McKinsey & Co, page 35 and 127. 
1 2 Lebanon economic vision, McKinsey & Co, page 17.  
1 3 Rouba Chbeir, Marwan Mikhael, What the McKinsey report says about Lebanon: Overview and in 

focus sections, Blom invest Bank, Feb 16, 2019. www.blominvestbank.com [last visited 22 January 2021] 

http://www.diplomatie.gouv.fr/
http://www.lebanonlawreview.org/
http://www.bloomberg.com/
http://www.crilebanon.com/
http://www.crilebanon.com/
http://www.blominvestbank.com/
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solo partnerships regulations, the option of creating a company online, and the 

suppression of the minimum capital requirements when creating a company1 4. 

This economic decline, the CEDRE conference, and the McKinsey report resulted 

in an immense pressure on the Lebanese legislators to take a step in order to amend the 

Lebanese commercial law to introduce and modify and cancel the various notions and 

principles that need to be amended in order to help the Lebanese economy and business 

sector to regain its growing form and develop and cope with the new technological 

advancement and development in the economic field.  

This amendment came in 2019, in the form of a law issued by the Lebanese 

parliament.  

On the 29th of Mars 2019, the Lebanese parliament met and voted the law number 

126 fully entitled “the amendment of the overland commerce law issued by legislative 

decree number 304 of 24 December 1942 and its amendments, and the addition of new 

provisions to it, and modifying the article 844 of the code of obligations and contracts”. 

This law was published in the official gazette number 18 issued on the 1st of April 20191 5. 

The second paragraph of the first article of this law stated that this law will be enforceable 

three months after its publication date. 

This law was the biggest modification the code of commerce had ever had from 

its issuance date in 1942 until now. The modifications targeted various notions of this 

code. The notions that were modified include: the general traders’ provisions, the general 

companies’ provisions, the joint-stock companies’ provisions, the limited liability 

companies’ provisions, the addition of financial crimes, the mergers and split-ups of 

companies, the addition of the global depository receipts, the marriage partners in 

bankruptcies and the definition of the company contract in the code of obligation and 

contracts. 

The legislators mentioned in the explanatory statement of this law, which shall be 

published with the law in the official gazette1 6, the reasons that led to this amendment. 

The legislators stated that this law aims to build upon the amendments done previously 

to this code that were “a requirement necessitated by the nature of the successive 

economic developments” 1 7, to cope with the fast-paced economic developments, 

                                                           
1 4 Lebanon economic vision, McKinsey & Co, page 622. 
1 5 Official Gazette issue no. 18 of 1 April 2019, page 1282 onward. 
1 6 Article 6 Law no. 28/2017, the right of accessing to information law. 
1 7 Law no. 126/2019, the explanatory statements. 
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introduce the amendments proposed by the national committee of economy, trade, 

manufacturing and planning and the results of “the practice and the real application” of 

the law, and the necessity to settle the debates of certain legal points that caused some 

challenges when applied by the courts, as courts tended to explain some imprecise legal 

points of the commercial code differently. Finally, the explanatory statement also 

indicated that this amendment also includes some minor corrections concerning the 

drafting and the writing of some of the articles to make them clearer and more precise 

and the raise of the value of some fines. 

This amendment will be the subject of our research as we will first look into the 

main notions and provision that were added or modified by this amendment (Chapter 2) 

and then assess this amendment’s impact on the Lebanese business sector and its capacity 

to compete in the international field (Chapter 3). 
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Chapter Two 

 The 2019 Lebanese commercial law amendment. 

 The law no. 126/2019 was voted on 29 March 2019, was issued by the president 

of the republic on the same date, and was published in the official gazette no. 18 issued 

on 1 April 2019, page 1282 onward, and became enforceable three months after its 

publishing1 8, on 2 July 20191 9. 

 Different aspects of the commercial code were targeted by this modification. The 

modified provisions were the general traders’ provisions and general companies’ 

provisions; the joint-stock companies’ provisions, where the legislators modified 

provisions concerning the general provisions of the joint-stock companies, the 

establishment, the publishing, the shares, shareholders’ rights, dividends, preference 

shares, bonds issuing, board of directors, auditors, the ordinary and extraordinary general 

assemblies and the dissolution of the joint-stock companies; the limited liability 

companies, where the legislators modified provisions concerning the general provisions 

of the limited liability companies, the establishment, the transfer and inheritance of parts, 

the companies’ management, general assemblies, auditors, recovery of dividends, the loss 

of three quarters of the capital and dissolution decision based on that loss and changing 

the form of the limited liability company; the addition of the financial crimes; the mergers 

and split-ups of companies; the addition of the global depository receipts and the 

modification in the marriage partner’s rights in bankruptcies. 

This law also modified article 844 of the code of obligations and contracts, which 

is not included in the commercial law but should have been modified to cope with the 

amendments made to the commercial law, notably those that modified the minimum 

number of partners in the limited liability company. 

And some minor amendments modified the fines values and the way some notions 

and provisions were drafted and written in the old provisions. 

The modifications were numerous, it is the biggest amendment ever on the 

commercial code of Lebanon, thus the detailed explanation of the modification will be 

                                                           
1 8 The single article of law 126/19 paragraph 2. 
1 9 In application of the general principle of calculating legal period indicated in article 418 of the civil 

procedures law that indicates that when calculating legal period determined by days, months, or years, the 

day of notice or the day of the act that initiate the term, does not count. 
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over the expected volume of this research. As a result, we will only talk about the 

important notions and provisions of each subject that was targeted by this amendment 

law. 

2.1 General traders’ provisions 

The main modification here was the introduction of electronic book-keeping in 

article 16.  

The legislators kept the door open for the manual book-keeping taking into 

consideration that there are a lot of small traders with a small business that might not 

become familiar with electronic means introduced by stating “whether manually or 

through a secure digital application” and leaving the traders that are subject to V.A.T free 

to choose between manual and electronic book-keeping.  

This is very important, as the persons that are still not familiar with electronics 

means, the minimarkets owners, for example, might find it difficult to transform their 

book-keeping from manual to electronic as they might find it easy to write down their 

sales, for example, directly on the open book in front of them and might also find it hard 

to switch from the manual book-keeping that they were used to. 

The electronic book-keeping will be on an application defined by a decree of the 

ministry of justice. And the fact that this application shall be of the characteristics defined 

by the minister of justice has both an advantage and a disadvantage. The advantage is the 

homogenization of the electronic book-keeping process between all the businesses in 

Lebanon, easing the comparison between them and facilitating the process of auditing 

their data by external auditors. The disadvantage is the fact that the characteristics of the 

application are determined by a decree issued on the proposal of the ministers of finance 

and justice. And because this is a matter of technology and that the technology is in 

constant development, the application will certainly need updates in its characteristics 

throughout the years, and because the characteristics are tied to a decree, and by 

application of the parallel formulas principal, they shall be modified by a decree. And this 

decree shall be issued by the government after being proposed by the ministers of finance 

and justice. And because in Lebanon the process of issuing laws and regulations tend to 

be slow and inefficient, the modification of this decree will be slow and might lead to a 

lag in introducing new characteristics in the app that may be related to security for 

example which will be a big concern in this matter. 
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 However, this modification is very important as Lebanon was missing the 

electronic means of book-keeping. The law, till this amendment, did not officially permit 

and did not recognize electronic book-keeping. And since the technological 

advancements in the world lead to the introduction of electronic means in the trading and 

business sector worldwide, Lebanon had to introduce it in order to facilitate its 

international trading and its business sector by staying on par with the advancements of 

this sector worldwide. 

The electronic book-keeping will be enforced on all traders subject to the V.A.T 

after two years of this law’s enactment. This means that this provision regarding 

mandatory electronic book-keeping will be applicable starting 30 Mars 20212 0. And the 

traders that will be subject to it are those having a yearly income of more than one hundred 

and fifty million L.B.P2 1. And that stresses the fact, mentioned above, that the legislators 

do not want to add complexities on the small traders by compelling them to the electronic 

book-keeping. And the period given before the application of this provision is to prepare 

the traders that are not familiar with the electronic book-keeping and gives the time to the 

concerned ministers to prepare the decree of characteristics in the most complete way 

without missing any important detail. 

2.2 General companies’ provisions 

The main modifications that we are going to cover in this section are (1) the 

obligation of mentioning the companies’ shareholders and partners when registering the 

company in the traders’ register, (2) the possibility to correct the situation of having a 

number of partners or shareholders below the legal minimum required, and, (3) the fate 

of the company’s moral personality when it changes its form. 

1- The first modification is the fact that the legislators now demand the mention of 

all the shareholders and partners of a company and the ID of the holders of the economic 

rights when registering the company in the new provision of article 26. As the provision 

of article 26 before the amendment only requests the mention of the partners except for 

the shareholders and the sleeping partners. 

                                                           
2 0 The law was voted on 29 Mars 2019, and was issued in the same date. The publishing was on 1 April 

2019. And this article is clear as to the date initiating the period of two years being the date of issuance. 
2 1 Pursuant decree no. 13077 issued on 5 August 2004 and published in the official gazette no.44 on 19 

August 2004, that modify the decree no. 7340 of 31 January 2002 that indicate the details of application 

of the law no.379 of 14 December 2001 (the V.A.T Law). 
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This is a very important modification that leads to an increase in transparency, 

that was requested in the CEDRE conference and McKinsey report, as all the partners and 

shareholders of any type of company shall be registered in the trading registry, and thus 

every shareholder of every company is now known, notably if they are founders of the 

company. And this brings Lebanon’s provisions in this regards closer to the international 

standards. 

2- The second modification is regarding the right to correct the situation of having a 

number of partners or shareholders below the legal minimum number in Article 42. 

The old provisions imposed the dissolution of a company in such situation. The 

new modification added the right to correct the situation in a period of three months after 

which the court shall declare the dissolution of the company by a request of any interested 

person. The new modification left the partners or shareholders with the option to decide 

the dissolution of the company before the end of the three months’ period. 

This is a very important modification, as this modification fortifies the continuity 

of a company’s life and helps it overcome one of the obstacles that it may encounter 

during its life that previously lead to terminating the company’s life. Now the company 

might overcome this obstacle by any legal means, as the legislators did not specify the 

way to correct the situation leaving it to the partners and shareholders to find the most 

suitable way to correct it, but generally the partner or partners left will try to find an 

additional new partner, or may change the form of the company to a form that accept a 

lower legal minimum number of partners. And this is very important as it leaves the 

shareholders and partners free to correct the situation in the fastest way they might find, 

making this process more flexible, thus the legislators protected the speed of operations 

in the business and commercial sector. 

3- The third modification is regarding the fate of the company’s moral personality 

when its form is modified. This also had a big debate in Lebanon, because the law was 

not decisive and clear about it, and the courts tended to settle this debate by deciding that 

the company’s moral personality does not change throughout the process of changing its 

form, unless there were radical modification in its object and its operations2 2, therefore 

the new company is the continuity of the old company. 

                                                           
2 2 The Lebanese court of cassation, decision no.10 issued on 28 March 1996, Decoration Elie Gharzouzi 

S.A.R.L. and co. Vs. Bank Beirut and Arab Countries (B.B.A.C.) S.A.R.L. / Assaf and co., published in 

BAZ collection, no. 35, 1996, page 251-255.  
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The legislators settled this debate in a clear and decisive way by stating in the new 

provisions of article 45 that “The modification of the company’s form does not lead to 

the establishment of a new moral personality for it, the present moral personality remains 

and the new company continues with the same moral personality established before the 

modification”2 3. This is very important as many frauds happened throughout the years 

where the partners or shareholders changed the form of their company in order to dismiss 

their liabilities or the company’s liabilities by stating that this is a new company with a 

new legal personality that is distinct from the old one and thus it has no responsibility 

toward whomsoever. And the legislators even imposed the publishing of this modification 

of a company’s form in a very rigorous way to ensure that every interested and concerned 

person is notified so that this form modification becomes enforceable on them.  

2.3 Joint-stock companies’ provisions 

The joint-stock company is the most famous form of companies that does not give 

any personal consideration for its partners. It has all the elements that make it the chosen 

form of company of the big businesses. There is no consideration to the persons of the 

partners, called now shareholders in the joint-stock companies, as the main relationship 

between the company partners is the money and goods they brought with them to the 

company (contributions). It is more flexible than the person’s companies (partnerships) 

as there is a free transfer of the shares and more flexible management. Finally, and most 

importantly, the liability of the shareholders is limited to their contributions. 

The provisions of the joint-stock company were heavily modified in order to ease 

the external investments in Lebanon, improving the corporate governance and bringing 

the Lebanese joint-stock companies to the level of the international joint-stock companies 

thus bringing them on par with the international standards governing them. 

The modifications reached all the major aspects of the joint-stock companies that 

the code of commerce governed, and introduced the notion of preference shares. And as 

these modifications are way bigger than this research can handle, we will only talk about 

the most important ones of them. 

                                                           
2 3 Article 45 paragraph 2 of the code of commerce. 
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2.3.a Establishment 

The main modifications that we are going to cover in this section are (1) the 

expansion of the notary territorial competence where the article of incorporation shall be 

deposited and registered, and (2) the conditions that give the right to a person to sue the 

founders and in-kind contributor and the first board of directors and the first auditors and 

experts if there was an intentional exaggeration in the valuation of the in-kind 

contributions. 

1- The first modification here is that of the notary territorial competence regarding 

the deposition and registration of the article of incorporation.  

This modification was on the provisions of article 80. The previous provision of 

this article, compelled the shareholders to deposit and register the article of incorporation 

in the notary territorially competent within the region of the company’s headquarter. That 

created some inconveniences notably to the shareholders that might be living outside 

Beirut for example and wants to establish a company with a headquarter in Beirut to 

benefit from Beirut’s infrastructure and its vast population. In addition to that, the main 

registration that is relied on in the companies’ field in Lebanon is the registration in the 

trade registry, and this latter registration is always made in the region of the company’s 

headquarter, thus it makes the territorial competence of the notary in the registration 

process of the article of partnership of lesser importance. 

 Now, with the modification that the legislators introduced, these shareholders 

might deposit and register their article of incorporation in any notary. The legislators did 

not leave the door open by the fact that the registration might be done in any notary, not 

exclusively the one situated in the company’s headquarter region, that is the option to 

establish a Lebanese company, with a headquarter in Lebanon, outside Lebanon, by 

registering the article of incorporation in the Lebanese embassy or consulate in any 

country outside Lebanon, as the embassies and consulates have the competences of 

notaries, as he added the obligation that the notary shall be in the Lebanese territories. 

This modification eases up the procedures of establishing a company, notably, the 

joint-stock company, which helps Lebanon in its eases of doing business index that gives 

a sight to the foreigners about Lebanon business and investment environment, making the 

environment more desirable to invest in by foreign investors. 
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2- The second modification of this section is on the provisions of article 91 that gives 

the right to sue the founders and in-kind contributors and the first board of directors and 

experts if there was an intentional exaggeration in the valuation of the in-kind 

contributions of the company when founding it.  

The old provisions, although giving this right even if the procedures of the 

previous articles are respected, left the application of this article acceptable only if the 

exaggeration in the valuation was on purpose. This left the persons prejudiced by this 

exaggeration frustrated as it is hard to prove an intentional exaggeration and the bad will 

that go with it.  

That changed, as the legislators now gives this right if there is any big 

exaggeration, not only if the exaggeration was on purpose as the proof of the intentional 

factor is very difficult, which ease the escape of the mentioned persons legally liable as 

per the article 91 from the punishment. 

The reason for this strictness of the legislators is the fact that the legislators had 

an objective of encouraging the foreign investments in Lebanon by reassuring the foreign 

investors, as well as the local ones, and giving them guarantees, as these investors might 

invest in the form of creditor or shareholders in these companies that are being founded, 

and thus the legislators wants to guarantee that any investor will not be a victim of an 

evaluation fraud, increasing the investors' risk in his investments, thus damaging the 

Lebanese business sector reputation. 

2.3.b Publishing 

The main modifications that we are going to cover in this section are (1) the 

introduction of the electronic registration and publishing process for the joint-stock 

companies, and (2) the replacement of the official gazette and an economic newspaper 

and a daily local newspaper by the trading registry when publishing the annual financial 

data and the addition of new documents that shall be registered annually in the trade 

registry by the joint-stock companies. 

1- The first modification concerns the introduction of the electronic registration and 

publishing process for the joint-stock companies. 

This modification was on the provisions of article 98. This article’s provisions 

stated the procedures that shall be done after establishing the company, which means after 

the meeting of the establishing general assembly that takes the indicated decisions to 
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establish the company. The procedures are depositing and registering the joint-stock 

company in the trading registry. This is the first publication in the life of the joint-stock 

company. The previous provisions stated concisely the obligation of initial publishing in 

the trade registry as this procedure is done manually by depositing hard copies of the 

documents that need to be registered in the trade registry. 

 The new provisions modified this notion. The legislators introduced the 

electronic registration and publishing processes that will become mandatory two years 

following the date when the law 126/19 becomes enforceable, which means two years 

after 2 July 2019.  

And this introduction of registering and publishing electronically and the fact that 

this electronic way will become the exclusive way of registering and publishing the joint-

stock company is explicable by the fact that the legislators considers the joint-stock 

companies as big traders and that they shall not deal with them as they deal with small 

traders that he left them the option to do their bookkeeping manually in Article 16.  

The advantages of this modification are the fact that the electronic registry will be 

available to the public through a website and since everything related to the joint-stock 

companies in Lebanon shall be registered in this registry electronically this means that 

the public will be updated with new information about the joint-stock companies faster 

increasing the transparency, and that means that the shares trading market will be more 

active as the public can become more engaged with the joint-stock companies of Lebanon 

and thus can feel more confident about investing in them as he can now find the 

information he needs about them from the registry website and that translates into more 

investments in the Lebanese joint-stock companies and more trading in the Lebanese 

financial market. Thus it is a very important and major update to the joint-stock 

companies sector in Lebanon and the business sector in Lebanon.  

2- The second modification concerns the replacement of the official gazette and an 

economic newspaper and a daily local newspaper by the trading registry when publishing 

the annual financial data and the addition of new documents that shall be registered 

annually in the trade registry by the joint-stock companies. This modification is on the 

provisions of article 101. 

This article, in his old provision, compels the board’s members to annually publish 

in the official gazette and an economical newspaper and a daily local newspaper the trial 
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balance of the company and a list of its board members and auditors in a period of two 

months following the general assembly’s approval on the company’s accounts.  

