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Abstract:

This study aims to examine the legal liability of executive management for
faulty financial decisions in Saudi companies, focusing on the role of
corporate governance in mitigating financial risks and enhancing financial
performance quality. The research adopts a descriptive-analytical methodology
and employs an electronic questionnaire to collect data from a diverse sample
of students and professionals with experience in law, management, and finance,
comprising 35 participants.

The findings indicate that participants’ awareness of Saudi laws and
regulations enhances their ability to distinguish between acceptable managerial
judgments and gross errors. Furthermore, adherence to corporate governance
mechanisms, such as audit and remuneration committees and financial
disclosure, reduces the likelihood of faulty financial decisions. The competence
and experience of executive management also play a critical role in improving
decision quality and minimizing legal risks.

The study concludes that strengthening governance, developing
managerial skills, and ensuring compliance with laws and transparency are
essential tools for protecting shareholders’ interests and reducing executive
management’s legal liability.

Keywords: Legal liability, Executive management, Faulty financial decision,
Corporate governance, Saudi companies.
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