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1. What is the general situation for
foreign companies in your jurisdiction?

In evaluating the general situation for foreign 
companies and investors in Bangladesh, it is 
appropriate to review:

a. the key laws and regulations and the gov-
ernment agencies and regulators that play
a key role in the regulatory framework that
governs foreign companies and investors;
and

b. the various legal forms or options available
to foreign companies and investors under
such regulatory framework, and the relative 
advantages and disadvantages of each of
such legal forms or options.

The key laws and regulations that govern foreign 
companies and investors are:

a. the Foreign Exchange Regulations Act
1947, as amended by the Foreign Exchange
Regulation (Amendment) Act 2015 (‘FERA’), 
and the regulations promulgated thereunder 
by the Bangladesh Bank (‘BB’), the central
bank of Bangladesh, which regulations are
compiled by the BB in the Guidelines for
Foreign Exchange Transactions Volume 1 & 
Volume 2 (2009), and updated by BB’s circu-
lars issued from time to time (collectively,
the ‘FX Guidelines’); and

b. the Companies Act 1994 of Bangladesh (Act
No. XVIII of 1994) (‘CA 1994’).

The key Bangladeshi government agencies or 
regulatory bodies that impact or regulate foreign 
companies and investors are:

a. the Bangladesh Investment Development
Authority (‘BIDA’), formerly known as

the Board of Investment, which facilitates 
foreign investment by advising foreign 
investors and assisting them with utilities, 
land acquisition, etc.;

b. BB, Bangladesh’s central bank, which regu-
lates the outward repatriation of capital and 
capital gains; and

c. the Registrar of Joint Stock Companies and 
Firms (‘RJSC’), which registers both foreign 
companies establishing a place of business
in Bangladesh and foreign-owned locally
incorporated companies.

The general situation of foreign companies 
and investors in Bangladesh concerning the 
challenges faced by them and/or the advantages 
provided to them in Bangladesh is determined 
by the legal form in which a foreign company or 
investor chooses to establish a place of business 
in Bangladesh: 

a. foreign companies incorporated outside of
Bangladesh registering (a) with BIDA as a
Liaison Office or Branch Office, with a noti-
fication to BB within 30 days of the BIDA
notification, plus (ii) with RJSC as a foreign 
company under the CA 1994 ss 378 and 379: 
in addition to not having a separate legal
personality, such foreign companies face a
number of challenges:

i. such registration is for a specific period 
and must be renewed upon expiry; and

ii. their activities are strictly restricted.
Specifically, if a foreign company
registers itself with BIDA as a Liaison
Office, it may engage only in market-
ing and other non-revenue generating
activities, which are to be funded only

Jurisdiction:  Bangladesh
Firm:  The Legal Circle
Authors: Masud Khan, N.M. Eftakharul  

Alam Bhuiya, Ahnaf Chowdhury,  
Jarif Ahmed and Nauriin Ahmed



Jurisdictional Q&A – Bangladesh 1110  LexisNexis® Company Law Guide 2018–2019

by inward remittances sent in by the 
foreign office (i.e. a Liaison Office is a 
cost centre prohibited from engaging 
in any commercial or other revenue 
generating activities). If registered as 
a Branch Office, a foreign company 
may engage solely in the activities 
necessary to execute its work under a 
project agreement or other contract as 
specified in the application with BIDA.  
If so specified in its application to 
BIDA, a foreign company may fund 
its Branch Office from local revenues 
earned from its specified contract and, 
with prior approval of BIDA and BB, 
repatriate Branch Office profits to the 
foreign office. 

b. foreign companies or investors register-
ing with the RJSC a locally incorporated
foreign wholly-owned or partially owned/
joint venture company limited by shares
(a ‘foreign-owned company’) under the
CA 1994 ss 5 and 6. If such foreign owned
company is set up as an industrial venture,
it may register with BIDA to take advantage 
of BIDA’s foreign investment advisory and
facilitation services. 

Regarding inward remittances of foreign 
exchange by foreign investors, under the FERA 
s 13(1)(s) and Chapter 9, paragraph 1 of the  
FX Guidelines, foreign investors are free 
to invest in a foreign-owned company in 
Bangladesh, provided that such investments 
are brought in and recorded in an Authorised 
Dealer (‘AD’) bank. No permission of BB is 
needed to set up such companies if the foreign 
investors use their own funds. If funding of such 
foreign-owned companies is by foreign loans, 
as per Chapter 15 of the FX Guidelines, such 
foreign loans must be:

a. registered with, and the interest payments
thereunder approved by BIDA; and

b. funded from institutional lenders, except for
loans with a term of 12 months or less, which 
may be provided by the foreign investor/

shareholder. Except where a foreign-owned 
company needs to register with BIDA for 
work permits for foreign employees (in 
which event, the minimum foreign invest-
ment into the share capital of such company 
is required to be at least US$ 50,000), foreign 
investment into such companies is not 
subject to a minimum amount. 