The challenges with this article’s old provisions are numerous: first we have the 

fact that the joint-stock companies information that the article compels to publish shall be 

published in the official  gazette and an economic newspaper and a daily local newspaper 

which is irrelevant in the business and economic world as an investor would not normally 

go to the official gazette or an economic newspaper or a daily newspaper to take a look 

on a company’s financial data, second is the fact that these information shall only include 

the trial balance of the company and the members of its board of directors and its auditors 

which is not enough information for an investor to analyze and study in order to take an 

investment decision regarding this company, third is that any other financial information 

that may concern any potential external investor are kept a company’s secret by 

application of this article, and forth is the fact that the period of two months to publish 

these information is determined as a period that begins when the general assembly 

approve the accounts of the company without determining a maximum delay during 

which the period shall begin.  

To counter these challenges, the legislators modified the provisions of this article. 

The legislators started by replacing the official gazette and the economic newspaper and 

the daily local newspaper with the trading registry. This fulfills their objective of making 

the trading registry the main source of data for the investors as it is more reasonable to 

publish the annual data of a company in the trading registry than in newspapers.  

The legislators then went on to determine the maximum date on which the deposit 

of the annual data of the company in the trading registry shall start. As the previous 

provision left the start of the period on hold till the general assembly meets and vote the 

company’s accounts, and this meeting might not occur in the current year to vote the 

previous year’s accounts and this led to having accounts’ information, notably trial 

balances, that are two years old or even more when published thus becoming irrelevant 

to potential external investors. Therefore, the legislators indicated that the publishing 

shall be done by the thirty-first of December of the current year, thus they decided the 

date regardless of the general assembly meeting. 

After determining the maximum date to deposit the documents in the trading 

registry, the legislators determined what document shall be deposited annually by joint-

stock companies. The legislators modified them from only the trial balance and list of 
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members of the directors’ board and auditors to the report of the auditors on the trial 

balance that shall be attached to it, the income statement, the statement of modifications 

in the shareholders’ rights and the explanations needed for the financial data; the auditors’ 

reports on and attached to the accumulated financial data of the previous year; the report 

of the auditors prepared pursuant article 158; the report of the board of directors on the 

company’s transactions during the previous year; the report of the board of directors 

pursuant article 158; the attendance sheet and the record of the general assembly’s 

meeting that approved the financial data of the previous year and the special report about 

the transactions that is subject to article 158 if present containing the result of the previous 

year the accumulated results notably those that needs arrangement taken pursuant article 

216 and the name of the board members and auditors if there any modifications to their 

members. 

Financial data wise, the legislators only added the income statement to the annual 

financial data that a joint-stock company shall publish in the trading registry and shall 

have also included the cash flow statement that aid the investor a lot in their analyzes of 

a certain targeted company, but the legislators also added all these previously mentioned 

reports to the annual data that a joint-stock company shall publish in order to ensure 

maximum transparency in the joint-stock companies financial data work.  

2.3.c Shares, shareholders’ rights, and dividends 

The main modifications that we are going to cover in this section are (1) the 

cancelation of the “bearer” and “to order” shares, (2) the introduction of the right to split 

the ownership and benefits of the shares between a bare owner and a usufruct right holder, 

(3) the right to appoint a representative if there is a joint-ownership of a share, and, (4) 

the elimination of the double voting right. 

1- The first modification concerns the cancelation of the “bearer” shares and the 

shares “to order”. This modification was on the provisions of article 104. 

This article defines the shares in a joint-stock company. The old provisions 

indicated that a share might be in a nominal form (registered in its owner’s name) or in 

the bearer form or the “to order’ form. 

In 2016 the Lebanese parliament issued Law number 75 titled “the cancelation of 

the bearer shares and the shares to order” voted on 27th of October 2016 and published in 

the official gazette number 52 of 3 November 2016. This law, as its name indicate, 
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removed the right for all forms of companies to issue shares in the “bearer” or “to order” 

form and indicated the procedures to do in order to replace the already issued shares of 

these two types. This modification was made in order to fight corruption, tax evasion, and 

money laundering in Lebanon. But this law did not have any provision that modified the 

article’s 104 provisions to homogenize its provisions with the article’s 104 ones.  

The legislators, in this amendment, took this into consideration and implemented 

this cancelation by modifying the provisions of article 104. The legislators removed the 

“bearer” and “to order” securities from the forms of securities that represent a share in a 

joint-stock company. And since, in the Lebanese commercial companies’ forms, there is 

also the limited partnership by shares (société en commandite par action(Fr)) that also 

issues shares that represent its capital as the joint-stock companies, and that it is subject 

to the regulations of the joint-stock companies under articles 232 and 234 of the 

commercial code, thus the modification of article 104 in law 126/19 affects these types 

of companies indirectly, notably by preventing them from issuing bearer shares and 

shares to order.  

The advantages of this modification are the transparency of the information 

regarding the identity of the real shareholders in a company, because, now, every share is 

registered in the name of its holder in the trade registry pursuant to article 26, and no 

share is secretly transferred from an owner to another, making the tracking of the shares 

easier now. The second is the homogenization of the provisions between the code of 

commerce and the law 75/16, and the implementation of this latter’s objective of fighting 

corruption, tax evasions, and money laundering. 

2- The second modification concerns the introduction of the right to split the 

ownership and benefits of the shares in a joint-stock company between a bare owner and 

a usufruct right holder. This right was already present in the Lebanese civil law, precisely 

in the proprietorship of real estate where the share in the real estate can be divided 

between bare ownership and usufruct right.  

This new right was first implemented in the provisions of article 116, where the 

legislators showed the principles that govern this right, then it was also mentioned in other 

modified articles2 4 where the legislators saw the necessity to do it to make the articles’ 

provisions coordinated. 

                                                           
2 4 Such as the new provisions of article 118, 121, 146 and 205 of the commercial code. 
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The new right of splitting a share between two persons, one that has the bare 

ownership of the share and the other having the usufruct right on it means that the original 

shareholder, who becomes the bare owner, might now “rent” his shares. He can keep his 

ownership of the share and give the right to benefit from the dividends distribution, attend 

the ordinary general assembly, and vote in them to a third person called the usufruct right 

holder. In the extraordinary general assemblies, the bare owner attends in representation 

of the shares, and the bare owner and the usufruct right holder become the persons 

designated to be informed and notified about all the invitations and documents and all 

other matters without exception including the decision to distribute the economic benefits. 

And in order that the two of them get informed and notified, they shall notify the company 

about this agreement.  

The legislators gave the right for the bare owner and the usufruct right holder to 

agree on contradicting the terms of this article and choose another form of splitting the 

rights deriving from the share between them, as long as they sign an agreement between 

them and notify it to the company and publish it in the trade registry. 

This modification came in accordance with the legislators’ will to include all the 

practices that were happening in the commercial fields in Lebanon and was acceptable by 

the doctrine and the jurisprudence and introduce the international norms that govern the 

commerce into the commercial code. And as this split of a share’s rights was being 

applied in the practical world of commerce2 5, the legislators decided to include it in the 

new commercial provisions of the commercial code. This also brought Lebanon on par 

with some other legislations around the world that accepts this kind of split of rights on 

the company’s shares. 

3- The third modification was that of the introduction of the right for the joint-owners 

of a share in a joint-stock company to appoint a representative. This right was, as the 

previous right, first introduced in article 116 where the legislators determined the 

principles that regulate it then mentioned it in other articles2 6 modified by the law 126/19 

to make these articles more coordinated. 

This joint ownership was present in the joint-stock company domain before the 

2019 amendments, it was handled by having a representative that represents the joint 

                                                           
2 5 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 299 paragraph no. 539, Sader publishing. 
2 6 Article 146 Commercial code 
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owners of the share with the company2 7 without dealing with the challenges occurring 

from this solution such as the case of joint owners not agreeing on a representative.  

The legislators, formally introduced this solution to the code of commerce, as they 

added to this article the fact that the joint owners shall agree between them on a 

representative, whether a person between them or a third party, to attend the ordinary and 

extraordinary general assemblies, in order to represent them, and vote in these assemblies. 

The legislators also added the solution if the joint owner did not manage to agree 

on appointing a representative, they gave the right to any of the joint owners to request 

the appointment of a representative by the president of the primary jurisdiction of the 

region of the company’s headquarter that issue the decision in the form of a summary 

execution decision based on the accelerated procedures after hearing all the joint owners. 

The legislators also added the period during which the representative does his 

duty, that is until the general assembly approves the company’s accounts, and also gave 

the right to the competent judge to renew the appointment of the representative.  

By this modification, the legislators managed to give a solution for the situation 

where the shares have multiple owners that hold all the rights of these shares at the same 

time. This is very important in order to maintain the regularity of the business sector 

notably the joint-stock companies in Lebanon. And this modification includes the 

practical solution that the jurisprudence and the doctrine have accepted before this 

amendment in the code and even added some firm regulations to this solution showing 

the legislators’ will of having a new code that can manage to give the solutions of every 

challenges that may occur in the daily life of a joint-stock company. 

4- The forth modification concerns the double voting right. This right was abolished 

in the modification of the provisions of the article 117. 

The previous provisions of this article stated that every nominal share that has 

been held by the same owner for a minimum period of two years prior to the invitation to 

the assembly is given two votes each. This right was introduced by the Lebanese 

legislators in inspiration from the French code of commerce that also includes this right2 8. 

                                                           
2 7 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 299 paragraph no. 539, Sader publishing 
2 8 Article L225-123 of the French commercial code. 
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The legislators canceled this right as they deem it not necessary, even inequitable 

for the shareholders and investors that execute a strategy of buying and selling stocks 

during short periods or that acquired for example 51% of a company’s shares but does 

not manage to enforce his decisions on it because the old shareholders that have 49% of 

the shares have a double voting right, and also consider that it does not meet the 

international standards, especially that, one of Carlos Ghosn’s causes of his crisis with 

Japanese car manufacturers, was the double voting right French president Macron wanted 

to secure in the Renault-Nissan alliance in April 20152 9. 

The legislators decided to cancel this double voting right and prevented any joint-

stock company that will be established after the publishing of this law to grant this right 

to its shareholders.  

The difficulty remains with the shareholders that already have this right prior to 

this amendment. The legislators gave them the option to keep this right and gave them 

another option to decide unanimously in an extraordinary general assembly to cancel this 

right.  

Thus the legislators balanced his decision between establishing a new notion in 

this regard and keep the life and management of the previous joint-stock companies 

stable, and prevent any instability in the company’s management in the future. 

2.3.d Preferred shares 

The notion of shares that have some extra benefits than other shares of the same 

company was present in the commercial code since its issuance in 1942. This notion was 

mentioned in the provisions of article 110. This article gave the joint-stock companies the 

right to issue shares with preferences that give its holders some extra benefits and 

preferences in comparison to the ordinary shares. Article 110 was mentioned in law 

126/19, as article 28 of this amendment law stated that “the terms of article 110 of the 

commercial code are canceled and are replaced with the following terms”. But the 

legislators have written the same terms of the old article 110 without any modification, it 

was the exact copy of the old provision. Thus this article was mentioned in this 

amendment law but was not amended.  

                                                           
2 9 Laurence Frost and Michel Rose, Seeds of Renault-Nissan crisis sown in Macron’s “raid”, 28 

November 2018, www.reuters.com [last visited 26 January 2021] 
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We contacted a member of the parliament that was a member of the parliament’s 

administration and justice committee that worked on law 126/19 to have explanations 

about this situation3 0. The reply was as following:  

Several propositions and projects were presented to the committee to modify the 

commercial code, some of those propositions and projects were presented after the 

committee started working on the amendment, and the committee saw that it is better to 

form a subsidiary committee to study these propositions and projects and draft an 

appropriate formulation of them. The committee prepared a table of comparison between 

the old provisions of the commercial law and the newly proposed provisions. Article 110 

was one of the articles that were proposed to be modified, but on the final reading of the 

amendment before transferring it to the general assembly the modifications on this article 

were dropped, and the committee transferred the comparison table with all the articles 

that were proposed to be modified including the article 110. And it appears that the 

general assembly of the parliament voted the formulation of the committee, and the 

mistake may have been done by the general assembly or the Sader establishment that 

relied on the table.  

But the member of the parliament confirmed that the legislators never had the 

intention of removing article 110 because of the introduction of the articles related to the 

preference shares.  

This last confirmation is what is important to us in this section. Since the 

legislators did not have any intention to remove article 110, that means that the article 

110 and the new articles about the preferred shares may coexist without interfering with 

each other. This means there are definitely differences between the two notions. 

Thus the main points that we will tackle in this section concerning the preferred 

shares are the difference between the shares with preferences and the preferred shares and 

the importance of the addition of the preferred shares notions on the Lebanese business 

sector and economy. 

The shares with preferences are shares that are issued by the joint-stock company 

by a decision taken in the extraordinary general assembly that gives its owners all the 

                                                           
3 0 MP Dr. Bilal Abdallah, message sent on the 9th of January 2021, reply received on the 15th of January 

2021. 
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rights of the ordinary shares plus some privileges and benefits and preferences in 

collecting dividends and capital recovery or other privileges3 1. 

The preferred shares are issued by the joint-stock company either at the creation 

of the company or later on by a decision of the extraordinary general assembly when 

increasing its capital 3 2 that gives its owner advantages, rights, material benefits or 

determined priorities and all the rights of the ordinary shares except the right to participate 

and vote in the general assemblies, the right to be a member of the company’s board and 

the right of participating in the company’s assets division3 3. 

The preferred shares are share prohibited to be owned by the president and 

member of the board of directors, the general manager and the assistant general manager 

of the company, their husbands and wives and their under-age kids, and prohibited to 

grant the mentioned persons any direct or indirect right on the preferred shares or by a 

third party whether physical or moral person or by any other way3 4. 

The main difference between these two types of shares are the rights they grant to 

their owners and the prohibition to be owned by some persons. 

This difference tells a lot about the intention of the legislators when introducing 

this new type of shares. And we believe that these shares are more a financing and 

crediting securities than a share. Why?  

To get the answer we must go to the basics of the company/partnership contract 

of article 844 of the code of obligations and contracts. In the general definition of a 

company, one of the main elements that define it from other types of contracts is the 

“affectio societatis” which is the intention of the partners to act together. The 

jurisprudence elaborated more on this element defining it as “the intention to provide 

services and participating in the profits and losses and sustain the risks and participating 

in managing the business to invest, with equality between all the partners”3 5. 

First, since the preferred shares are shares that do not give its holders the right to 

participate in taking decisions, whether in the general assemblies or the board and that 

they are prohibited from being owned by the persons mentioned in article 121-7 that are 

                                                           
3 1 Article 110 code of commerce 
3 2 Article 121-2 
3 3 Article 121-1 
3 4 Article 121-7 
3 5 Lebanese court of cassation, 5th chamber, Nasser El Debs vs. Adel Touma and co., decision no. 37, 1 

July 1993. 
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the persons that take managing decision in the company, thus the element of participating 

in the management of the company is not there. Second, since these shares do not give 

their owner the right to participate in the company asset’s division when the company is 

dissolute, this means that the preferred shareowner does not have a portion of the 

company’s capital as opposed to the ordinary shareholders and the shareholders with 

preference that get their portion from the company assets, this means these shares do not 

represent a portion of the company’s capital, thus the preferred shareholders are not 

basically shareholders in the company and they are not equal in the rights with the 

preference shareholders and ordinary shareholders. 

The preferred shares might be transformed into ordinary shares by a decision of 

the extraordinary general assembly3 6. This means that the transformation is made by the 

assembly’s will and not by the preferred shareholders’ will. 

All of the above shows that the preferred shares are not shares by their proper 

definition but more of a special type of crediting security that gives its holders more rights 

than a bondholder but less than a proper shareholder. As the preferred shareowner 

subscribes to these shares, that means they finance the joint-stock company, take a lot of 

preferences and benefits from the joint-stock company but without being able to 

participate in the management decisions and company’s assets division when liquidating 

the company, although article 121-11 gives the option to decide to let the preferred 

shareowners to participate in the liquidation. 

Thus the Lebanese legislators, and since one of their objective of this amendment 

is to introduce new notions to help the Lebanese economy grow and develop, introduced 

a new way that tempts the foreign investors to invest in the Lebanese joint-stock 

companies and thus helped the Lebanese joint-stock companies attract creditors and 

capital to expand and develop. 

Therefore, the importance of this new notion is that the legislators gave the 

Lebanese joint-stock company a new tool to attract credits and capital from foreigners by 

giving them benefits and preferences and advantages more than a normal creditor without 

them being able to have control or influence on the management of the joint-stock 

company.   

                                                           
3 6 Article 121-12 code of commerce. 
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2.3.e The board of directors 

The main modifications that we are going to cover in this section are (1) the 

decrease of the minimum number of Lebanese members, (2) the removal of the guarantee 

shares and the acceptance of non-shareholders as member of the board, (3) the 

introduction of the general manager and assistant general manager positions, (4) the 

maximum number of companies that can be managed by the same person, (5) the addition 

of the possibility that a member attends the meeting of the board by video call, (6) the 

new authorities of the board of director and president and general manager, (7) the new 

report to be presented to the shareholders, and, (8) the addition of the general manager to 

the administrative liability. 

1- The first modification concerns the decrease of the minimum number of Lebanese 

persons on the board of directors. This modification was on the provisions of article 144. 

The old provisions of this article stated that the board of directors shall be 

composed of three to twelve members and the majority (half plus one) of these members 

shall be Lebanese in order to direct the company’s project according to the national 

interest and needs of Lebanon3 7 as the decision will always have a certain number of 

Lebanese members that accepted it since the decision are taken by the majority. 

The legislators modified that, as they decreased the minimum number of Lebanese 

members in the board to a third of the board’s members.  

By this modification, the legislators had the objective of easing the foreign 

investment in Lebanon by giving the foreigners more “room” in the boards of directors 

and giving them the option to establish a joint-stock company that they may control, by 

having a foreign majority (maximum two-third of the members) in its board of directors 

thus controlling the board’s decisions. And they kept a minimum number of Lebanese in 

order to stick to their older doctrine of keeping the joint-stock companies working 

according to the national interest, as the Lebanese third of the board still have some 

influence and control as some of the companies might include in their article of 

incorporation that some types of decisions need the majority of two thirds to pass, keeping 

the balance between their will to give the foreigners some control of the national 

companies management, and directing the companies according to the national interest.  

                                                           
3 7 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 377, Sader publishing 
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The advantage of this modification, other than encouraging the foreigners to 

invest in Lebanon, is opening the door to the new business knowledge that the foreigners 

will bring with them and apply to the Lebanese joint-stock companies they control and 

the new business governance and management concepts that they will introduce to the 

Lebanese business sector developing it and helping it to be on par with the international 

standards in this regard. And we believe this is a smart move from the Lebanese 

legislators. 

2- The second modification is the elimination of the guarantee shares that the 

member of the board shall have in order to be able to be appointed member of the board 

and the fact that the board members can now be non-shareholders. This modification was 

on the provisions of article 147. 

