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UAE Announces 100% Foreign Ownership of Commercial 
Companies 
 

1. Introduction   

On 23 November 2020, His Highness Sheikh Khalifa bin Zayed Al Na-
hyan, President of the UAE, issued a decree (the “Decree”) which radi-
cally overhauls the existing foreign ownership regime in the UAE. 

Investors in the region are well acquainted with the provisions of UAE 
Federal Law No. 2 of 2015 on Commercial Companies (the “CCL”), 
which require companies to have a minimum 51% shareholding owned by 
UAE nationals. This was a significant complication for foreign investors 
seeking to do business in the UAE.  

In recent years, the UAE has introduced a series of laws aimed at increas-
ing foreign direct investment (“FDI”). The FDI laws made certain sectors 
and activities eligible for up to 100% foreign ownership, but also set strict 
requirements with regards to minimum share capital. Accordingly, as a 
matter of fact, the FDI has not had practical application in UAE so far.  

As reported by the Emirates News Agency, the Decree will annul 
the 49% restriction on foreign ownership in UAE commercial 
companies, allowing full foreign ownership of onshore companies.  

The UAE Cabinet will be authorized to set up a committee to propose 
activities of “strategic impact” where UAE shareholding participation will 
be mandatory in full or in part. Based on the recommendations of the 
committee, the UAE Cabinet will then specify which activities are consid-
ered of strategic impact and any particular licensing requirements thereof. 
Local authorities in each emirate will also have the power to set minimum 
UAE shareholding levels and board participation requirements, as well as 
any other licensing requirements for obtaining 100% foreign ownership.  

Announcement of the Decree will be a welcome news to foreign investors 
contemplating doing business in the UAE. Investors already present in the 
UAE will no doubt be keen to re-evaluate their existing corporate struc-
tures with a view to benefiting from the increased allowance in foreign 
ownership. Of significant importance moving forward will be revisiting 
the shareholding arrangements in place between foreign and local share-
holders, particularly with regards to whether those arrangements entitle 
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the foreign shareholder to transition to 100% ownership of the company 
(especially in circumstance where the UAE national shareholder is a silent 
shareholder and not involved in the business). 

Furthermore, the Decree is likely to have a significant impact on 
cost-saving for doing business in the UAE. It is expected, for example, 
that there will be no need to have a UAE national as agent to a branch 
office (therefore removing the payment of an annual fees to the agent). 
Also, the Decree may potentially allow the reduction of the chain of com-
panies set up in the UAE by a foreign investor (as a consequence of the 
49% restriction on foreign ownership) through the consolidation of cur-
rent free-zone companies with onshore companies, thus resulting in sig-
nificant cost-savings (including by streamlining office space and work-
force).  

  

  

 