Regarding outward remittances of foreign 
investment by foreign-owned companies to 
their foreign shareholders, under the FERA s 
5(1) and Chapter 10(31)(a) of the FX Guidelines, 
foreign-owned companies may remit via their 
AD bank dividends to their foreign shareholders 
by applying to their AD bank in the prescribed 
form. Such outward remittance payments of 
dividends may be made freely without any prior 
approval of BB.

Regarding an exit by a foreign investor by 
disposal of shares in a foreign-owned company, 
under the FERA s 13(1)(d) and Chapter 9, par-
agraph 3(B) of FX Guidelines (as amended by  
BB Circular 32 of 31 August 2014):

a. if the shares are in a public limited company 
listed on either the Dhaka Stock Exchange
(‘DSE’) or the Chittagong Stock Exchange
(‘CSE’), the capital and capital gains from
the disposal of shares may be remitted
outward to the foreign investor freely and
without any prior approval of BB, subject
to the remitted amount not exceeding the
market price of such shares;

b. if the shares are unlisted shares of a public
limited company or are in a private limited
company, and are sold to a resident of
Bangladesh, then prior approval of BB is
required for the outward remittance of the
capital and capital gains, subject to such
remittance amount being equal to or less
than the ‘fair market value’ of the shares
as certified by a licensed merchant bank or
chartered accountant (whose certificate is
to be submitted with the application made
to BB for such prior approval). If the shares
in such foreign-owned company are sold

2. What are the key laws and regulations
that govern company law in your
jurisdiction?

The primary statute that governs companies 
in Bangladesh is the CA 1994. It consists 
of 404 sections divided into 11 parts which 
cover, among others, a company’s constitution 
and incorporation, share capital, registra-
tion, liability of directors, management and 
administration (including all procedures for 
administering matters of the board of directors 
and shareholders), and winding-up.

The CA 1994 also contains 12 schedules of re- 
gulations and forms which include, among 
others, templates of memorandum and articles 
of association, requirements of annual financial 
statements etc. The CA 1994 Schedule I sets 
out regulations that apply to the management 
of a company limited by shares which can be 
adopted by a company in its articles of associ-
ation, including some mandatory regulations 
which cannot be excluded by the articles of 
association.

The Companies Rules 2009 (No. 7309G) (‘CR 
2009’) is also an integral piece of legislation 
that governs company law in Bangladesh.  
The CR 2009 contains Forms relevant to 
different aspects and stages in the running of 
a company and in company law proceedings, 
which include, among others, petition for 
reduction of capital, notice to creditors, affidavit 
by sureties, notice of dividend, and notice of 
appointment of liquidator.

The Securities and Exchange Ordinance, 1969, 
the Securities and Exchange Rules 1987 and the 
Securities and Exchange Commission Act 1993 
(‘SECA 1993’) are of particular importance to 
issuers of securities that are listed on either of 
the two stock exchanges of Bangladesh: the DSE 
and the CSE. These laws regulate the activities of 
issuers and set out the penalties for violations.

The Bangladesh Securities and Exchange 
Commission (‘BSEC’), which regulates capital 
markets in Bangladesh, also issues various rules, 

to a non-resident, then under a general 
exemption specified in Chapter 14 of the FX 
Guidelines, such sale may be consummated 
without BB’s prior approval.

Regarding the registration requirements under 
the CA 1994, a foreign-owned company is 
registered with the RJSC in substantially the 
same manner as a wholly Bangladeshi-owned 
company. The incorporation procedure com-
mences by obtaining ‘Name Clearance’ from the 
RJSC for the name of the proposed company. 
The procedure is complete upon the issuance 
of a Certificate of Incorporation by the RJSC. 
The incorporation procedure for foreign-owned 
companies does not involve anything signif-
icantly different from that of locally owned 
companies, except for the requirement under 
Chapter 9, paragraph 2(b) of the FX Guidelines 
that foreign exchange brought into an AD bank 
must be first encashed in a proposed com-
pany account prior to the issuance of shares. 
Accordingly, unlike a wholly Bangladeshi 
owned company, a foreign-owned company 
must open a proposed company bank account 
in Bangladesh under the proposed company’s 
name by submitting the Name Clearance 
Certificate obtained from the RJSC to the bank. 
Prior to filing incorporation documents with 
the RJSC, the foreign investor/shareholder must:

a. remit the applicable share capital amount in 
foreign exchange into such account; and

b. thereafter obtain from the AD bank an
encashment certificate evidencing the
conversion of such share capital funds in
foreign exchange into Bangladesh Taka. At
incorporation, the encashment certificate
must be filed with the RJSC along with 
the new company’s memorandum and
articles of association and other prescribed
RJSC forms.
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6. What are the main post-registration
reporting requirements for companies
in your jurisdiction?