The old provisions of this article stated that the members of the board shall be 

elected by the general assembly and that they shall be shareholders having a minimum 

number of shares, called guarantee shares, that is determined in the article of 

incorporation, also adding how the company will handle these shares of guarantee. These 

guarantee shares were included so that the board members will have a personal interest 

in taking the best possible decisions in the board of directors3 8, and as a guarantee for 

their liability for their management mistakes3 9 

This changed as the theory of guarantee shares became obsolete, as the shares 

might be insufficient to truly guarantee the management mistakes, notably that the law 

gives the power to decide how many shares shall be given to the company as guarantee 

shares by the article of incorporation, giving the right to choose to have only two shares 

per director as guarantee shares4 0, which is clearly an abuse of this power and a derogation 

of the main objective of having this kind of shares. 

The legislators removed the guarantee shares and added the right for the 

shareholders to appoint non-shareholder to the board of directors. 

This gives the joint-stock companies more flexibility in choosing the directors and 

thus let the general assembly take swift decisions in electing the board members in case 

                                                           
3 8 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 378, Sader publishing 
3 9 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 321, Université 

panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 
4 0 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 372, Université 

panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 
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there should be drastic changes in the board members in order to counter, for example, a 

bad financial position and rectifying it by bringing experts and elect them directly to the 

board without having to worry about giving them shares to comply with the provisions of 

the commercial code.  

This also lets the commercial code of Lebanon meet the international standards in 

this matter4 1. 

3- The third modification is on the introduction of two new positions in the 

company’s management, the general manager, and the assistant general manager. This 

modification is on the provisions of article 153. 

The inconvenience with the old provisions of this article is that it did not give the 

option to split the positions of president of the board and the general manager between 

two different persons, the authorities of these two positions were given solely to the 

president of the board of directors, the other inconveniences are also the fact that the 

president of the board of directors did not have the option to appoint a vice president that 

helps him with his duties. 

The doctrine and jurisprudence dealt with these inconveniences before the 2019 

amendments. For the vice president, it was an acceptable concept in practice by the 

doctrine as long as the articles of incorporation includes the option to appoint one or the 

board decides to appoint one, and he had all the powers of the president of the board, 

except the power to manage the company4 2, and that is, in term of corporate governance, 

a big disadvantage as the president needs someone to help him in some aspects of 

management of the company especially if the company is a big or giant company. As for 

the split of the presidency and management roles, this concept was unable to be applied 

even by agreement of the board of directors or by including it in the article of 

incorporation, as this rule was a public order rule that may not be excluded from 

application by any form of agreement4 3 but the article gave the right for the president to 

suggest a general manager other than him to the board but this general manager is more 

of an assistant to the president than a real general manager4 4. 

                                                           
4 1 Article L225-25 French commercial code, and article 189 code of companies of Tunisia, as examples. 
4 2 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 370, Université 

panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 
4 3 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 384, Université 

panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 
4 4 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 408 paragraph 599, Sader publishing 
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The legislators modified that and gave the solutions to these two difficulties.  

First, he kept the basic rule that gives the management duties of the company to 

the president of the board of directors, and he added the option of having a general 

manager that is now completely independent from the president and has the managing 

power of the company. This general manager shall be a physical person and can be a 

shareholder or a non-shareholder, and the article of incorporation shall include this option 

in order for the board to appoint a general manager. 

Second, the legislators gave the right for the general manager, if present, or the 

president of the board to propose one or more assistant general managers that shall not be 

a member of the board of directors and shall be a physical person and may be shareholder 

or non-shareholder. And this assistant general manager perform his duties on the personal 

account of the authorities that proposed him since the president and the general manager 

are chosen by the board based on the personal basis4 5 thus based on the trust the board 

has in them, they shall respect this trust and be held liable for the assistant general 

manager mistakes. 

The Lebanese legislators, by giving the option to choose between merging the 

general manager with the president of the board and splitting between these two positions, 

have applied the solution that is applicable in France since 20014 6, as this solution takes 

into consideration the small joint-stock companies that do not require to have a split 

between the two positions. As for the assistant general manager, they applied the concept 

that was being applied and accepted by the doctrine and jurisprudence and increased the 

liability of the president of the board and the general manager to stay loyal to their notion 

of personal basis and trust they had previously implemented regarding this matter. 

The modifications of this article were long-awaited ones and were very necessary 

to bring the corporate governance of the joint-stock companies of Lebanon to the 

international norms and standards4 7, and enhance the corporate governance that was 

ignored in the old provision of the Lebanese commercial law4 8. 

                                                           
4 5 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 385 paragraph 

878, Université panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 
4 6 Article L225-51-1 French code of commerce, modified by the law no. 2001-420 of 15 May 2001. 
4 7 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 384 paragraph 

876, Université panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 
4 8 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 385 paragraph 

877, Université panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 
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4- The fourth modification in this section is regarding the increase of the 

simultaneous management positions a person can have in different joint-stock companies. 

This modification is on the provisions of article 154. 

The old provisions determined the maximum number of simultaneous presidency 

of boards by four, and the board’s membership by six, and this maximum number of 

simultaneous positions in different companies was on every person, as the provisions 

clearly stated, and the old provisions obviously did not have any provisions regarding the 

general manager and the assistant general manager as they did not exist prior to this 

amendment. 

The legislators raised those numbers and fixed the number for the general manager 

and the assistant general manager, and determined that these numbers are applicable on 

the physical persons and not the moral persons. The legislators raised the maximum 

number of simultaneous presidency for one person from four to six and added the 

maximum number for the general manager and assistant general manager that is three in 

complementation to the previous articles’ new provisions, and raised the maximum 

number of simultaneous membership of board from six to eight. 

This increase is explicable by the fact that the legislators gave the option for the 

company to choose a person to manage the company and thus to deal with its day to day 

challenges freeing the president of the board and the members of the boards thus they can 

now manage to do their duties in more companies than before. And the legislators wanted 

to free the holding companies or other forms of companies or moral persons from this 

restriction and leave them able to be present in an infinite number of companies’ boards. 

5- The fifth modification concerns the ability to attend the board’s meeting by video 

call. This modification was on the provisions of article 156. 

The old provisions of this article did not mention any right of attending the board 

meeting by video call or any other means by the member who cannot attend it, this 

member had only the option to be represented by another member of the board who, by 

himself, cannot represent more than one member.  

This lack of a video call option is logical since the commercial code was issued 

in 1942 where this technology did not exist. Nowadays this technology is widespread and 

is developed enough to become stable, safe, and reliable, and the international standards 

of corporate governance accept the attendance of the meetings by video calls. 
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Thus the legislators introduced this option to the code’s provisions, giving the 

possibility of the members to attends the board’s meeting by video call.  

Along with its introduction, the legislators also determined the regulations that 

govern it. First, they indicated that, in order for the video conference attendance to be 

accepted, the article of incorporation shall have provisions that allow it. Then they linked 

the determination of the means that shall be used in a video conference to a decision taken 

by the minister of justice that will regulate this matter, this decision was issued by the 

ministry of justice 4 month after voting the amendments4 9. Then they insisted that the 

stability and reliability and the fact that the video caller effectively participates in the 

debate during the meetings shall be guaranteed, adding also the obligation to verify the 

identity of the caller to make sure that he is the person that can legally attend the meeting 

and the obligation of guaranteeing the safety of the call, which means the fact that the call 

is private and encrypted for example, to prevent any leak or taping or hacking of the call. 

They also stated that the article of incorporation might also determine the procedures that 

apply to the video call notably the ones related to the legal guarantees. The legislators 

gave the joint-stock company the right to exclude some types of decisions from being 

taken in the meetings attended by a member through the video call. The legislators, 

however, prevented the board from accepting the attendance of a member through video 

call when this board meets to prepare, discuss and adopt the annual accounts and annual 

financial data and the reports mentioned in article 101 of the commercial law. The 

legislators, in the end, decided that all video conference attendances shall be recorded and 

preserved with the report and the records of the meetings, considering them as a part of 

the meetings reports. 

The importance of this modification is the integration of the technologies in the 

business sector in order to resolve the challenges of attendance of the board’s meetings 

that might occur in the business’s daily life and to ease up this attendance on the members, 

and bring the Lebanese standards in the business field on par with the international one. 

6- The sixth modification concerns the new distribution of authorities between the 

board, the president of the board, and the general manager. This modification was on the 

provisions of article 157. 

                                                           
4 9 Decision no. 46 of 18 July 2019 of the minister of justice entitled “the determination of the 

shareholders’ participation conditions in the board of directors’ meetings in the joint stock company by 

video conference means or any other technological mean”, published in the official gazette no. 36 of 25 

July 2019 page 2528-2529. 



29 
 

The old provisions divided the managing authorities between the president of the 

board and the board as there was no independent general manager in the old provisions 

as we have already seen.  

The legislators modified the provisions to divide the managing authorities 

between the board, the president of the board, and the newly established general manager 

position. First, they indicated that in the situation where the two positions of president of 

the board and general manager are filled by two distinct persons, the president of the 

board of director will have the general supervision power over the company’s business 

operations, without any interference in its daily tasks, the power to preside the board, and 

the power to give the general manager nonobligatory general instructions. Therefore, his 

power becomes more general and keeps him out of the day-to-day issues but leaves him 

responsible for the general orientation of the company’s policies and business decisions 

taken in the board of directors. And the legislators then gave the general manager the 

power to represent the company toward others and to execute the decisions of the board 

and handle its daily business operation, but still, the legislators kept the general manager 

under the supervision of the board of directors. That means that the general manager has 

wide power in managing the company but this power is limited to the decisions of the 

board and is under its supervision. 

The legislators modified this article’s provisions mainly to make it more 

homogenous with the notion of splitting the positions of president of the board and the 

general managers that they introduced in the new provision of article 153, giving the full 

regulations concerning the authorities of the managing positions of joint-stock 

companies. 

7- The seventh modification concerns the new report to be presented to the 

shareholders by the board. This modification is on the provisions of article 163. 

This article's provisions were fully modified, the old provisions were removed and 

replaced by the new ones. The new notion introduced here is a new report that the board 

shall prepare and present to the shareholders fifteen days before the meeting of the general 

assembly. 

This report is independent of the financial data required to be prepared by the 

board pursuant to article 101. This report shall include the company’s status and 

operations during the previous year, the results of those operations, the progress made 

and the challenges faced by the company, the expected development and risks, and the 
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important operations that happened between the end of the previous year and the date of 

the meeting of the general assembly. 

The elements included in the reports shows that this report is a summary of the 

company’s work during the previous year. This summary was not present as it is now in 

the old provisions, the explanation of the financial data and the company’s operations 

were included as explanatory footnotes, in the trial balance and other financial statements, 

that were not even obligatory by law.  

The legislators, by compelling the board to prepare a summary of the company’s 

operation and handed to the shareholders, were aiming at making the relationship between 

the shareholders and the board more transparent, easing the process of taking a decision 

by a shareholder as he now has all the necessary details about the company’s work to take 

a decision about how he is going to vote in the general assemblies for example or even 

take a decision about leaving the company by selling his shares if he finds that the 

company’s work is not sustainable to keep the company developing for example. 

This modification eases up the decision process of the shareholders and makes the 

relation between them and the board more transparent as we previously elaborated, thus 

it eases up the process of investing in the Lebanese joint-stock companies and increases 

the transparency of the management thus improving their corporate governance 

standards. 

8- The eighth modification concerns the addition of the general manager to the 

personal and administrative liability. This modification is on articles 166 onward. 

This article indicates the persons that are personally held liable even toward third 

parties if they commit fraudulent or illegal acts or if they violate the article of 

incorporation’s provisions5 0and the persons who are held liable toward the shareholders 

for their administrative mistakes5 1 in addition to other provisions regulating these two 

liabilities lawsuits. 

The new provision adds the general manager to the persons who are held 

personally liable, and to the administrative liability toward the shareholders. As for the 

administrative liability toward third parties, the general manager is subject to the same 

regulations that govern the members of the board regarding this administrative liability 

                                                           
5 0 Article 166 commercial code. 
5 1 Article 167 commercial code. 
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toward third parties. And in case there is a separation between the presidency and the 

general manager, the president of the board will not be held liable for the administrative 

mistake except for violating the law and the article of incorporation’s provisions. 

This modification is very important, as the new position of general manager would 

have caused a lot of debate regarding his liabilities, as the notion of liability of the joint-

stock company is a very delicate and important notion, because of the interests that it 

protects and because of the severe damages it may cause for the shareholders and the 

company’s creditors5 2. Thus this modification was necessary as it also increases the 

effectiveness of the corporate governance in the Lebanese joint-stock companies. 

2.3.f The auditors 

The main modifications that we are going to cover in this section are (1) the new 

maximum number of reappointments allowed, (2) the removal of the mandatory 

secondary auditor, and (3) the modification of the auditors’ annual report. 

1- The first modification concerns the maximum number of reappointments of the 

auditors. This modification is on the provisions of article 172. 

The old provisions stated that the establishing assembly and the ordinary assembly 

afterward shall appoint one or several auditors, whom they shall stay in position for one 

year. Then added that these auditors might be reelected by the assembly every year. The 

old provisions did not establish a maximum number of reelection allowed, thus the auditor 

could have stayed in his position practically permanently, and the old provision stated 

that they are reelected although in reality they are being reappointed. 

This situation increases the risk of the shareholders and management and auditors 

colluding, or might make the auditors indolent with his duties as he will be used to the 

financial data of the company and thus relax his control over the data, and this puts the 

company at financial risks.  

The new provisions stated that the auditor cannot be reappointed for more than 

five successive years.  

This modification was made in order to force the companies to modification their 

auditors in order to strengthen surveillance and control over their financial data and 

                                                           
5 2 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 422, Sader publishing 
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operations by introducing “fresh blood” every five years. And the advantage of this 

modification is the elimination of the risk of slacking off by the auditors as time passes, 

and the assurance of the investors and the financial markets and the officials like the tax 

department of the state that the control of the financial data is rigorous and the persons 

checking them are replaced every five years. 

2- The second modification concerns the secondary auditor. This modification is on 

the provisions of article 173. 

The old provisions required the appointment of an extra auditor by the court from 

the list of experts it has.   

The new provision makes this step optional. It becomes now mandatory to appoint 

an extra auditor by the court if a shareholder or a group of shareholders holding ten 

percent or more of the shares request it. 

The importance of this modification is that the small private joint-stock companies 

can now settle for one auditor as its operations are still of low volume and do not need 

more than one auditor to control them thus decreasing their expenses by removing the 

expanses of secondary auditors which can sometimes be heavy on a small struggling joint-

stock company. 

Thus the legislators eased the internal auditing expenses on the joint-stock 

companies in order to try and encourage the start-ups to start their businesses in the form 

of joint-stock companies because this form has a high potential for expansion and 

development and is safer for the investors to invest in and gives a lot of potentials in 

finding creditors to grow the business. Thus the legislators made this move thinking about 

the future of the start-ups in Lebanon giving them incentives and facilities by cutting their 

expenses on secondary auditors. 

3- The third modification in this section concerns the auditors’ annual report. This 

modification is mainly on the provisions of article 174. 

In general, the auditors’ duties did not change, they still have to audit the 

company’s financial data. 

The old provisions stated that the auditors shall supervise the company’s operation 

and prepare a report about them and hand this report to the general assembly5 3, and that 

                                                           
5 3 Article 175 commercial code. 
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they have the authority to request any document they need to prepare the report, and that 

they shall also prepare some special reports if needed5 4. The details the legislators had 

indicated in the old provisions were details about the statement and document that the 

auditors shall audit and control, with no details about the comments and opinions they 

shall include in their report.  

The legislators modified that in the new provisions, as they shifted his focus to 

the report itself and what it shall include. As they now require the auditors to give their 

opinions on the company’s financial data’s validity and they shall indicate the cases of 

non-compliance of the company to its article of incorporation and the laws and 

regulations. 

This is a minor modification in comparison to other modifications in this 

amendment, but it has a significant effect on the company’s control and supervision that 

largely develop the corporate governance in the Lebanese joint-stock companies. As the 

auditor are now forced to look into the details of the company’s operation as they have to 

give an opinion, thus an analysis about them, and not only description as it was the case 

previously for some joint-stock companies, and shall also report the violation of laws and 

breaches of the article of incorporation by the company. And the shift of focus of the 

legislators here shows their determination in making the joint-stock company and thus 

the Lebanese business environment more transparent and thus more investment-friendly 

by increasing the power of the auditors and following the international norm in that 

matter.  

2.3.g The ordinary and extraordinary general assemblies. 

The main modifications that we are going to cover in this section are (1) the 

possibility for a shareholder to be represented by a non-shareholder and (2) the possibility 

to conduct assemblies via teleconferencing methods. 

1- The first modification concerns the representation of a shareholder in the general 

assemblies by a non-shareholder. This modification is on the provisions of article 181. 

The old provision gave the right for a shareholder that cannot attend the general 

assembly meeting to send a representative. But the provisions stipulated that this 

representative shall himself be a shareholder in the company to be eligible to represent 

                                                           
5 4 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 452 paragraph 613 onward, Sader publishing 
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the absent shareholder. Although, the jurisprudence and the doctrine agreed that the 

condition that the representative shall be himself a shareholder is not of public order5 5 

thus the article of incorporation may stipulate the right for a shareholder to be represented 

by a non-shareholder in the general assemblies5 6. 

The new provisions kept the condition of being a shareholder in order to represent 

another shareholder that cannot attend the meetings and did not modification it but added 

that it is now acceptable to be a non-shareholder representative if the article of 

incorporation allows it. 

This modification compels to the legislators objective of integrating the doctrine 

and jurisprudence and practices solutions to the code of commerce and keeps the respect 

of the principle of secrecy of the company’s internal information that made them establish 

this condition, of the representative being himself a shareholder, in the past, as the 

legislators respect the fact that a company might want to keep all the information and 

document and data private and only known by the company’s shareholder and not by third 

parties5 7. 

The advantage of this modification is that the code now is clearer regarding the 

notion of representation and the foreigner can now easily find his right in this regard 

without going through an extensive search to reach this solution. And this increases the 

attractiveness of the Lebanese business sector as the clearer the regulations, the more 

assured the investors will be investing in the Lebanese economy. 

2- The second modification concerns the video conference attendance of the general 

assembly’s meetings. This modification is also on the provisions of article 181. 

This modification is similar to the right of attending the board meetings by video 

conference that we talked about earlier, and the regulations are the same; the article of 

incorporation shall allow it, the guaranties of the call quality are the same, the condition 

of the procedures indicated in the article of incorporation is the same, and the condition 

of recording the call and keep it with the meeting record is also the same. 

                                                           
5 5 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 346 paragraph 

787, Université panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 
5 6 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 472, Sader publishing 
5 7 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 346 paragraph 

787, Université panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 
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The effect and the advantages of this modification are also the same as the board 

attendance by video call, as the legislators wanted to integrate the new technologies used 

in the business world to the Lebanese commercial code. 

