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100% Foreign Ownership in Companies in United Arab Emirates (UAE)

In November 2020, H.H. Sheikh Khalifa bin Zayed Al Nahyan, President of the UAE, issued a
decree that significantly amended the UAE Federal Law No. 2 of 2015 on Commercial
Companies by issuing Federal Decree Law No. 26 of 2020 (the "Decree Law").

From 1st June 2021, non-Emirati individuals of all nationalities can establish UAE mainland
companies in the country with 100% foreign ownership. This landmark amendment removes
the requirement for UAE mainland companies in the UAE to have an Emirati shareholder. This
amendment will facilitate doing business in UAE.

Existing Companies can change their status according to the new amendments. Under the
existing UAE commercial companies Law No.2 of 2015, all onshore companies were required
to have a UAE National or Emirati-owned company as a partner or sponsor. The foreign
shareholders were allowed to own up to 49% of a limited liability company (LLC) and the local
sponsor held minimum 51% shares.

Let us learn all about the changes to new amendments to the UAE commercial companies
law:

The new decree amended article 10 of the commercial companies law no (2) of 2015 and
introduced completely new articles. The new Article 10 introduces a committee which shall
decide on activities with strategic importance for the UAE as well as the licensing
requirements for companies engaging in such activities. One of the requirements for a
company engaged in an activity with strategic importance is the determination of a specific
percentage of Emirati participation in either the capital or management of that company.
While the new laws have removed the need for an Emirati shareholder and agent, the local
authorities have been granted the power to determine the percentage of Emiratis in capital
allocation and boards of directors for companies. The capacity to decide on the activities
with strategic importance as well as the respective licensing and corporate requirements
for companies has been levied on the local licensing authority - the Departments of
Economic Development in each respective Emirate. The Department of Economic
Development may decide on activities of strategic importance which would then again
require a certain percentage of Emirati participation - either in the share capital or the
management of the LLC.

To qualify for foreign ownership exemption, the applicant needs to meet various
requirements such as share capital contribution, use of technology and employment of UAE
nationals. In event of a transfer of shares from the UAE national partner to the foreign
shareholder, valuations of those businesses will play a key role.
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Any partner holding at least 10% of the LLC's share capital can now request for the
convention of the general assembly, new Art. 92 (2) of the CCL. The previous threshold for
such a minority right was set at 25%. The quorum for the general assembly has been
reduced from previously 75% to 50% at the first meeting. The timeframe for an invitation to
a general assembly meeting has been extended from at least 15 days to at least 21 days.

The requirement of having a local service agent for a branch of a foreign company has been
repealed by Art. 6 of the Decree Law by abolishing Art. 329 of the CCL.

The new Art. 71 (2) of the CCL does not include the word "national” or "Emirati” (depending on
the translation) for One-Person LLC. Hence a One Person LLC can now also be established by
a foreign investor - whether a natural or judicial person.

Also, as per the new laws, firms that receive approval to become joint-stock companies from
the relevant authorities can sell up to 70% of the company through IPOs (initial public
offering). This is an increase from the 30% that is currently allowed for joint-stock
companies.

Implementation is dependent on a Committee under the UAE Cabinet resolution; the
Committee will have representatives from the Economic Departments to decide on the level
of foreign shareholding in a entity. In principle, the Economic Departments will determine the
percentage of foreign shareholding based on its activity and merits.

Pursuant to Art. 4 of the Decree Law, companies will have a transition period of 1 year -
starting from January 2, 2021 - to adjust their MoAs in accordance with the new provisions
of the Decree Law.

Article prepared by: Rishi Aggarwal - Partner, Premier Brains

This document is only for information purposes and should not be construed as an advice. It does
not necessarily cover each aspect of the topic with which it deals. You should not act upon the
contents of this document without receiving formal advice on your particular circumstances.
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