Federal Decree-Law No. 20 of 2025

Regarding the Amendment of Certain Provisions of
the Commercial Companies Law
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The Commercial Companies Law in the United Arab
Emirates has undergone several key developmental
milestones across three main legislative phases;
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The first phase began with the issuance of Federal
Law No. (8) of 1984 concerning Commercial
Companies, which established the first general
framework regulating corporate activity in the UAE.
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The second phase came with the issuance of Federal
Law No. (2) 0f 2015 on Commercial Companies,
which marked a significant qualitative leap in
legislative development by introducing substantial
and comprehensive amendments aligned with
international best practices and standards.

A major amendment followed in September 2020,
allowing 100% foreign ownership of companies—
representing a transformative shift that facilitated
company formation, economic activity, and foreign
investment attraction.®

2015 & (2) o8y golms¥ 093l all H9uio pe Al Aoyl el g
BYNEDPPUE - SV-PE §- WL T-+ YN [NWES Y. P VRO PN S [P S P | JEN U |y -
R PR B VPP PSS )Y S S NP SYUD- i | [P A
S Lasn S 25 0ssl Nl o a9 A Joull sl ally ol wylall J a8

Ly =K,

i‘,ﬂ - r\.'l.>.3‘ 2l lni‘l_.’ C‘n 11” ',A—..;A.!. -‘,,5"\—-”3 62020 ;'\.A.I.L__&u. ~.
Sl Gl ol o) Jad o3 o > Yy = K 4L o 5 25.%100
¥ oy lediny ) Gds g LalardWl dla 43 2y lasy

The third phase emerged in 2021 with the issuance of
Federal Decree-Law No. (32) of 2021 on Commercial
Companies, replacing the 2015 law. It included the
replacement of 51 articles, the addition of 3 new
articles, and the deletion of one article—totaling 55
updates. These introduced new and significant
provisions, such as allowing the establishment of
companies for acquisition or merger purposes, and
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https://uaelegislation.gov.ae/ar/legislations/1542
https://uaelegislation.gov.ae/ar/legislations/1542

removing minimum and maximum limits on founders’
contributions to share capital during public offerings.
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With the issuance of the new decree amending the
Commercial Companies Law—introducing proactive
and substantial changes to 15 articles of the 2021 law
and adding a new article—the aim is to provide
maximum flexibility in ownership structures,
corporate governance, sale and exit processes, and to
introduce a new provision regulating the transfer of
company registration in the commercial register.
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Key Amendments and Their Role in
Enhancing the Competitiveness of the UAE’s
Business and Investment Environment
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1. Allowing Multiple Classes of Shares and
Equity Interests

The amendment permits classifying partners’ shares
or company shares into different classes. With this
forward-looking step, the UAE becomes one of the
first countries in the region to allow multiple share
classes in limited liability companies—while many
jurisdictions restrict this to public joint-stock
companies.
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2. Allowing Transfer of Company Registration

The amendments enable companies to transfer their
registration in the commercial register between
emirates, free zones, and financial free zones, while
maintaining their original legal personality, contracts,
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Along Rights

The amendments include provisions on drag-along
and tag-along rights, allowing majority partners or
shareholders to compel minority holders to sell their
shares when they decide to sell, while granting
minority holders the right to join the sale on the same
terms.

These provisions expand options for structuring
companies with diverse partner/shareholder groups,
protect rights, ensure smooth ownership transfers,
and create a clearer and safer business environment
that boosts investor confidence and encourages
participation in mergers and acquisitions.
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4. Changing the Approach to Lock-Up Periods
for Private Joint-Stock Companies

The amendments reduce the lock-up period for
disposing of shares in private joint-stock companies
from two years to one year, with the possibility of
reducing or exempting this period by ministerial
decision.

Private joint-stock companies are also exempted from
the lock-up period when offering shares through
private placement or listing on financial markets.
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5. Harmonization Between Local Legislation
and Free Zone Laws

The new decree achieves alignment and integration
between local legislation and the laws of free zones
and financial free zones regarding company
establishment, operation, and transfer between
regulatory systems, strengthening coordination
among licensing authorities in the UAE.
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6. Introducing Standards for Valuing In-Kind
Contributions

The law introduces standards and requirements for
valuing in-kind contributions (in-kind capital) through
a decision issued by the Ministry of Economy and
Tourism in coordination with the competent authority,
applicable to all company types except public joint-
stock companies.

This encourages companies to formally and
accurately introduce in-kind assets—such as
equipment, real estate, or intellectual property—
facilitating establishment and expansion while
enhancing credibility with investors and financial
institutions.
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7. Legal Transformation of Companies

The decree allows any company to convert from one
legal form to another while retaining its legal
personality, without the need to submit a new
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incorporation request or form a founders’ committee.

This ensures continuity of the company’s legal
identity from the first day of registration, whereas
previously, changing a company’s location or legal
form was treated as establishing a new company.
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8. Establishing Branches and Representative
Offices of Free Zone Companies in the UAE

The amendments allow free zone and financial free
zone companies to conduct activities within the UAE
through branches or representative offices,
enhancing the efficiency of existing investments and
maximizing their economic impact.
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9. Strengthening the Granting of UAE
Nationality to Companies

The amendments clarify that existing and newly
established companies in the UAE—including those
in free zones and financial free zones—continue to
enjoy UAE nationality.
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10. Introducing the Non-Profit Commercial
Company

The decree introduces the concept of the non-profit
commercial company, where net profits generated
from its economic activities are reinvested to achieve
its founding objectives, without distributing profits to
partners or shareholders.
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A Cabinet decision will define the purposes,
regulations, and forms of such companies, and may
exempt them from any provision of the law.

11. Regulating the Disposition of Shares of
Deceased Partners or Shareholders

The amendments define the mechanism for disposing
of the shares of a deceased partner or shareholder by
granting other partners, shareholders, or the
company itself the right of first refusal at a value
agreed upon with the heirs.
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12. Private joint-stock companies to offer their
securities through private placement in UAE financial
markets

The amendments also allow private joint-stock
companies to offer their securities through private
placement in UAE financial markets, subject to
regulations issued by the Securities and Commodities
Authority in coordination with the Ministry and relevan]
authorities.
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