2.4 The Limited liability company 

The limited liability company is a hybrid form of companies in Lebanon, as it 

contains a mix of elements that are generally present in a company of persons (that gives 

an importance to the partner’s person) or a company that does not give an importance to 

the partner/shareholder an importance. It is composed of partners that decided to establish 

a partnership based on the personal trust between them, its capital is divided into parts 

and not shares that are strictly regulated in terms of transferability, and those elements 

are that of the partnerships. And has limited liability of the partners, and a majority-based 

decision-taking system such as the corporations. 

The limited liability company provisions did not exist in the first version of the 

commercial code issued in 1942, the legislators added this form of companies to the 

provisions of the commercial code by the legislative decree number 35 of the 5th of August 

1967. The provisions regulating the limited liability companies saw some modifications 

in this amendment, not as much as the joint-stock companies, but these modifications are 

nonetheless revolutionary. The main and most important modification in the provisions 

of the limited liability company is the one concerning the right to establish it by one 

person only. 

These modifications, notably the sole partnership, had effects on several aspects 

of the limited liability company. And the main objective of these modifications is to ease 

the operation and management of this type of companies and to make it even more 

flexible, taking away all the complexities that were in this company’s form regulations 

and enhancing the Lebanese commerce as the foreign investors tend to prefer to deal with 

companies rather than persons5 8, and all this is because this form of company is a very 

successful form in Lebanon as the number of established limited liability companies is 

even higher than that of the joint-stock company5 9. 

                                                           
5 8 MP Rola Tabsh Jaroudy, a statement to Al-Hadeel magazine, March 8th 2019, www.alhadeel.net [last 

visited 2 February 2021] 
5 9 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 491, Université 

panthéon-Assas Paris 2 ET Université Libanaise, September 2013. 

http://www.alhadeel.net/
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The main and most important modification that occurred in the limited liability 

companies and the commercial code, in general, is the right for a single person to establish 

a limited liability company. 

This is a revolutionary step for the Lebanese legislators that had always 

considered the company a contract between two or more persons in his general definition 

of a company contract in Article 844 of the code of obligation and contracts6 0. 

The notion of plurality of persons composing a company is a result of the 

contractual perception of the company. This contractual perception of the companies 

began in the 19th century based on the principle of the will’s autonomy6 1 that also was the 

fundamental principle governing the contracts.  

The Lebanese legislators took this concept and implemented it in their code of 

obligation and contract. Article 844 of this code stating that “a company is a reciprocal 

contract under which two or more persons participate in something with the intention of 

dividing the profit that results from it”, clearly shows the legislators’ adoption of this 

concept. And since the contract of company is a reciprocal contract thus it needs two or 

more persons to be established. 

The Lebanese legislators stayed loyal to this concept and this perception, notably 

to its plurality of persons needed to constitute a company. 

And this concept was transferred to the provisions of the commercial code, 

specifically to the commercial companies and their regulations. As the legislators stated 

the minimum number of founders (partners/ shareholders) to each type of company, with 

this number never going below 2 persons. As the legislators gave the persons willing to 

practice the commerce alone one choice that is the commercial establishment (sole 

proprietorship). But the inconvenience with this concept is that the person that founded a 

commercial establishment has an unlimited liability as this establishment is not 

independent of his personality, it is a part of his own patrimony. 

To give the persons the right to practice economic activities with limited liability, 

several countries around the world admitted the concept of a limited liability company of 

                                                           
6 0 Law issued on the 9th of March 1932, published in the official gazette no. 2642 on the 11th of April 

1932. 
6 1 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 6, Sader publishing 



37 
 

one person: France6 2, Belgium6 3, Tunisia6 4, Brazil6 5, Syria6 6 , etc… this new concept was 

established in order to encourage the persons that want to practice economic activities but 

are afraid of losing their private assets if they got into heavy debts with their business, 

and does not want to get into partnerships and companies. Therefore, this concept came 

to protect their private assets while giving them the ability to practice economic activities 

alone. 

The Lebanese legislators stayed cautious with their approach to this concept. They 

did not introduce it to their commercial code and the companies it regulates, but in 2018 

they introduced it to the offshore companies6 7. This shows their hesitation in embracing 

this concept, as they introduced it into companies working outside the Lebanese territories 

without giving the companies working inside Lebanon this right. 

Nevertheless, the Lebanese legislators could not ignore this concept anymore as 

it became a norm in the international field, and as part of their objective of bringing the 

Lebanese commercial code provisions closer to that of the international standards, they 

introduced this concept to the commercial code. 

They chose to integrate this concept in the form of a limited liability company.  

They modified the articles 1 and 5 of the decree regulating this form of company 

and integrated in the commercial code. They added that the limited liability company can 

now be “established by a partner or several partners” after it was only “between 

partners”6 8, and modified the provision “is held between three or more persons” to “is 

held by one person, called the sole partner, or more”6 9.  

This means that a person might now establish a limited liability company alone, 

being its sole partner. That means he shall make a company contract, article of partnership 

alone, signing it alone, which is unfamiliar and revolutionary in the Lebanese legal 

                                                           
6 2 Article L 223-1 onward, French commercial code. 
6 3 Article 1:1 of the code of companies and association of Belgium.  
6 4 Article 148 onward, code of commercial companies of Tunisia. 
6 5 Article 980-A of Brazilian civil code. 
6 6 Lawyer Jean Tabet, The new modification of the commercial law (in Arabic), 12/10/2019, 

www.mahkama.net [last visited 2 February 2021] 
6 7 Law no. 85 issued on 10 October 2018 entitled: “the amendment of some of the provisions of the 

legislative decree number 46 issued in 24 June 1983”, published in the official gazette no. 45 of 18 

October 2018 page 4590 onward. 
6 8 Article 1 legislative decree no. 35 of 5 August 1967 
6 9 Article 5 legislative decree no. 35 of 5 August 1967 

http://www.mahkama.net/
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environment, as it contradicts the traditional Lebanese legal perception of a company 

contract.  

To counter this contradiction, the legislators, in the same amendment law 126/19, 

modified the article 844 of the code of obligations and contracts. They added a second 

paragraph to it stating that “it [the company contract] may be established, in the cases 

mentioned by law, by an act arising from the will of a single person”. 

The legislators, along with their introduction of the sole partnership, had to modify 

some rules in relation to it. 

They started by determining the authority of the sole partner by stating that he has 

all the authorities of the assembly of partners7 0, is the manager of the company if he 

decides to7 1, has the decision to isolate the director(s)7 2, the authority to file a lawsuit 

against the company’s director(s) 7 3, he signs solely on the assembly’s decisions 7 4, 

approves the director’s report about the financial data of the company7 5.  

They then determined the limits of the sole partner’s authorities and activities as 

a sole partner. The company of which he is a sole partner cannot be the sole partner of 

another limited liability company 7 6, he cannot take loans or guarantees from the 

company7 7, he cannot delegate his authorities as a partner to a third party7 8, he is obliged 

to appoint an auditor if his company’s capital reaches thirty million L.B.P., he cannot be 

himself an auditor7 9. 

These modifications had to be made in order to control the authority of the sole 

partner as the new sole partnership limited liability companies are somehow dangerous 

notably to its creditors as these companies are normally small companies and their sole 

partner has limited liability on its debts thus its bankruptcy might dissipate the creditors’ 

rights toward it8 0. 

                                                           
7 0 Article 5 legislative decree no. 35 of 5 August 1967. 
7 1 Article 16 legislative decree no. 35 of 5 August 1967. 
7 2 Article 16 legislative decree no. 35 of 5 August 1967. 
7 3 Article 19 legislative decree no. 35 of 5 August 1967. 
7 4 Article 25 legislative decree no. 35 of 5 August 1967. 
7 5 Article 29 legislative decree no. 35 of 5 August 1967. 
7 6 Article 5 legislative decree no. 35 of 5 August 1967. 
7 7 Article 18 legislative decree no. 35 of 5 August 1967. 
7 8 Article 29 legislative decree no. 35 of 5 August 1967. 
7 9 Article 31 legislative decree no. 35 of 5 August 1967. 
8 0 Lawyer Jean Tabet, The new modification of the commercial law (in Arabic), 12/10/2019, 

www.mahkama.net [last visited 2 February] 

http://www.mahkama.net/
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The legislators also added that if the parts become, for any reason, held by one 

partner the company will not be dissolute anymore8 1. 

The legislators, by introducing this concept to the internal Lebanese companies’ 

system, has put the Lebanese business sector on the right track with the international 

standards development and evolution concerning the business sector. They also 

eliminated the legal twists that were being made by bringing virtual partners and giving 

them the minimum parts needed so that the controlling partner can create a limited 

liability company, making this sector more regulated and coherent, and removing the need 

for virtual partners and the complexity it comes with it to establish a company by one 

person. 

Talking about eliminating the complexities that were present in the limited 

liability companies, the legislators also exempted the limited liability companies from the 

same procedure of publication that is applied on the joint-stock stock companies as the 

old provisions indicated. The limited liability company is now only compelled to be 

registered in the trade registry, and is exempt from every other publishing procedure8 2. 

And this is an important update because, as we already set forth here in above, 

this type of company is widespread in Lebanon and is the main form used by small, 

medium and family business, and by easing the regulation governing it the legislators 

want to encourage the Lebanese to start their business in this company’s form, and aid 

the already existing limited liability company to develop and evolve by easing the process 

of managing the company and removing all the complexity that might impede their 

development, growing in this process the Lebanese economy. 

2.5 Financial crimes 

Every company, during its lifetime, might be vulnerable to dishonest persons who 

might abuse their power in the company to make personal profits at the expense of the 

company’s financial health or lie about the company’s financial and administrative data. 

This causes damages to the other partners and shareholders of the company, the company 

itself and its creditors, thus causing damages to the economy as a whole. 

To counter this, the legislators often imposes civil and even penal liability on the 

management members and the auditors that caused these damages.  

                                                           
8 1 Article 5 legislative decree no. 35 of 5 August 1967. 
8 2 Article 11 legislative decree no. 35 of 5 August 1967. 
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The Lebanese legislators were no exception, as they had, in the old provisions of 

the commercial code, established a handful of crimes, other than the regular crimes 

mentioned in the criminal law that are de facto applied, and administrative liability for 

the management and the auditors in order to prevent them from abusing their powers and 

cause damages to the persons previously mentioned. These crimes were dispersed in the 

commercial code and were not put under one section. Hereunder is an abstract of these 

crimes regarding the joint-partnership, the limited liability company, and the joint-stock 

company: 

Joint-partnership: regular crimes such as scams, dishonesty, fraudulent 

bankruptcy, and negligent bankruptcy on the manager8 3.  

Limited liability company: special crimes such as fraudulent statement of the 

distribution of parts, fraudulent valuation of the in-kind contributions that are crimes the 

founders are criminalized for, and not mentioning the “SARL” and the capital on the 

papers issued by the company8 4 that the company itself is criminalized for, as for the 

manager, opening a public offering, distribution of mock profits without a prepared 

balance sheet and income statement or with fraudulent ones, etc…8 5.  

Joint-stock company: special crimes regarding the establishment of the company 

such as violating the rules of publishing the subscriptions (art. 82), issuance of stocks for 

a company established unlawfully (art. 96), trading the stock of a company unlawfully 

established (art. 96), the publishing of the price of a share of an unlawfully established 

company (art. 96) and fraudulently making persons subscribe to company’s capital crime 

(art.97)8 6, the crime of distributing profits without a prepared balance sheet and income 

statement or with fraudulent ones (art. 107)8 7, regular crimes on the board’s members and 

president and auditors such as fraud, dishonesty, counterfeit and the usage of 

counterfeit8 8, special crimes on the board’s members and president such as mock profit 

distribution without preparing a balance sheet and income statement or with fraudulent 

                                                           
8 3 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 101, Sader publishing 
8 4 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 202, Sader publishing 
8 5 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 212, Sader publishing 
8 6 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 290, Sader publishing 
8 7 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 343, Sader publishing 
8 8 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 445, Sader publishing 
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ones (art. 107), not publishing the balance sheet or hanging the article of incorporation in 

its offices or put the required information on paper it issues (art. 100 and 102), retrieving 

the guarantee shares before leaving the member of board post (art.147) etc…8 9, and finally 

for the auditors the financial crimes applicable on them are the same as the board 

members9 0. 

As we can see, after taking a glimpse of the financial crimes that the legislators 

have imposed on different forms of companies, these crimes do not directly protect the 

company and its assets and, even though there are some crimes against the fraudulent 

financial data and document, but these are regular crimes that are applied and not crimes 

specifically protecting the transparency of the information issued by the company, and 

thus these regular crimes are subject to the criminality conditions of these regular crimes 

to be applied and penalize the accused person and this might ease the way for the person 

who committed this crime to escape his criminalization; and that these crimes are 

established for each form of company alone. 

To counter this, the legislators added two new financial crimes to the commercial 

code, in order to protect the company’s assets and to protect the integrity and the 

transparency of the financial data issued and published by the company, and they 

introduced them in an independent chapter integrated after the different forms of company 

to make them applicable on all the forms of companies that are regulated by the 

commercial code. 

They added the first crime known as the abuse of the company’s asset to article 

253-1 that was specifically created for this crime. It consists of criminalizing the board’s 

presidents and members or the general managers or the person who has the right to sign 

in the name of the company if, in a bad intention, they use the company’s assets and 

credits ability for a personal purpose and causes damages to the company’s interests, or 

working for another company or sole proprietorship or person’s interest and causing 

damages to the company.  

This new crime now englobes all the form of companies regulated by the 

commercial code, gives every person the right to report that crime to authorities even if 

he did not endure personally the damages or is not a person who has an interest in it, 

                                                           
8 9 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 446, Sader publishing 
9 0 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 462, Sader publishing 
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therefore every person can now interfere to protect the companies and thus the Lebanese 

economy; and thus the legislators establishes the concept of the directors’ duty of loyalty 

toward the company9 1. Thus this addition is important in maintaining and protecting the 

companies’ interest and assets, notably that this abuse of company’s assets was not 

present before and the assets were protected indirectly leaving room to escape the 

impunity of these acts; and in preventing any person of the management body of the 

company to abuse his power in his or others’ interests. 

The second added crime is the hiding of the company’s financial situation by 

preparing and publishing fraudulent financial data of the company with an intention to 

hide the real situation of the company. The auditors are also subject to this crime if they 

intentionally hide these fraudulent violations from their reports that they shall prepare 

about the company’s situation and operations.  

This crime was somehow present in the old provisions but was either criminalized 

by the regular crimes such as counterfeit and frauds or was only criminalized for specific 

actions and documents such as distributing profits based on fraudulent balance sheets and 

income statements (art. 107). Now, the legislators, with the new general financial crime, 

criminalize every act of preparing and publishing fraudulent financial data whatever this 

data is, and whatever the action done is, and whatever the form of the company is. And 

this was made in order to protect the transparency of the financial data of the companies 

in Lebanon, thus increasing the overall transparency of the business sector of Lebanon, 

thus increasing the foreign investors’ trust in it. It has also an objective of maintaining the 

integrity of the information shared by the company with the public because this 

information is very important in assessing and analyzing the overall performance of the 

Lebanese economy.  

2.6 Mergers and split-ups 

Mergers and split-ups are two operations widely and strategically used in the 

business sector to grow businesses and to divide large businesses into small businesses to 

ease their operations and control. 

The Merger is an operation according to which a company absorbs the patrimony 

of another company leading to the disappearance of the latter by integration to the former 

(known as acquisition) (called in French: fusion par absorption), or is a transaction 

                                                           
9 1 Nisrine Salhab, Corporate governance in the code of commerce, 3 July 2019, www.eiglebanon.org [last 

visited on 2 March 2021] 

http://www.eiglebanon.org/
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according to which two companies fuse their patrimonies together in order to form a new 

company, leading to the disappearance of both of the original companies ( known as 

stricto sensu9 2) (called in French: fusion par combinaison)9 3.  

The split-up is an operation according to which a company divides its patrimony 

into two or more patrimonies, thus a company divides itself into two or more independent 

companies. 

The Lebanese commercial code did not contain general regulations regulating the 

mergers and split-ups of the companies, it only contains articles regarding the merger of 

the joint-stock companies (articles 210 onward)9 4 without any indication of split-ups. 

Although, the doctrine considered that these articles might be applicable to other forms 

of companies, if it does not contradict the general regulations that govern those 

companies, by extending their applicability9 5. 

Facing this long period of silence concerning the regulations of the mergers and 

split-ups operation of the companies, the legislators modified the articles 210, 211,212, 

and 213 of the code and added articles 213-1 until 213-26 in order to regulate these two 

operations and make them general regulations by establishing a separate chapter titled 

“mergers of the companies and their split-ups” containing all these modified and added 

articles that now regulate these two operations for all the companies forms regulated by 

the commercial code. The Lebanese legislators seems to have relied on the French 

commercial law9 6 and the different French doctrine and jurisprudence when preparing his 

law about mergers and split-ups. 

They started by defining the two operations 9 7 and mentioning that these 

operations can be made by all the companies no matter their forms9 8 according to their 

conditions governing the amendments of their article of partnership/incorporation. Then 

they established the full detailed regulations of which we mention for example: the 

dissolution of the vanishing companies without being considered liquidated9 9, the date 

                                                           
9 2 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 117, Université 

panthéon-Assas Paris 2 ET Université Libanaise, September 2013 
9 3 Dr. Edward Eid and Dr. Christian Eid, The intermediary of the commercial code - second part (in 

Arabic), page 531, Sader publishing 
9 4 Dr. Valia Charo, the possible emancipation of the Lebanese commercial law (in French), The practice 

of the commercial law in Lebanon (in French), 7 March 2018, Saint-spirit university of Kaslik. 
9 5 Dr. Salam Abdel Samad, stiffness of the Lebanese companies’ law (in French), page 117, Université 

panthéon-Assas Paris 2 ET Université Libanaise, September 2013 
9 6 Article L236-1 onward, French commercial code. 
9 7 Article 210, commercial code 
9 8 Article 211, commercial code 
9 9 Article 212, commercial code 
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the effect of these operations take place1 0 0, the project publishing1 0 1, the way the decision 

of these operations shall be taken1 0 2, bonds holders’ and debts’ fate1 0 3, mergers and split-

up between limited liability companies1 0 4, mergers and split-ups between joint-stock 

companies and limited liability companies1 0 5, fees, stamps and taxes on the operation1 0 6. 

The Lebanese legislators stayed loyal to their concept of keeping the decision of 

making these operations to the extraordinary general assembly of all the involved 

companies1 0 7. They developed other aspects and regulations concerning the mergers and 

split-ups around this concept. 

