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Abstract/ This research examines the legal framework governing the pledgee’s exercise
of the fundamental rights enjoyed by the pledging shareholder in a limited liability
company. The topic carries significant practical importance due to the widespread use of
share pledging as a means of securing obligations without transferring ownership of the
shares. The main issue arises from the fact that the Iraqi Companies Law does not provide
a specific regulation for this matter. It merely refers to the registration of the pledge
contract in the company’s records and prohibits the transfer of ownership of pledged
shares, without clarifying the legal effect of the pledge on the exercise of the shareholder’s
essential rights. Moreover, reliance on the provisions of commercial pledges under the
Commercial Law and possessory pledges under the Civil Law is insufficient to address
this issue.

The study explores the extent of the pledgee’s authority to manage and exploit the
pledged property under both the Commercial Law and the Civil Law, and whether such
authority can be extended to include the exercise of the pledging shareholder’s
fundamental rights—such as the right to obtain information, attend general meetings, vote,
and receive dividends, among others. It also discusses the interaction between the rules
governing pledges and the personal nature of management in limited liability companies.
The research concludes that there is a legislative deficiency in the current framework that
requires legislative intervention to regulate the limits of exercising the fundamental rights
attached to shares in a limited liability company during the period of the pledge, and to
establish clear rules that balance the interests of the pledging shareholder, the pledgee, and
the stability of the company as a legal entity.

Keywords: Share Pledge, Shareholder Rights, Commercial Pledge, Possessory Pledge.
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