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Abstract

A company's repurchase of its own shares is considered one of the most
significant developments in the financial transactions of joint-stock companies.
Through this mechanism, a company buys back its shares traded within or outside
securities markets at market value, in accordance with specific conditions and
controls stipulated by corporate laws to safeguard the interests of the company, its
creditors, and its shareholders. Upon completing the transaction, the selling
shareholder's relationship with the company is terminated. Companies resort to share
repurchases for various purposes, notably as a method of capital reduction, owing to
the dual advantages and benefits derived simultaneously from both the repurchase
and the reduction processes. A company may either repurchase and immediately
cancel its shares or cancel previously held treasury shares; in both scenarios, the
company must reduce its capital by the total nominal value of the canceled shares.

Given that the current Iragi Companies Law provides only a single method for
capital reduction—namely, canceling a number of shares equivalent in value to the
amount to be reduced—and considering the inadequacy of this restrictive method for
all corporate scenarios and reduction purposes, this study emphasizes the necessity
of introducing an alternative statutory method: capital reduction through a company's
repurchase and subsequent cancellation of its own shares.

Keywords: Share Repurchase, Share Cancellation, Capital Reduction, Joint-Stock
Company
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