The legislators, by defining the operations and their regulations and making them 

general and applicable on all forms of companies, made these operations well regulated 

and clearer and defined the limits of every aspect of these operations, especially 

considering that these two operations are one of the most complicated operations as they 

are painfully long. They paved the way for the business sector and investors to proceed 

to do these operations reassured that the law now is clear and protects them. And that’s 

very important notably for the small and medium business as it increases their chances of 

being acquired by large companies thus stimulating the economy because the small 

investors will now start their businesses and develop them and prepare them for being 

sold to the big companies, thus help in growing the Lebanese economy and creating jobs 

in Lebanon. 

2.7 Global Depository Receipts 

Global depository receipts (GDR) are securities issued by a foreign bank or 

financial institution in a foreign financial market, representing shares in a domestic 

company. 

This concept is not a new or exotic concept in the Lebanese market, as the 

Lebanese banks had already access to the GDR’s concept since 19991 0 8, in fact Lebanon 

was the first Middle-Eastern country that issued GDR1 0 9. But the Lebanese companies 

                                                           
1 0 0 Article 213, commercial code 
1 0 1 Article 213-2, commercial code 
1 0 2 Articles 213-3/4/5/6/11/12, commercial code 
1 0 3 Articles 213-7/8/9/10/13/14/15, commercial code 
1 0 4 Article 213-17, commercial code 
1 0 5 Article 213-19, commercial code 
1 0 6 Articles 213-20/21/22/23/24/25/26, commercial code 
1 0 7 Old provisions of article 210, commercial code. 
1 0 8 Basic decision of the Lebanese Central Bank no. 7431 of 29 October 1999. 
1 0 9 Wael Nazir Obeid, Gobal depository receipts in Lebanon: financial and legal aspects, page 19, 

American University of Beirut, September 2004. 
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subject to the commercial code did not have the right to issue GDRs, as per the old 

provisions of this code that specify the securities a company may issue without including 

GDRs.  

The Lebanese legislators introduced this concept to the commercial code under 

chapter 6 of the fourth title: commercial securities and other transferable securities, which 

means outside the title covering the commercial companies. 

They introduced this concept in three articles, articles 458-1/2/3, starting by 

giving the definition then determining the conditions and regulations of these receipts 

then determining the rights of the GDRs holders when dissolving and liquidating the 

companies. 

The legislators defined the GDR as negotiable securities linked to nominal shares 

(underlying shares) of a Lebanese joint-stock company, issued abroad by a certified issuer 

in the issuing country, and are enlisted in the regular financial market. This definition 

clearly locks the right of issuing GDR exclusively to the joint-stock companies, 

eliminating the other forms of companies regulated by the commercial code. This may be 

explicable by the fact that the GDR is foreign debts thus impose heavy liabilities on the 

company thus the companies that will benefit from them shall be a big company that is 

able to handle these debts and the form mostly used in Lebanon by the big businesses are 

the joint-stock companies. 

Some of the regulations that the legislators imposed are the prohibition of the 

shares represented by GDR to exceed 30% of the total number of the fully paid principal 

shares of the company issuing the GDR, the possibility to grant the holder of the GDR to 

attend and vote in the general assemblies of the issuing company under certain conditions, 

the possibility to grant the GDR holders the right to replace them with the principle shares, 

the obligation to keep the principle shares represented by the GDRs in the MIDCLEAR 

institution all along the period of the presence of the GDRs that represents them1 1 0, and, 

the right for the GDRs holders to participate in the liquidation of the companies1 1 1. 

And the fact that these GDR, and as allowed by the legislators, may be converted 

to principle shares in the issuing company makes them more of an international or foreign 

convertible bonds, thus the legislators expanded the choice that the joint-stock company 

has in order to pool money, expanding it to the international level, thus helping the 

                                                           
1 1 0 Article 458-2, commercial code 
1 1 1 Article 458-3, commercial code 
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Lebanese joint-stock companies to expand their shareholders base by easing the foreign 

investment in the joint-stock companies using GDRs.  

The introduction of the GDR to the joint-stock companies’ ecosystem is of high 

importance, as this concept showed a very successful introduction in the banking system 

that allowed the Lebanese banks to pool money from foreign investors with ease1 1 2. And 

by transposing this experience into the joint-stock companies field, it shall help the 

Lebanese joint-stock companies pool foreign investments easily by enlisting their GDRs 

in the foreign financial markets and stock exchanges leading to their development and 

growth on the financial and reputational level expanding their global presence which 

helps them in getting international attention and coverage, and thus helping the Lebanese 

economy grow and develop and reach new horizon by gaining access to foreign stock 

exchanges and financial markets and staying on par with the global orientation toward 

globalization. 

  

                                                           
1 1 2 Wael Nazir Obeid, Gobal depository receipts in Lebanon: financial and legal aspects, page 20-21, 

American University of Beirut, September 2004. 
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Chapter Three 

 The impact this amendment will have on the Lebanese 

business sector and its capacity to compete in the 

international field. 

 Several reasons were behind the amendment of the Lebanese commercial code. 

These reasons vary from introducing new notions and principles to changing provisions 

already existing to removing obsolete provisions to implementing the practices and the 

jurisprudences related to commerce into the code.  

 But the main reason that pushed toward the amendment of the commercial 

remains the need to update it to cope with the developments this field saw notably in the 

‘00s and ‘10s with the technological advancement that eased the commercial transactions 

and made the trading system nationally and internationally a fast-paced trading, and the 

need to keep up with the global orientation of integrating the new notions of corporate 

governance in the commercial field. 

 The Lebanese legislators tried to introduce the various legal concepts and 

principles that became somehow the norms in the commercial field in different countries 

around the world. They implemented the practices, the jurisprudence, and the doctrines’ 

solutions that the old provisions of the commercial code did not cover. They tried to make 

the new provisions as flexible as possible without leaving much room for manipulating 

the law. 

 In general, the Lebanese legislators aimed at overhauling the commercial code to 

stimulate the Lebanese economy growth by easing the way businesses is done in Lebanon, 

notably in the companies’ field, in order to attract foreign investors and to encourage local 

investors to increase their investments in the market, thus helping in creating new jobs 

and improve the economic situation in Lebanon that has been limping in the last five to 

seven years. 

 The Lebanese legislators acknowledged that some of the old provisions needed 

correction in terms of the way they were drafted to become clearer, and took advantage 

of this amendment to do so, and also to raise some of the fines that were enacted in the 

old provisions of the law. 
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  Overall, the amendment had a positive impact on the legal framework of the 

commercial field of Lebanon, (1) it was a positive step for the legislators, (2) as they 

introduced new standards to the Lebanese businesses, (3) but we still believe that there 

are still some notions that the Lebanese legislators should have also treated in this 

amendment. 

3.1 A positive step for the legislators. 

Lebanese economy was under pressure prior to the amendments of 2019, that 

pressure beginning in years 2010/2011 continued throughout the years till the amendment 

year.  

Nowadays two years, after the amendment, Lebanon is still struggling 

economically. In fact, Lebanon’s economy is in crisis1 1 3, and its economic indicators are 

all hitting the red zone. The situation economically is the worst since the civil war, with 

the Lebanese currency crashing losing up to 600%1 1 4 of its value comparing to the $US. 

This situation erupted in October 2019, few months after the amendments, when protests 

hit the streets against the politicians, that hit the economy hard, specifically when the 

banks had to close for about two weeks1 1 5, the longest banking closure in Lebanese 

history. The situation got worse and worse by the coronavirus pandemic that hit the 

country in 2020 resulting in several long total lockdowns of the country in 2020 and the 

beginning of 20211 1 6, inflicting heavy damage on the already struggling economy. 

The protests along with the pandemic hampered any immediate positive impact 

of the amendments, as these amendments lack any healthy economic ground that they can 

affect and improve, because the Lebanese economy lost all its piles that were once lifting 

it such as the currency pegging policies of the Lebanese central bank1 1 7, and the banking 

sector that saw a heavy withdraws of money from the accounts by the depositors1 1 8 to the 

decrease of the money sent from expatriates to Lebanon, to the factories that offloaded 

                                                           
1 1 3 Ben Hubbard, Lebanon’s economic crisis explodes, threatening decades of prosperity, The New York 

times, 10 May 2020, www.nytimes.com [last visited 25 February 2021] 
1 1 4 As of February 2021. 
1 1 5 Lebanon’s banks reopen after two weeks closure amid protests, France 24, 1 November 2019, 

www.france24.com [last visited 25 February 2021] 
1 1 6 Diana Hodali, Lebanon: Coronavirus lockdown weighs heavy on a country in crisis (translated from 
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1 1 7 Tom Perry and Samia Nakhoul, Lebanon edges further from the dollar peg with wire transfer rate, 
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some worker to compensate on their decrease in profits, to the small shops that had to 

close, etc…  

And because of that, the impact of the amendment can’t be studied based on the 

real-life, short-term, Lebanese economy indicators, as these indicators still reflect the 

economic crisis Lebanon is going through. And even though we can predict some of the 

effects in the long term, it will be very challenging as the Lebanese economy is very 

volatile. 

But nonetheless, we can still have a general idea about the amendment’s effects 

by studying the objectives of the legislators and the illustration of these objectives in the 

new provisions, and this will help us look into the legal long-term effects of the 

amendment on the business sector of Lebanon. 

Returning to the official objectives the legislators had for the modification, which 

they mentioned in the explanatory statement of the law, they stated that this law aimed 

mainly at (1) developing the legal framework in order to cope with the fast-paced 

economic development, (2) building upon the different modifications of the commercial 

law that were made previously, (3) implementing the “practices and the real application” 

of the law that was being applied due to several reasons of which the lack of precise or 

clear provisions, and, (4) settling the debate of certain legal points that caused difficulties 

when applied by courts, as different courts were explaining some imprecise legal points 

of the commercial code differently. 

Now we have to look into each one of these objectives in order to determine if the 

legislators fulfilled them with the modifications they implemented. 

1- The development of the legal framework to cope with the fast-paced economic 

development objective can be divided into two: the objective of (i) easing the process to 

make them faster, and (ii) integrating the developments notably the technological ones 

into the Lebanese business sector. 

i- First, concerning the objective of making the business processes faster, the 

legislators took several steps that aided in fulfilling this objective. They started by giving 

the partners or shareholders the right to correct the illegality of having a number of 

partners/shareholders below the minimum limit set by the law instead of keeping the 

penalty of dissolving the company1 1 9 thus removing the risk of terminating the company 

                                                           
1 1 9 Article 42, commercial code. 
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and searching for a new partner to reestablish the company all over again for example, 

removing the territorial competence of the notary when depositing and registering a joint-

stock company’s article of incorporation1 2 0 making this process faster by depositing the 

article at the closest notary, the right to cancel the establishment procedures of the joint-

stock companies before the end of the 6 months’ time limit1 2 1, the right for the resigned 

shareholder to go directly to the trade registry to registry his resignation1 2 2, the right to 

appoint a non-shareholder as a representative of a shareholder that cannot attend the 

general assemblies if the article of incorporation allows it 1 2 3 easing the process of 

representing and letting the absent shareholder take a representation decision faster now 

he have more options given by the law, easing the publication procedures of the limited 

liability company1 2 4, and, establishing the principle of leaving the assets of the undeclared 

bankrupt marriage partner outside the bankruptcy1 2 5 easing the process of determining 

the assets included and excluded from the bankruptcy making this process faster. This 

indicates that the legislators stayed faithful to their objective as some of the new 

provisions they established hits their predetermined target of stimulating the economy 

and that’s by completing their objective of making the processes related to businesses 

faster. 

ii- Second, concerning the objective of integrating technological advancement in the 

Lebanese business field, the legislators also managed to integrate new notions in this 

regard into the commercial code. They started by the electronic book-keeping1 2 6 making 

the book-keeping process of the Lebanese businesses electronic through an application, 

the right to register and publish the joint-stock companies and the different document that 

shall be published in the trade registry electronically1 2 7, the recognition of the electronic 

documents issued by joint-stock companies when the legislators put them subject to the 

obligation of mentioning the company denomination and form and capital 1 2 8, the 

recognition of the companies websites or other private electronic facility of the 

                                                           
1 2 0 Article 80, commercial code. 
1 2 1 Article 85, commercial code. 
1 2 2 Article 152, commercial code. 
1 2 3 Article 181, commercial code. 
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companies1 2 9, and the right to attend the board of directors meetings1 3 0 and the general 

assembly meetings1 3 1 in the joint-stock companies. 

2- The objective of building upon the different modifications of the commercial law 

that were made previously is vague in this particular form of expression. We believe that 

the legislators meant that they wanted to continue the modifications on the commercial 

code; as this was the case previously particularly in the ‘60s and ‘80s but then the 

amendment of the code saw a stagnation; and develop the notions they previously added 

to the code. 

There are a lot of articles in the commercial code that were modified previously, 

and some of these articles saw modifications to their provisions in this amendment too, 

and because the articles that saw previous modifications and modifications in this 

amendment are numerous, we will only mention the articles where the legislators had the 

same objective when modifying them previously and now 

 The notions that the legislators modified them by this amendment and previously 

to this amendment are: expanding the regulations of book-keeping and adding more 

details to it as they did previously to this article1 3 2 giving clearer and more detailed 

provisions in this matter; expanding the list of documents that shall be registered with the 

company when registering it, although in this matter the legislators returned to the old 

provision in the matter of registering all the partners and shareholders thus they canceled 

the modification that they did to this article in 20151 3 3; easing the establishing process of 

the joint-stock company that they started previously by eliminating the need for an 

authorization from the Lebanese authorities and now eliminating the territorial 

competence of the notary when depositing the article of incorporation and registering it 

in the notary1 3 4; easing the publication of the initial public offering in the joint-stock 

company after they added to it previously that it shall be published in addition to the 

official gazette, two local newspaper one of them an economic newspaper, they decided 

to keep them two local newspapers no matter their specialties 1 3 5; compelling the 

companies to publish their financial data with details of what they shall publish, as the 

                                                           
1 2 9 Article 197, commercial code. 
1 3 0 Article 156, commercial code. 
1 3 1 Article 181, and 182, commercial code. 
1 3 2 Article 16, previously modified by law executed by decree no. 9800 in 1968, commercial code. 
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1 3 5 Article 81, previously modified by law executed by decree no.9798 in 1968, commercial code. 
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legislators previously removed the exception given to small joint-stock companies that 

did not make an initial public offering, thus having the objective of increasing the 

transparency of the joint-stock companies1 3 6; the decrease and removal of the guarantee 

shares of the members of the board in the joint-stock companies, as these shares saw a 

decrease in number previously from having to be representing a minimum 1% of the 

capital to removing that minimum value cap, then now with the amendment of 2019 being 

completely removed 1 3 7; the increase of the maximum number of simultaneous 

management positions in different companies in Lebanon as they previously increased it 

from two to four and now they increased it to six1 3 8, the facilitation of attending the joint-

stock company’s board meeting as the legislators previously added the right to be 

represented by a member of the board then now allowed the member to participate by 

video conference in the meeting1 3 9, implementing more restrictions and increasing the 

details about the transactions between the management personnel of a joint-stock 

company and another company that are subject of a prior authorization1 4 0; the legislators 

added the limited liability company to the commercial code in 1967 to give the option of 

establishing a simple company with a limited liability, as previously the limited liability 

was for the joint-stock companies mainly, the legislators continued with the simplified 

objective of the limited liability company by allowing one person to establish it1 4 1 and by 

easing its publishing regulation1 4 2, and finally, continuing to integrate the gender equality 

between male and female that the legislators started in 19941 4 3, by giving the husband and 

wife the same right when it comes to their assets’ integration in their partner’s 

bankruptcy1 4 4. 

3- As for the objective of implementing the “practices and the real application” of 

the law that was being applied due to several reasons of which the lack of precise or clear 

provisions, the legislators knew that some of the provisions were vague or incomplete 

and needed to be clearer and tried to complete them in this amendment. 

                                                           
1 3 6 Article 101, previously modified by law executed by decree no. 9798 in 1968, commercial code. 
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 Of those practices implemented in the commercial code by this amendment we 

can mention the implementation of the doctrine and jurisprudence that considers the 

transformation of the company’s form does not grant it a new moral personality, the moral 

personality of the company in its old form remains that of the company in its new form1 4 5, 

the doctrine and jurisprudence that considers every person who worked in the company’s 

name when it was being established and before gaining its moral personality is personally 

and jointly liable of all his work1 4 6, the doctrine and jurisprudence that accepted the split 

of shares’ rights between bare owner and usufruct right holder1 4 7, the doctrine and 

jurisprudence of allowing the joint owners of a share to have a representative that 

represents them in the shareholders meetings1 4 8, the doctrine and jurisprudence that 

allowed the president to have a vice-president with him1 4 9, although the rights given to 

the vice-president differs between the practice before the amendments and the new 

provisions of the commercial code as the new provisions gives more rights to the vice-

president than the doctrine and jurisprudence allowed previously, the doctrine and 

jurisprudence that allowed the companies to stipulate in their articles of incorporation that 

a shareholder can be represented by an non-shareholder in the general assembly’s 

meeting1 5 0, the doctrine and jurisprudence that compelled the president of the board of 

directors in the joint-stock companies to be a physical person only1 5 1, and finally, the 

doctrine and jurisprudence that granted the ordinary general assembly the right to grant 

the authorization to a member of the board to participate in managing another company 

that have the same objective as the first company1 5 2. 

4- Finally, we arrive to the objective of settling the debates of certain legal points 

that caused difficulties when applied by courts. This objective fulfillment was important 

as it gives more stability to the legal system governing the business sector in Lebanon 

thus gives the business sector in Lebanon the stability needed to develop and grow 

without wasting time in courts with legal debates, it shortens the time spent to settle a 

dispute.  
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 Of the debated legal points that the legislators settled in this amendment, we can 

mention the fate of the moral personality of the company when it changes its form1 5 3, the 

nationality of the companies in Lebanon 1 5 4, and, determining the date when the 

companies are granted their moral personality1 5 5.  

 After showing the different illustrations of the legislators’ official objectives 

according to the explanatory statement of law 126/19, we can primarily conclude that the 

legislators managed to meet their objectives and implement the right modifications in the 

commercial law that helps them fulfill their willing behind this amendment. 

 The legislators, by implementing the modifications according to their objectives 

of developing the legal framework in order to cope with the fast-paced economic 

development, building upon the different modifications of the commercial law that were 

made previously, implementing the “practices and the real application” of the law that 

was being applied due to several reasons of which the lack of precise or clear provisions, 

and, settling the debate of certain legal points that caused difficulties when applied by 

courts, managed to make the commercial code clearer, more precise, more advanced thus 

leading, in a legal point of view, to a future of stability in economic relations between 

business subjects and transactions and a future where the Lebanese legal framework of 

the economy becomes an important factor in attracting foreign investors and stimulating 

the national economy overall. 

 All of the above leads to a preliminary conclusion that this amendment of the 

commercial code has a positive impact on the legal framework regulating the businesses 

in Lebanon, thus leads us to say that this amendment constitutes a positive step forward 

for the commercial code that was much needed for the Lebanese business sector. 

3.2 The new standards introduced to the Lebanese businesses 

The importance of the amendment of 2019 on the commercial code was the new 

standards and notions that the Lebanese legislators introduced to the business world in 

Lebanon. These various standards and notions have different sources, as the legislators 

stated in the explanatory statement of the amendment for example that some 

modifications were proposed by the commission of national economy and trading and 

industry and planning, some other notions and standards were the result of the practice 
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1 5 5 Article 45, commercial code. 
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and the development of the doctrine and the jurisprudence that helped shaping some 

notions in this amendment as we have seen, and some notions and standards were needed 

in order to fulfill the obligations of Lebanon that were the results of Lebanon signing 

international conventions in this regard1 5 6 such as the modifications of some bankruptcy 

regulations to implement the gender equality between the husband and wife thus between 

males and females, and some notions and standards were the result of the global 

orientation of integrating a good policy of corporate governance that the Lebanese 

legislators showed interest in, and this corporate governance was part of this amendment 

as there is several concepts, notions and principles present in the commercial regulations 

of several other countries in the world that were added to the Lebanese commercial code 

by this  amendment. 

These new standards and notions are likely to have an important impact both on 

the local business field and on the international competitiveness of Lebanon’s business 

field. 

3.2.a The influence of these standards on the local business field 

The new standards brought with the amendment of 2019 significantly influence 

the internal business sector, most importantly it facilitates some transactions and 

operations of the business world, prevent the abuse of powers and firmly determine the 

liability of the individuals, eases the pooling of funds and credit operations, increase the 

transparency, and eliminate delays caused by some legal debates because of some 

provisions that were not clear previously. 

These influences will result in the fast growth of the economy in Lebanon as more 

and more persons will be encouraged to establish businesses as it becomes easier and 

faster and more stable to operate a business in Lebanon, and the old businesses of 

Lebanon will find it easier to increase the volume of their operations. 

Now, what exactly are the modifications that will lead to those aforementioned 

results? And how? 

 They are numerous in this amendment thus we will only be talking about the most 

important and the most significant of them. 

                                                           
1 5 6 Lebanon ratified the Convention for the Elimination of All Forms of Discrimination Against Women 

(CEDAW) in 1997, arabstates.unwomen.org [last visited on 4 Mars 2021] 
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 Starting by the most revolutionary one, the concept of a company with a sole 

partner. 

 As we have seen earlier the legislators introduced to the Lebanese commercial 

code the notion of a limited liability company composed of a sole partner. This notion 

was revolutionary as it is the first time the Lebanese legislators accept the new standard 

of a single partner establishing a company. 

 The legislators had different reasons to introduce it, of them the fact that it is an 

international standard now and several countries around the world adopted this concept a 

long time ago. But the most important factor for the legislators to introduce such a 

revolutionary concept that flipped the traditional Lebanese legal concept of the companies 

upside down, was the intention of the legislators to institutionalize the businesses in 

Lebanon1 5 7 and grant the Lebanese businessmen enhanced protection of their private 

assets when practicing commerce.  

 And the expected influence of this addition on the internal Lebanese economy and 

market is immense. As we believe that this addition will lead to a mass migration of the 

businesses from the sole proprietorship (fonds de commerce (Fr)) that has an unlimited 

liability to the limited liability company of single partner form, as it will protect their 

private assets, although the extra protection of the private assets will come at a cost of 

higher annual tax, as companies has a fixed tax rate of 17%1 5 8 and sole proprietorship are 

subject to different tax rate depending on their revenues that can be as low as 4% if the 

taxable revenue is 9 million L.B.P or below, and as high as 25% if the taxable revenue is 

above 225 million L.B.P1 5 9, the rate of 16% that is applicable on the taxable revenue that 

equals 104 million L.B.P or below, and above 54 million L.B.P, and the direct rate that is 

above the 16% is the 21% which is more than the 17% rate of the limited liability 

companies, thus the best situation for the emigration from the sole proprietorship form to 

the limited liability company form is if the sole proprietorship is making taxable income 

above 104 million L.B.P as any transformation to the limited liability companies of a sole 

proprietorship that is not making taxable profits higher than 104 million will result in a 

compromise in their annual income tax rate as it will increase. And this will be the main 

reason that will halt the mass emigration from the sole proprietorship firm to limited 

                                                           
1 5 7 MP Rola Tabsh Jaroudy, a statement to Al-Hadeel magazine, March 8th 2019, www.alhadeel.net [last 

visited 2 February 2021] 
1 5 8 Article 32 of the legislative decree no. 144 of 12 June 1959 amended by law no. 64 of 20 October 

2017. 
1 5 9 Article 32 of the legislative decree no. 144 of 12 June 1959 amended by law no. 144 of 31 July 2019. 

http://www.alhadeel.net/
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liability company form in Lebanon, as at that point the extra protection of private assets 

will come at the cost of a higher annual tax rate, but nonetheless, there will be a big wave 

of business form transformation in the Lebanese market from the sole proprietorship to 

the limited liability companies form. 

The second impact of the introduction of the limited liability companies in the 

Lebanese commercial code is the decrease in some expenses of the limited liability 

companies that are already established, as the new regulations regarding the publishing 

are relaxed which reflect a decrease in expense that might help some Lebanese companies 

make higher profits, luring and encouraging the individual to start businesses in this form 

thus helping in stimulating and growing the economy. 

The third one concerns the new potentials of this concept in helping the start-up 

sector in Lebanon to grow and develop. And since most often the new businesses that are 

established by individuals with small and limited funding are ones concerning new 

software solutions and mobile applications. Thus the person that created the software does 

not need to search for a new partner to form a limited liability company with him in order 

to start his business and protect his personal assets. And this fact shows the high potential 

of the new concept of sole partner limited liability company of stimulating the start-up 

market in Lebanon that in itself has the potential to exponentially grow into a big or giant 

business thus helping the Lebanese economy to grow and develop. And this potential is 

not limited to the technology sector, as lots of small creative ideas outside the technology 

might benefit from the limited liability company with a sole partner to be able to become 

a business idea. 

The second concept introduced in this amendment that has an impact on the local 

business market is the electronic means on different aspects of the commercial code. 

These aspects are in the number of four, first the electronic bookkeeping, second 

the electronic trade registry, third the electronic attendance in the different meetings in 

the companies (assemblies, board meetings), and fourth the acknowledgment of the 

electronic platforms used by the companies. 

The most important features or advantages of the electronic means, in general, are 

faster and easier operations, and this drives the international effort to develop new 

technologies worldwide, as the main interest is to make the life of humans easier and near 

effortless and increase the speed of travel of the humans and the information. 
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These advantages are mirrored in the influences of the integration of technologies 

in the commercial code by the legislators, as one of their objectives for the amendment 

was to ease the transactions and operations and management of the companies and the 

businesses in general. 

The electronic bookkeeping the legislators introduced in article 16 of the 

commercial code will now help in making the accounting aspect of the business 

management easier, faster, and more secure, as the electronic means can be programmed 

for example to prevent any modification of the accounting data by an unauthorized 

person. And these latter features shall be taken into consideration by the minister of justice 

when preparing the decree that will define and determine the features of the application 

that will be used by businesses pursuant to article 16’s provision. The introduction of the 

electronic means will help the medium and big businesses of Lebanon to ditch their books 

that take spaces in their archive rooms and might get easily damaged by a fire or drink 

spillage for example in favor of a computer that is more compact, easy to use and faster 

to retrieve information from, and that helps them get forward and develop their book-

keeping process leaving the manual, slow, process of book-keeping behind. 

The transformation of the trade registry from a manual, paper-based registry to an 

electronic registry that will be publicly accessible through the internet1 6 0 is likely to have 

a significant impact on the transparency and the pace of information retrieval, and the 

pace and ease of the publishing procedures. This will help in monitoring the financial 

situation of the companies in Lebanon thus having a more accurate perception of the 

Lebanese market development by the local investors and even the local business 

enthusiasts. It will also help the small businesses in accomplishing their legal procedures 

required concerning the registration and publishing right from their small office or even 

homes easing their work and leaving them with much fewer worries of going through all 

the complicated bureaucracy of the manual registry, and this is a very important point that 

the legislators took into consideration to encourage the small and new ambitious persons 

who want to start their business but are concerned about the bureaucracy and the legal 

procedures required, to start their businesses swiftly. And finally, it will help prevent the 

loss of documents or files that tends to happen in the trade registries because everything 

will be stored on servers and data centers. 

                                                           
1 6 0 Article 98, commercial code. 
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 The legislators established a principle of attendance via video call for the 

shareholders to the general assemblies whether ordinary or extraordinary and for the 

board member to the board meeting. But the legislators tied this principle to some general 

conditions, of them the obligation that the connection is stable, secure, and reliable, the 

obligation that the company’s article of incorporation allows it, and that this attendance 

is prohibited if the meeting is discussing the annual financial data of the companies. And 

we believe that this prevention is necessary in order to protect the objective behind 

introducing technology to the commercial code that is faster transactions and operations 

and procedures and to protect the process of preparing and adopting the financial data and 

reports from any issues that might happen such as bad video call connection or delays, 

that will result in disputes and claims in courts that will lead to hampering this very 

important yearly process that is tied with transparency. This new right of attending 

meetings remotely will have an immense impact on the productivity of the Lebanese 

companies increasing it and preventing any time loss due to traveling to the meeting 

location.  

Indirectly, the legislators, in the article’s 100 new provisions, acknowledged the 

right for the company to issue electronic documents thus to have an electronic platform. 

And this right has a lot of advantages. As the companies might now start to transform its 

work to fully electronic work, in the form of electronic shops for example, or electronic 

service rendering if it is possible, (remote IT assistance, consultations, etc…). Although 

prior to the amendment, electronic shops were present in Lebanon, they were small 

market pages that display their products online and take orders and deliver them. Now 

with the full legal acknowledgment and support that will definitely come through as the 

jurisprudence will expand the explanation of this article to give full protection and support 

to online or electronic business, these type of businesses will thrive and develop and grow 

thus helping in increasing the Lebanese economy’s volume.  

The third group of modifications that has a major impact on the Lebanese 

economy is the modifications on the liabilities, the crimes, and the authorities of different 

players in the company’s field. The legislators introduced numerous modifications in the 

authorities, crimes, and liabilities in this amendment in order to protect the companies 

and the investors from any mistakes or abuse of power or any other action that might 

harm their interests. 
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The list of modifications regarding this matter is long, thus we will talk about the 

most important modifications that had the biggest influence on the Lebanese business 

field. 

First, we will start with the two new crimes that the legislators introduced: the 

abuse of the company’s assets (article 253-1) and the second is the issuance of fraudulent 

financial data of the company in order to hide its real situation (article 253-2).  

The first crime will result in stricter management of the company’s assets because 

the person that has the power to control these assets will be more careful and precise in 

managing the assets. After all, any abuse will lead him to be prosecuted. And this also 

expands to include the second crime, the issuance of fraudulent financial data of the 

company to hide its real situation, as the persons responsible for preparing and 

scrutinizing, and voting these data will become more and more precise with their numbers 

and more transparent in sharing the financial situation of the company. This will result in 

more reassurance of the local investors as the shareholders and the company’s creditors, 

who are the most interested persons and the persons targeted by this increased protection, 

that the company will run normally its business and that it will not run into financial 

difficulties caused by factors not in relations with the company’s business operations and 

transactions, maintaining general minimum stability in the company’s field. And the most 

important impact of the modification concerning the crimes is that now these crimes 

englobe all the companies of all form and not like the old crimes that were specific to a 

certain form or action, and this will be very helpful in maintaining the transparency of the 

management and the integrity of the companies. 

Second, regarding the civil and administrative liability, the legislators further 

increased these liabilities notably on the president of the board of directors and the general 

manager. This will result in stricter management of the companies and increased care of 

the managers in doing their jobs and seek the company’s interests as they are more prone 

to be prosecuted by the shareholders for any administrative mistake they commit, and will 

also result in increasing the integrity of the company’s operation and management, 

leading to increased transparency. 

Third, the legislators defined the scope of the authorities of every managerial 

position within the companies, especially the joint-stock company. And although it is a 

small detail, but has a significant influence on the operation of the companies in the future. 

This detailed determination of the authorities within a company’s management will 
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reduce any dispute resulting from interference or overlapping between different 

managerial positions in the company, thus will facilitate the operation of the company 

reducing the time lost because of authorities dispute and increasing the standards of the 

Lebanese commercial law in corporate governance matter. 

The legislators introduced different methods that will help the Lebanese 

companies pooling funds and facilitate their crediting attractiveness, on the national and 

international level. We will leave the international instrument of credit for the next 

section, hereunder we will only talk about the national instrument of credit. 

The legislators introduced to the commercial law of Lebanon, in article 121-1 

onward, the notion of preferred shares, that is, as we previously showed, more of a 

crediting instrument than a real share. 

The importance of the preferred share is that it gives the joint-stock companies an 

attractive tool to attract creditors to invest in them, thus helping them increase their funds 

and grow their business. And on the large scale, this will help the money circulate faster 

in the economic cycle of Lebanon, as the Lebanese investors will be tempted to invest 

their money in the Lebanese companies because of all the advantages they get from the 

new preferred shares that these companies may issue and because these types of shares 

will let them have returns on their investment without having to deal with management 

issues that may arise during the period of being owners of these shares. 

The legislators also regulated the notion of Global depository receipts to the 

business sector of Lebanon. This will be extremely helpful for Lebanese businesses on 

two fronts, the internal and the international ones. Hereunder we will cover the influence 

of the global depository receipts on the national level leaving the international level for 

the next section. 

The global depository receipt is, as already set forth herein above, not a new 

concept in the Lebanese market, as banks already had access to this concept since 19991 6 1. 

Thus the expected impact of the global depository receipt is at least the same impact that 

it had on the Lebanese banks if not more. And since the Lebanese banks saw important 

success pooling funds thus expanding and developing their operations1 6 2, it is very likely 

that the Lebanese companies will see this success too. In fact, and because of the financial 

                                                           
1 6 1 Basic decision of the Lebanese Central Bank no. 7431 of 29 October 1999. 
1 6 2 Wael Nazir Obeid, Gobal depository receipts in Lebanon: financial and legal aspects, page 19-21, 

American University of Beirut, September 2004. 



62 
 

crisis Lebanon is going through, the Lebanese companies, notably the large ones, will 

heavily rely on the global depository receipts to get funds that will help them overcome 

the financial difficulties they are going through because it is the most attractive solution 

to pool money from outside without losing the control over the company. And this in its 

turn, will help the overall Lebanese economy by slightly helping to rebalance its balance 

of payment and increase the foreign currency circulation in the Lebanese market, 

stimulating the economy and helping it to recover and grow.  

Finally, regarding the standards the legislators has introduced in order to settle the 

disagreements on the explanation of certain legal points that were debated for so long in 

courts, the legislators filled a lot of gaps that were present in the old provisions of the 

commercial code by introducing the solutions of the jurisprudence and the doctrine in 

these matters that were considered the standard answer to these debated legal points; they 

determined the basis of the nationalities of the companies, they determined when the 

company is granted the moral personality, they determined the fate of the moral 

personality of the company when it changes its form, they determined the liabilities of 

the persons who worked for the company’s name before being fully established, etc… 

and although these standards does not have a direct impact on the business field in 

Lebanon and the Lebanese economy, it surely has an indirect influence on the speed of 

doing business in Lebanon, as the numerous debatable issues that we mentioned and other 

issues that were settled by the legislators in this amendment are now clear and outright 

minimizing any legal debate that may arise as a result of any issue that may hit the 

business in its daily operations notably if brought before the court, thus helping the 

business clear their way from any debatable legal obstacle to focus on developing and 

growing. And the fact that the legislators cleared the commercial code from the legal 

points that were constantly debated in courts and doctrinal scripts by settling them with 

the widely used solution for each of them will increase the trust in the Lebanese business 

system by investors as they will see the system as clearer and more stable making them 

immune from any out-of-consideration legal dispute and challenges as they will have a 

clearer vision to what legal challenges may be waiting for them thus they can prepare to 

tackle them in advance. 

All the aforementioned influences and impact of the new standards introduced to 

the code of commerce on the Lebanese economy and the national business field are taken 

from a legal point of view, as the economic point of view and the real impact will be, as 
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we have previously elaborated, very hard to determine due to the economic crisis Lebanon 

is facing months after the amendments were voted until now. 

But nonetheless, we could clearly see that these standards will vastly improve the 

way business is handled in Lebanon and will help in growing and developing the economy 

overall, by improving the corporate governance, increasing the foreign currencies 

circulation, increasing the pace of the business procedures whether they are legal 

procedures or administrative ones, helping the business sector in Lebanon become clearer 

for the entrepreneurs by clearing all the disputed legal points thus encouraging them to 

take more risks in the Lebanese business which in its turn will be translated into more and 

more profits thus growth to the Lebanese companies thus helping expanding the overall 

business sector in Lebanon, increasing the transparency of the business sector helping in 

stabilizing the sector in the long term and making it even easier for the investor to invest 

in as they can have access to all the financial data they need to choose their investment 

strategies, giving several solutions for the small businesses to grow and for the persons 

that have ideas and want to invest them economically which in its turn will also help the 

Lebanese economy grow and expand and prosper. 

3.2.b The influence of these standards on the Lebanese businesses' 

competitiveness in the international field.  

The competitiveness of the Lebanese business sector in the international field was 

significant in the past, as the Lebanese regulations that govern the businesses in Lebanon 

were identical to that of the French one and the Lebanese legislators kept improving these 

regulations adding to them notions and concepts throughout the years, as we have 

mentioned before, maintaining a steady evolution of these regulations with the 

international norms and business concepts.  

But during and after the Lebanese civil war, and until this amendment of 2019, 

Lebanon froze the evolution of the concepts and notions of its commercial law, and this 

resulted in leaving Lebanon behind in term of business evolution and development in 

comparison to other countries, notably Arabian countries, that emerged in that time and 

began to be considered as the most important markets in the Arab world such as the 

Kingdom of Saudi Arabia, Egypt, and United Arab Emirates. 

But we insist that the most significant fact that caused Lebanon to lose its 

attractiveness in the business field internationally and in the Arabian region is the 

continuous political instability and the lack of national security and safety. And, in order 
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to keep our legal study of the amendments of the commercial law objective, we will not 

consider any influence of the political instability and the lack of security over the 

competitiveness of the Lebanese market and the attractiveness of the Lebanese business 

field. And thus, to study the impact of the new standards and notions introduced by the 

legislators to the commercial code on the international competitiveness of the Lebanese 

business sector, we will compare these notions to the regulations and legislation of other 

countries, to see if Lebanon was catching up on what he missed in these matters during 

the previous years, or if Lebanon managed to exceed some well-established regulations 

around the world.   

And since the new notions and concepts introduced by the legislators to the 

Lebanese commercial code are numerous, we will study some of them to get a general 

idea of the amendment’s impact on the international competitiveness of the Lebanese 

business sector. 

We will start with the introduction of the electronic means to the commercial code 

of Lebanon. 

The use of the electronic means in the Lebanese business was introduced to the 

Lebanese commercial code in four ways: the electronic bookkeeping, the electronic trade 

registry, the video conference attendance of the different meeting that is held by the 

shareholders and the board of directors, and the acknowledgment of the companies’ 

electronic documents. We will cover (1) the electronic bookkeeping and (2) the 

attendance of the various companies’ meetings via video conference. 

1- When it comes to electronic bookkeeping, it was the result of a natural evolution 

that came with the technological advancement that the world saw at the end of the 

twentieth century and the beginning of the twenty-first century, and several companies 

around the world started using it. The legislation around the world did not stay silent in 

this regard, and they started regulating it. For example, in the USA, the Internal Revenue 

Service, which is a US government agency responsible for the collection of taxes and 

enforcement of tax law, requires that the accounting records of the businesses shall be in 

electronic forms1 6 3. Lebanon, on the other hand, made electronic bookkeeping an option 

for the businesses that are not subject to V.A.T and compulsory to the ones that are subject 

to that mentioned tax. That means that the differentiation factor between the optional and 

                                                           
1 6 3 Internal revenue code section 7602(a), section 6001, Regulation 1.6001-1(a) and -1(e), Revenue ruling 

71-20 and Revenue Procedures 98-25, www.irs.gov [last visited 7 Mars 2021] 

http://www.irs.gov/
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the compulsory electronic bookkeeping is the annual income of the businesses. In Turkey, 

for example, electronic bookkeeping is, by law, mandatory for some types of businesses 

starting in 2014, and the businesses are understood to be the ones of the tobacco, alcohol, 

petroleum, and mineral oil sectors with a minimum gross sale revenue number1 6 4. In the 

Kingdom of Saudi Arabia, electronic bookkeeping is optional no matter the form of the 

business and no matter its revenue number, and it was legally allowed since 19891 6 5. 

Thus, in electronic bookkeeping, we can deduce that there are three movements 

regarding its regulations, mandatory electronic bookkeeping no matters the form or the 

financial data results of the business, the optional electronic bookkeeping no matter the 

form or the financial data of the business, or the hybrid that subject the businesses to the 

electronic bookkeeping according to predefined numbers of its financial status or by its 

forms or the goods or services it provides. Lebanon has chosen the moderate, hybrid form, 

using only the financial numbers as a distinguishing factor between mandatory or optional 

electronic bookkeeping. But we can clearly see that, in the notion of bookkeeping, 

Lebanon was catching up with other legislations, thus introducing the electronic 

bookkeeping concept a little bit late regarding the other countries. 

2- When it comes to the meetings’ attendances via video conference, this concept 

saw light in the late ‘80s but mainly in the ‘90s and ‘00s in different countries around the 

world, and it is, as the electronic bookkeeping, a natural evolution that came with the 

technological advancement made in that time. And in the case of meetings’ attendance 

via video conference, it was sought by businessmen around the world because of its speed 

and practicality. And this pushed the legislators around the world to introduce it to the 

legal framework of business. In the USA, notably in the state of Delaware, it was legally 

introduced in 2000 when a law was passed to allow the corporations to host meetings 

electronically 1 6 6. Australia and England also allowed such forms of attendance of 

companies’ meetings in the late ‘80s for Australia1 6 7 and early ‘90s for England1 6 8 as per 

their case law1 6 9. On the other hand, Arabian countries were late to introduce it or accept 

                                                           
1 6 4 Ayse Yigit Sakar and Evren Ayranci, Attitudes towards e-bookkeeping in Turkey: Initial research, 

International Journal of Academic Research in Accounting, Finance and Management Sciencs, volume 4, 

no. 1, January 2014, p. 52-66. 
1 6 5 Article 2, Law of commercial books, Royal decree no. M/61 of 27 June 1989. 
1 6 6 Lisa M. Fairfax, Virtual Shareholder Meetings Reconsidered, Seton Hall L. Review, page 1367, 2010. 
1 6 7 Swiss Screens (Austl.) Pty Ltd & Anor v. Burgess & Ors, 11 ACLR 756, 1987. 
1 6 8 Bying vs. London Life Insurance, 1 CH 170, 1990. 
1 6 9 Elisabeth Boros, Virtual Shareholders Meetings, page 6-7, Duke Law & Technology review, no. 8, 

2004. 
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it. United Arab Emirates’ commercial companies law1 7 0, for example, does not explicitly 

allow for the general assembly to be held virtually by video conference, but it seems that 

it is allowed to so if the article of partnership/corporation allows it or if the shareholders 

pass a written resolution of consent to hold such type of meeting1 7 1. Therefore, basically 

the UAE did not legally introduce it until now, but their law is flexible enough to allow 

it. Egypt introduced the right for the companies to host shareholders’ meetings via video 

conference in 20181 7 2. The Kingdom of Saudi Arabia legally allowed the attendance via 

video conference of the various companies’ meetings in 20161 7 3. 

And since Lebanon introduced the video conference attendance in the amendment 

of 2019, we can conclude that Lebanon was late to introduce it in comparison to the 

developed nations particularly such as the USA, Australia, and England, but was not so 

late in comparison to other Arabian countries who legally allowed it one to three years 

before Lebanon. Therefore, Lebanon was catching up on other countries' regulations 

regarding this matter. 

Now we will proceed by talking about the new notions introduced concerning 

transparency. And concerning this subject, we will focus our international comparison 

into two main modifications in relation to it (1) the obligation to register all the 

shareholders and partners of a company in the trade registry and the registration of the ID 

of the holders of the economic rights; and (2) the removal of the bearer and to order form 

of shares from the shares that may represent a portion of the capital of a joint-stock 

company. 

1- Concerning the obligation to register all the shareholders and partners of a 

company in the trade registry and the registration of the ID of the holders of the economic 

rights, this was a response to the international trend that focuses on the transparency 

regarding the owners of the companies and the persons controlling and benefiting from 

the companies. This trend was first established on an international level in the G8 

members’ summit of June 2013 that recommended several core principles pushing for 

                                                           
1 7 0 UAE Federal law no. 2 of 2015, UAE’s commercial companies law. 
1 7 1 Rima Mrad, United Arab Emirates: Virtual attendance of shareholders and board meetings, 2 April 

2020, www.mondaq.com [last visited on 10 Mars 2021] 
1 7 2 Law no. 4 of 2018 published in the Egyptian official gazette on 16 January 2018 amending the 

Egyptian Companies Law no. 159 of 1981. And decree no.106 of 2020 issued by the general authority for 

investment and free zones regulating the virtual meetings of the Egyptian companies incorporated under 

the law no. 159 of 1981 and the investment law no. 72 of 2017. 
1 7 3 Article 8 onward, regulatory rules and procedures issued pursuant to the company’s law relating to 

Listed Joint stock companies, resolution no. 8-127-2016 of the capital market authority of the KSA. 

http://www.mondaq.com/
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increased transparency in the control and ownership of companies and their shares, of 

these principles: 

“Companies should know who owns and controls them and their 

beneficial ownership and basic information should be adequate, accurate, and 

current. As such, companies should be required to obtain and hold their beneficial 

ownership and basic information, and ensure documentation of this information 

is accurate. Beneficial ownership information on companies should be accessible 

onshore to law enforcement, tax administrations and other relevant authorities 

including, as appropriate, financial intelligence units. This could be achieved 

through central registries of company beneficial ownership and basic information 

at national or state level.[…]. Some basic company information should be 

publicly accessible.”1 7 4  

 And this launched the international trend of registering all the owners of the 

companies' shares and the owners of the economic rights in centralized registries whether 

privately held or publicly held, nationwide or regional. Of the countries that implemented 

this solution are Canada, China, Brazil, etc… 1 7 5. The Lebanese legislators who 

implemented this solution also introduced the disclosure of the holders of the economic 

rights, that was directly taken from this international trend, without defining who is the 

economic right holder in the companies in the commercial code, the definition of the 

economic right holder was given by the ministry of finance1 7 6, and this leads us to 

determine that the Lebanese legislators sought the implementation of the highest 

international norms into the commercial code but did that blindly without making sure 

that the new concepts and notions are homogenous with the Lebanese legal framework of 

businesses. 

 Nevertheless, Lebanon by implementing the obligation to register all the 

shareholders and partners and the economic right holders of a company in the trade 

                                                           
1 7 4 G8 Action Plan Principles to Prevent the Misuse of Companies and Legal Arrangements, 2013 Lough 

Erne Summit, Lough Erne, Northern Ireland, United Kingdom, June 18, 2013, www.g8.utronto.ca [last 

visited on 10 Mars 2013] 
1 7 5 Nancy Hamzo, Bonnie Tsui, Olivia Lysenko, Paula Sarti, Global transparency trends and beneficial 

ownership disclosure: Corporate governance laws and regulations 2020, Baker McKenzie, 14 July 2020. 

www.bakermckenzie.com [last visited 2 Mars 2021] 
1 7 6 Article 1 of the Decision no. 1472/1 of 27 September 2018 “the determination mechanism of the 

economic right holder”, published in the official gazette issue no. 43 of 4 October 2018. 

http://www.g8.utronto.ca/
http://www.bakermckenzie.com/
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registry that is a public regional registry in Lebanon with public access managed to exceed 

the disclosure requirements applicable in the European Union1 7 7. 

2- Second, concerning the removal of the bearer and to order shares from the forms 

of shares that represent the capital of a company, this was also an international trend that 

countries around the world started to implement in their regulations to fight corruption, 

tax evasion, money laundering, etc…This trend was also internationally established in 

the G8 members' summit of June 13 that recommended several core principles pushing 

for transparency of the control and ownership of companies and their shares, and of these 

principles: 

“[preventing] the misuse of financial instruments and of certain 

shareholding structures which may obstruct transparency”1 7 8 

 Lebanon was somehow fast in implementing this into its regulations, as it took 

him three years to do it1 7 9, but this time, concerning the amendment of 2019, he corrected 

the matter in the commercial code by permanently removing the notion of bearer shares 

and to order shares from it. And as the United Kingdom eliminated the bearer shares in 

20151 8 0, and Egypt did so in 20181 8 1, we may conclude that Lebanon was not dramatically 

late in doing so, in contrary he did it fast enough in comparison to other Arabian countries. 

 In term of the impact of the implementation of the international trends regarding 

transparency in business matters, we believe that the fast implementation of these 

international concepts by the Lebanese legislators into the Lebanese commercial code, 

proves the will of the Lebanese legislators to keep the transparency standards high and 

on par with the international standards in order to attract foreign investors and thus 

increase the competitiveness of the Lebanese business field on the international level, and 

their will of keeping Lebanon an attractive business hub in the Arabian region.  

 Regarding the standards and notions that the Lebanese legislators introduced to 

improve the corporate governance, they are numerous, thus we will only cover four 

modifications in this matter: (1) the right to split a share between a bare owner and a 

                                                           
1 7 7 Nisrine Salhab, Corporate governance in the code of commerce, 3 July 2019, www.eiglebanon.org 

[last visited 2 March 2021] 
1 7 8 G8 Action Plan Principles to Prevent the Misuse of Companies and Legal Arrangements, 2013 Lough 

Erne Summit, Lough Erne, Northern Ireland, United Kingdom, June 18, 2013, www.g8.utronto.ca [last 

visited on 10 Mars 2021] 
1 7 9 Law no. 77 of 2016, the cancelation of the bearer shares and the shares to order. 
1 8 0 Small business, enterprise and employment act 2015 (SBEEA 2015). 
1 8 1 Law no.17 of 2018, amendment of some provisions of the capital market law no. 95 of 1992. (Egypt) 

http://www.eiglebanon.org/
http://www.g8.utronto.ca/
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usufruct right holder, (2) the removal of the double voting rights, (3) the right for non-

shareholders to be members of the board of directors, and (4) the right for the companies 

to split the positions of general manager and the president of board between two persons. 

1- Starting with the right to split the share between a bare owner and a usufruct right 

holder, this right was already applied in the practice even before the amendment of 2019, 

as we have seen earlier, but the legislators formally introduced it to the commercial code 

in order to regulate it. Adding to that, the legislators introduced it to the commercial code 

in order to fulfill their will of introducing the norms applied internationally to the 

commercial code. And the fact that the split of share between bare ownership and usufruct 

right holder is now fully regulated by the law puts Lebanon on par with other countries 

that accept this kind of split of rights over the companies’ shares like France1 8 2, Turkey1 8 3, 

Romania1 8 4 , and others. 

As for the Arabian region, particularly Egypt and the Kingdom of Saudi Arabia, 

it does not seem to be a clear provision in the companies’ law of the two countries that 

mentions the usufruct right holder and the bare ownership of a company’s shares. As a 

result, we can say that Lebanon was advanced in accepting this solution in the practice 

and implementing it in the code in comparison to the Arabian countries particularly Egypt 

and the Kingdom of Saudi Arabia, but lacked behind other countries in term of regulating 

it by implementing it in the code. 

2- Concerning the double voting right, that the legislators removed in the amendment 

of 2019, the majority of the countries around the world do not grant this right. Lebanon 

implemented this right since the issuance of the commercial code in 1942, as he issued 

the commercial law of Lebanon with notions, principles, and concepts that were inspired 

by the French commercial law that have the right of double votes per share in certain 

conditions. And as the international norms regarding this matter are that each share has 

one vote and no one has a double voting right Lebanon implemented that and removed 

the double voting right, homogenizing with the international principles governing this 

matter. 

                                                           
1 8 2 Article L225-110 French commercial code. 
1 8 3 Article 794 Turkish Civil Code, Ali Ceylan, Turkey: Establishing Usufruct rights on joint-stock 

company shares, 24 August 2015. www.mondaq.com [last visited 12 March 2021] 
1 8 4 Florin Constantinescu, considerations with regard to the usufruct over the right of vote as guaranty 

applied in the business activity, challenges of the knowledge society, Bucharest, page 143 paragraph 2.4, 

2016. 

http://www.mondaq.com/
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In the Arabian region, the matter is treated in two ways, either the double voting 

right is prohibited completely such as in the Kingdom of Saudi Arabia where the 

companies law does not grant the double voting right, or the double voting right is not 

granted automatically and the conditions of granting it and the fact that grant it or note 

for the shareholder is up to be decided by the article of incorporation1 8 5. 

In this matter, we believe that Lebanon adopted the widely spread solution of 

prohibiting the double voting right and not the more flexible solution adopted in Egypt. 

And that increases the competitiveness of the Lebanese business sector but, in this 

particular matter keeps it behind the Egyptian one. 

3- The Lebanese legislators introduced a new concept to the commercial code of 

Lebanon, which was present in the laws of other countries in the world since long time 

ago. This concept consists of letting non-shareholders become members of the board of 

directors. Several countries, as we have previously elaborated, allows a non-shareholder 

to become a member of the board of directors, of them, internationally, is France1 8 6 for 

example. In the Arabian region the matter is present in several forms: as in the Kingdom 

of Saudi Arabia the Saudi law of companies allows a non-shareholder to become a 

member of the board on condition that he shall be nominated to this position by a 

shareholder1 8 7, Egypt does not explicitly mention the right for a non-shareholder to be a 

member of the board, but, on the other hand, does not explicitly prohibit it1 8 8, Tunisia in 

its turn explicitly allows it1 8 9. Thus we can say that Lebanon was catching up in this regard 

to other countries’ legislations, and becoming on par with them notably the Arabian 

countries, as he implements the solution adopted by Tunisia, making it better than the 

Saudi and Egyptian solutions as it is unconditioned as opposed to the Saudi solution and 

clearly allowed by the law as opposed by the Egyptian solution. 

4- And last, regarding the new standards and notions that the legislators introduced 

concerning corporate governance, is split of positions between the presidency of the board 

of directors and the general manager positions. This notion wasn’t even allowed in 

practice in Lebanon as it was contradicting the public order as we have seen earlier, 

therefore the introduction of this right marks the establishment of this concept in the 

Lebanese business market notably the Lebanese joint-stock companies. The international 

                                                           
1 8 5 Article 35, Egyptian law of companies. 
1 8 6 Article L225-17 and L225-18, French commercial code. 
1 8 7 Article 68 section 2, Saudi law of companies. 
1 8 8 Article 77, Egyptian law of companies. 
1 8 9 Article 189, Tunisian law of companies. 
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norm regarding this matter is the possibility to split between these two positions and thus 

appoint one person in each of the two positions. France adopted this solution since 

20011 9 0, it gave the power to the board of directors to choose between combining the two 

positions or splitting them. In the Arabian region, Tunisia implemented this solution in 

its law 1 9 1, the Kingdom of Saudi Arabia also implement this split, moreover, it is 

originally prohibited in Saudi Arabia to combine between these two positions, as it is, by 

law, prohibited to combine between the presidency of the board of directors and any other 

executive position1 9 2, Egypt law allows the board to appoint a general manager who is 

independent of the president of the board1 9 3.  

Therefore, Lebanon, by allowing the split between the two positions only if the 

article of incorporation allows it took a more restrictive approach than France and a less 

restrictive approach than Saudi Arabia, but overall Lebanon was catching up in this matter 

to the international norms and Arabian regulations regarding this matter. 

Now we move to the notion of sole partner limited liability company. This concept 

is new and revolutionary in the Lebanese legal framework regulating business, as we have 

seen earlier, but this concept, elsewhere, was established and regulated. In fact, this 

concept was present in the countries adopting the theory of the patrimony of affection for 

a very long time1 9 4, and on the European level, it was adopted in 19891 9 5. And since then, 

several European countries introduced it in their commercial regulations like France1 9 6, 

and Belgium1 9 7. On the international level, some countries have this concept in their 

commercial regulations such as Brazil1 9 8 for example. In the Arabian region, several 

countries have also adopted this concept in their commercial regulations such as 

Tunisia1 9 9, the Kingdom of Saudi Arabia have elaborated more on this concept and 

developed it more by letting the government be the sole partner in a joint-stock 

company2 0 0, and allows every person to be the sole partner that establishes a limited 

                                                           
1 9 0 Law NRE of 2001, article L225-51-1, French commercial code. 
1 9 1 Article 200, Tunisian law of companies. 
1 9 2 Article 81, Saudi law of companies. 
1 9 3 Article 82 and 85, Egyptian law of companies. 
1 9 4 Irina Stefana Cibotariu and Eugenia Gabriela Leuciuc, The regulation of the limited liability company 

with a sole partner in the European union, Eco forum, volume 9, issue 2(22), 2020. 
1 9 5 The twelfth company law directive on limited liability companies with a sole partner, Directive 

89/667/ EEC of 1989./ Irina Stefana Cibotariu and Eugenia Gabriela Leuciuc, The regulation of the 

limited liability company with a sole partner in the European union, Eco forum, volume 9, issue 2(22), 

2020. 
1 9 6 Article L223-1 onward, French commercial code. 
1 9 7 Article 1:1, Belgian code of companies and associations.  
1 9 8 Article 980-A, Brazilian civil code. 
1 9 9 Article 148 onward, Tunisian code of companies. 
2 0 0 Article 55, Saudi law of companies. 
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liability company2 0 1. Egypt, which was prohibiting this concept in its legal system, has, 

as Lebanon did, introduce it to its legal framework regulating the companies field in 2018 

when it amended its companies law2 0 2. Lebanon, which introduced this concept in 2019, 

was catching up to the international standards in this matter but was not too late in 

comparison to Egypt for example. 

Finally, we will cover the notion of Global Depository Receipts. This notion in 

itself results in a Lebanese advantage in the international field, as it opens the horizon for 

the Lebanese companies to compete directly with other companies in big international 

financial markets and stock exchanges. It also helps facilitate the foreign investments in 

Lebanon notably in the Lebanese companies as the foreign investors can now purchase 

and acquire and trade the Lebanese companies’ shares listed in foreign capital markets 

without having to enter the Lebanese capital market, and this increases the 

competitiveness of the Lebanese business sector as the investment in the Lebanese 

companies is now easier for the foreign investors. This concept started in the United State 

of America in 1927 where the first American Depositary Receipt was created for a United 

Kingdom based company 2 0 3, then Australian and South African companies issued 

Depository Receipts, then Japan, in the ‘60s had several companies issuing Depository 

receipts2 0 4, in the ‘90s several other countries also had companies issuing Depository 

Receipts such as Argentina, Brazil, China, India, Russia, South Korea, etc…2 0 5 Lebanon 

was also allowing the Banks to issue Depository receipts in the late ‘90s, as we have 

previously elaborated. In the Arabian region, Egypt regulated Global Depository Receipts 

since the year 20002 0 6, and the Kingdom of Saudi Arabia also allowed the issuance of 

Global Depository Receipts by its companies2 0 7. 

In Global Depository Receipts matter, Lebanon was somehow at the forefront of 

establishing the regulation regarding the Global Depository receipts in comparison to the 

Arabian countries although the Global Depository Receipts were only allowed to be 

                                                           
2 0 1 Article 154, Saudi law of companies. 
2 0 2 Law no. 4 of 2018 published in the Egyptian official gazette on 16 January 2018 amending the 

Egyptian Companies Law no. 159 of 1981. 
2 0 3 Manoj Kumar, Dpository receipts: Concept, evolution and recent trends, Paragraph II.2.1, IIMB 

Management Review Volume 15, page 37-47, 2006. 
2 0 4 Manoj Kumar, Dpository receipts: Concept, evolution and recent trends, Paragraph II.2.1, IIMB 

Management Review Volume 15, page 37-47, 2006. 
2 0 5 Manoj Kumar, Dpository receipts: Concept, evolution and recent trends, Paragraph II.2.1, IIMB 

Management Review Volume 15, page 37-47, 2006. 
2 0 6 Egyptian Law of depository and central entries of the financial securities no. 93 of 2000. 
2 0 7 Decision no. 2-86-2020 of 2020 issued in accordance to the capital market regulation that is issued by 

royal decree no. M/30 of 4 April 2003. 
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issued by banks in the late ‘90s, as for the other Arabian countries that allowed the 

issuance of global depository receipts they gave the authorization for all their companies 

and not only for the banks as Lebanon first did. But on the international level, Lebanon 

was very late to adopt this concept and integrated it into its legal framework governing 

the businesses. 

In light of the foregoing, we may conclude by stating that these new concepts and 

standards that the Lebanese legislators introduced to the commercial code of Lebanon in 

the amendment of 2019 were, in the majority, helping Lebanon align with the 

international best practices in terms of commercial law. As Lebanon, in all the new 

standards that we covered in this section, was trying to be on par with the international 

legislations, and it has hardly done anything significant enough to exceed the international 

standards in these legal concepts, with the exception of transparency when it comes to 

implementing the obligation to register all the shareholders and partners and the economic 

right holders of a company in the trade registry that has public access. 

On the regional and Arabian front, however, Lebanon caught up to some 

legislations such as Tunisia, for example, is several concepts, and some other concept 

managed to exceed the standards of some other Arabian legislations such as regulating 

the video attendance of the meetings in comparison to the regulations of the United Arab 

Emirate as we saw, and in the matter of splitting share rights between the usufruct right 

holder and the bare owner. 

Nevertheless, we believe that the amendment of the commercial code in 2019 and 

its new concepts and standards that were introduced with it to the Lebanese business 

sector, even if the majority of the concepts and notions introduced were only to bring 

Lebanon’s legislation regarding these matter on par to the international and regional 

legislations, will have a significant impact on the Lebanese business field as it will help 

Lebanon attract foreign investors more easily now as the new regulations became 

homogenized with the international and regional standards thus it will increase the 

competitiveness of the Lebanese businesses field internationally and most importantly 

regionally. And this hypothesis can be further consolidated by the fact that the Lebanese 

legislators did not introduce any modification that might decrease the attractiveness of 

the Lebanese business sector for foreign investments and that’s a very solid ground for 

the legislators to launch from any subsequent amendment of the commercial code in the 

future. 
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But, although there is an increase in the competitiveness of the Lebanese business 

sector internationally and regionally, we believe that this increase is not enough for the 

Lebanese business sector to be the main business attraction in the region, especially that 

the gulf countries constitute now the main attraction for foreign investments in the region 

and that Egypt’s business sector is now growing and developing in an impressive pace, 

and these countries are going to pose a serious challenge to the Lebanese ambition to 

regain the position it once had as an important business hub in the region. 

3.3 The notions, concepts, and provisions that the Lebanese 

legislators should have added or modified in our opinion. 

Despite all the praise the legislators had for their amendment of the commercial 

code because of all the positivity it had in its influence on the overall Lebanese economy 

and particularly on its business sector, the legislators could have done even better in its 

overhauling of the business regulations in Lebanon.  

In fact, these amendments leave much room for improvement, as the legislators 

missed some important modifications and addition, that could have helped the Lebanese 

business regulations even more in influencing and pushing for a more developed economy 

and increase its growth rate and help make the business sector in Lebanon whether on the 

national or international level more attractive for investors and entrepreneur and basically 

any person who have any idea that could potentially be an economic asset and wants to 

invest it. 

These missed amendments are countless, as they can grow as much as there can 

be economic strategies and visions over the business regulations, and, as much as there 

could be legal concepts governing the economy and business sector. In addition to that, 

some modifications or additions are debatable and could be easily criticized. For that 

reason, we will, hereunder, briefly enumerate some of these missed modifications, 

notions, concept, and criticize some of the new provisions: 

 The second paragraph added to the article’s 844 COC provision, in order to allow 

the creation of a company by one person. This addition is not perfect as it still 

holds the contractual concept of the company although the sole person companies 

are closer to the institutional concept of the companies than the contractual one. 

And we suggest that the whole definition of the company should have been 

modified, to implement this revolutionary concept into the Lebanese legal system. 
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 The Lebanese legislators should have separated between the companies and the 

other business matters by creating a company’s law that regulates everything 

related to companies, and keep everything related to traders and trading and other 

commercial operation in the commercial code. 

 Establish a commercial procedures law or establish some specific procedures for 

commercial lawsuits in order to make the procedures regarding the commercial 

disputes faster, because as we all know the Lebanese civil procedures are slow, 

and business requires speed in transactions and operation. For example, if there 

has been a dispute regarding a collection of commercial debt, this shall have a 

special fast procedure that makes us reach a final decision regarding it in less than 

a year. 

 The amendment lacked any regulation clearly accepting all the electronic means 

for proofing, or at least regulates the electronic proofs in commercial disputes, 

although the Lebanese civil procedures code leaves the proof in commercial 

matters free, we believe that these electronic means shall be regulated and not 

leave it for the judges to decide it case by case, as it will increase the stability in 

business relations now that the majority of transactions and operations are done 

electronically. And in electronics matters, the legislators should have also added 

regulations regarding the e-signatures and the e-transactions. 

 The legislators should have “cleaned” the code, they should have reorganized the 

sequence of articles’ numbers that was messed up by the several previous 

amendments and addition to the code. 

 The amendment, and since it modified a lot of fines and penalties in the code, 

should have switched all the fines and penalties amount from being determined 

by a defined amount of money to being defined by a multiple of the official 

minimum salary, continuing on the trend he did in this amendment with the 

companies’ crimes he added to the code and determined the fines in it by multiples 

of the minimum salary. 

 The legislators added the notion of the economic right holder to the commercial 

code when they compelled that the holder of the economic rights in the companies 



76 
 

shall be registered in the trade registry, but they did not define the notion and did 

not mention the mechanism of determining if a person is an economic right holder 

in a company or not, leaving the person seeking this information searching in the 

thousands of decision issued by economical and financial authorities if he don’t 

know that the definition is given by the ministry of finance2 0 8. 

 Although the legislators gave the right, even compelled the joint-stock companies 

to apply the post establishment procedures of registering and publishing the 

company in the trade registry electronically, they allowed this only for the joint-

stock companies, and although the previous provisions of article 11 of the limited 

liability companies subjected this form of company to the provisions of the joint-

stock companies regarding the publication and registration in the trade registry, 

the new provision freed the limited liability company from this tie with the joint-

stock company on the detriment of it losing the right to apply the new provisions 

of the electronic publishing and registration of the joint-stock company. Thus, the 

legislators are invited to allow all the form of companies to be registered and 

published in the trade registry electronically, especially the forms used by small 

business or the limited liability company form that is now a sole person company, 

as this will greatly help in the establishment of small business in Lebanon. 

 The public availability of the electronic trade registry should have been integrated 

into the general provisions of the trade registry and not in the provisions of article 

98 of the joint-stock companies. 

 The application of e-bookkeeping shall have been regulated in a different matter 

than being regulated by a ministerial decree from the minister of justice, it should 

have been regulated by a ministerial decree from the finance minister as the 

finance ministry will deal more with this e-bookkeeping in mater of taxes than the 

justice ministry, and because the finance ministry knows well what a bookkeeping 

application needs and what it shall contain because of the employees in it that 

have more experience in accounting and economics and finance than those of the 

justice ministry. 

                                                           
2 0 8 Article 1 of the Decision no. 1472/1 of 27 September 2018 “the determination mechanism of the 

economic right holder”, published in the official gazette issue no. 43 of 4 October 2018. 
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 The new provisions of article 101 added annual reports to be prepared and voted 

by companies and the legislators did that to increase the security and trust and 

transparency of the company’s operations and transactions and management. But 

these added reports will now take much more time to be prepared, and they might 

cause a delay in preparing and publishing the financial data of the companies since 

they shall be prepared and published altogether. 

 The legislators did not mention the fate of the employees in the provisions of 

mergers and split-ups, nor their wages and salaries. 

 The maximum number of members of the board of directors in the joint-stock 

companies remained 12, and this number should have been increased to cope with 

the new merger provisions and to ease the merger operations. 

 The notion of preference shares is an excellent addition to the commercial code 

of Lebanon but we believe as we saw earlier that they should have been called 

credit securities with preferences or bonds with preferences to keep a clear 

distinction between them and the shares with preferences of article 110. 

 The legislators, when dealing with the maximum number of simultaneous 

positions that a person can hold in different companies in article 154, should have 

taken into consideration that the workload a person that is a president of the board-

general manager have is a lot heavier than the workload of the person that is only 

a president of the board or only a general manager, thus they should have 

decreased the maximum numbers of being a general manager/president of the 

board in several companies. 

 The legislators, when introducing the video conference attendance in the different 

meetings of the companies, had put several conditions that shall be respected in 

order to have a legal video conference attendance, and most of these conditions 

are technical ones. And the inconveniences with those detailed technical 

conditions, notably the reliability and sustainability and continuity and the 

determination of the process that shall be used by the company’s article of 

incorporation, in addition to being vague and unclear, is that they open a wide 

door for appeals and objections anytime a video conference attendance happened, 
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especially if there are persons with bad intentions concerned, which hampers the 

management and operation of the companies. 

 The global depository receipts, and since they are securities tied to shares, thus 

they can only be issued by companies that can issue shares, thus companies that 

are goods companies. And the fact that the legislators integrated this new notion 

under chapter 6 of the fourth title that is titled: commercial securities and other 

transferable securities, gives a more general application of the global depository 

receipts throughout the economic field, although it is only issued by stock 

companies. Thus, and since the joint-stock companies’ provisions are the general 

provisions for the stock companies in Lebanon, the addition of the global 

depository receipts into the securities that the joint-stock company may issue 

make much more sense. 

 The Lebanese legislators should have a taken a more significant step in the 

management and operation field of the companies by removing the fact that the 

companies where all the shareholders are also members of the board of director 

shall have a separate independent annual ordinary general assembly as this will 

greatly help reduce the management procedures since the same person that is 

members in the board of directors are also shareholders. (Australia2 0 9 and the 

UK2 1 0 has similar provisions) 

 The added provision in article 146 regarding the determination of whom should 

be eligible to be a member of the board of directors, the bare owner of the share 

or the usufruct right holder is obsolete as the article that came after it, article 147, 

gave the right to anyone to be a member of the board whether he is a shareholder 

or non-shareholder. 

 The addition of the obligation that the office of the general assembly’s meeting 

shall be present physically might constitute an obstacle for the video conference 

concept integration, as it may sometimes hamper the meetings if, for any reason, 

                                                           
2 0 9 Australian corporations act of 2001, division 8. 
2 1 0 UK companies act of 2006, chapter 4, part 13. 



79 
 

there is an impossibility that any of the shareholders can attend physically, and 

thus eliminate the option of fully conducting the meeting via video conference.   

 The law shall clearly give the shareholders the right to sign a prior consent 

document over any violation of the article of incorporation for emergency 

measures and for one time on conditions: that it shall be for one time only or for 

a specific date or specified short period, it shall be unanimously signed (or signed 

by all shareholders that have more than 1% of share), it shall be then presented to 

the first general assembly that is held after the document was sent to approve it 

and approve the violation that was done based on it, and it shall be registered in 

the trade registry, the violation shall be explained and justified rigorously and it 

shall be in favor of the companies interests, and this violation shall be of the 

incorporation articles provisions only that are not of public order or any other 

proper condition the legislators find suitable. 

 The addition of an obligation for some joint-stock companies, that reaches a 

certain number of annual income, for example, to list a small percentage of its 

shares in the financial market notably the Beirut stock market to stimulate the 

stock trading in Lebanon and help it grow. 
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Chapter Four 

 Conclusion 

 The amendments of 2019 were one of the most important amendments of the 

Lebanese commercial code in recent time. They introduced several new notions and 

concepts to the Lebanese legal business framework, modified some provisions to 

make them clearer and to remove some irrelevant notions, settled some debated legal 

points, and legally adopted the solutions ad practices that were being applied in daily 

business life, etc… 

 These amendments were much needed nationally, as Lebanon saw a heavy decline 

in its economic indicator since 2010, and did not manage to recover from it. And these 

amendments were one of the many steps Lebanon tried to implement in order to regain 

some economic development and growth. Add to that the fact that Lebanon had fierce 

competition in the Arabian region from the other Arab countries as they try to 

implement their selves as the business hub of the Arabian region, thus Lebanon 

needed to improve the regulations that govern the business field in order to make it 

more investment friendly to attract foreign investors into the Lebanese market. 

 This research studied the 2019 amendment of the commercial code, taking a wide 

sample of the new provisions, studying them, comparing them to the old provisions, 

and explaining their added value to the Lebanese legal business framework; all in a 

legal perspective. Then this research showed the overall impression over the 

legislators’ work in this amendment by assessing the accomplishment of the 

objectives set by the legislators. Then it dug deep into studying the impact and 

influence of the new notions and standards introduced by this amendment on the 

internal Lebanese economy, and their impact on the competitiveness of the Lebanese 

business sector internationally and regionally by comparing the new provisions with 

the provisions of some other countries such as the USA, France, the Kingdom of Saudi 

Arabia, and Egypt. And last this research tried to put into light the gaps left by the 

legislators in this amendment, by listing some modifications that the legislators should 

have introduced, and some introduced provisions that needed to be revised. 

 This study showed that the 2019 amendment of the commercial code was, overall, 

a success for the legislator. As these modifications will have a positive impact on the 
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internal market, as it will ease the business procedures and management, will help 

business grow and develop and maintain a stable management, will help the economy 

grow because of the new local and foreign investors that have now more eased up 

provisions that relaxes the complexities of the business management procedures the 

commercial code previously had and thus they will be encouraged to start businesses 

and develop them, and will help in attracting foreign investors that will help with their 

expertise in developing and growing the Lebanese business sector, and, on the 

international side, this amendment will help Lebanese businesses grow internationally 

as the legislators gave them some important tools to do so, and will help Lebanon 

catch up to the new standards introduced previously in some economically developed 

countries and some other Arab countries, and this will ease the international economic 

relations between Lebanese, Arab and international individuals and businesses, thus 

will improve the businesses relations on the international level. On the other hand, 

this study also showed that some of the new provisions are flawed and needs some 

modifications and that the legislators should make more efforts in introducing some 

new provisions and modifications to the commercial code and the general business 

legal framework in order to help the business sector to grow and develop even more. 

This study did not take into consideration any political and security instability that 

might occur in Lebanon and may negatively influence the economic sectors of 

Lebanon. And it also showed that Lebanon is going through one of its most severe 

economic crises of the recent years and that these modifications introduced will not 

have the original, anticipated influences in the short term, it needs time to show the 

real influence whether on the internal or international level. 

Nonetheless, this amendment, in our opinion, will constitute a solid ground for future 

amendments regarding the business sector’s regulations, as this amendment is majorly 

composed of much needed, much anticipated, much important modifications that will 

help Lebanon redirects its economy’s development route toward its best interest track. 

At last, we remain concerned about the period this code will stay in its present form 

without any amendment, and this leads us to ask if this code will remain in its present 

form for a long period or the legislators, this time, will learn his lessons and will keep 

the code updated with the latest concepts and notions in order to keep the business 

sector in Lebanon developing on the same pace the international businesses are 

developing? 
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