The main post-registration reporting require-
ments for companies in Bangladesh are listed 
below. The documents are filed with the RJSC 
in its prescribed forms and/or in the forms set 
out in the CA 1994 or CR 2009, as applicable:

a. Form VII (Statutory Report): within a period 
of not less than one month and not more
than six months from the date at which the
company is entitled to commence business, 
every company limited by shares and every
company limited by guarantee and having
a share capital must hold a general meeting
of the members of the company, which is
defined as a statutory meeting under the
CA 1994. The board of directors is required 
to prepare a report which is referred to as a
statutory report and must forward the report 
to every member of the company at least 21 
days before the day on which the statutory
meeting is to be held;

b. Form VIII (Special Resolution/Extraor-
dinary Resolution): a copy of every special
and extraordinary resolution must be
printed or typewritten and duly certified
under the signature of an officer of the
company and filed with the RJSC within 15 
days from its passing;

c. Schedule X (Annual Summary of Share
Capital and List of Shareholders, Annual
Summary of Directors): under the CA
1994 s 36(1), a company must file with the
RJSC an annual summary of share capital
and list of shareholders within 18 months
of its incorporation and annually thereaf-
ter. A private company must submit with
the annual return a certificate signed by a
director or other officer of the company that 
the company has not issued any invitation
to the public to subscribe for any shares or
debentures of the company;

(where the foreign shareholder is a corporate 
shareholder) are also required by the RJSC to 
complete the incorporation.

The fees for the incorporation of a company are 
calculated (in part) on the basis of its authorised 
share capital. For example, a company with an 
authorised share capital of Taka 50 million 
would incur the following charges:

a. registration fee: Taka 76,250;

b. registration filing fee: Taka 2,400;

c. stamp fee for the memorandum and articles 
of association: Taka 9,150;

d. fee for certified copies of the memoran-
dum of association, Form XII and Digital
Certificate of Incorporation: Taka 2,220.

The registration costs are subject to change, and 
it is very likely that additional administrative 
costs may have to be incurred to complete the 
incorporation process.

Other important registrations for a company 
include:

a. value added tax (‘VAT’) registration under
the VAT Act 1991;

b. depending on the location of the office or
place of business, a trade licence from the
local government authority (union parishad/
pourashava/city corporation office) for the
company’s specific type of trade or business;

c. depending on the nature and size of the
business and its premises, building fire
licences, specific clearances from relevant
ministries of the government and/or licences 
which involve the handling of particular
substances and commodities etc. 

The fees for these registrations vary depending 
on the location of the office or place of business 
as well as the company’s share capital. 

foreign-owned companies registering with 
BIDA as industrial ventures, Bangladesh is in 
the process of passing legislation to set up a 
one-stop service centre at BIDA, under which 
BIDA would assist with the incorporation of 
foreign-owned companies by ensuring the 
completion of registration with RJSC within  
48 hours of filing. 

5. What are the main registration
requirements for companies in your
jurisdiction? What are the fees?

The registration of companies commences 
with the application for Name Clearance to 
the RJSC and obtaining a Name Clearance 
Certificate from the RJSC. After obtaining a 
Name Clearance Certificate, a company with 
a proposed foreign shareholder must open a  
bank account in the name of the proposed entity 
and remit the initial share capital (paid-up 
capital) to the said account and obtain an 
encashment certificate issued by the bank.

The following documents have to be submitted 
to the RJSC to process the incorporation of the 
entity:

a. memorandum and articles of association 

b. encashment certificate (for foreign-owned
companies);

c. Name Clearance Certificate;

d. Tax Identification Number (TIN) Certificate;

e. Treasury Challan;

f. Form I (Declaration on registration of
company);

g. Form VI (Notice of situation of registered
office and of any change therein);

h. Form IX (Consent of directors to act);

i. Form X (List of persons consenting to be
directors); and

j. Form XII (Particulars of Directors, Man-
agers, Managing Agents and of any change). 

Additional identification documents for the 
foreign shareholder and/or the nominee director 

orders, notifications and directives from time to 
time which have the effect of law and regulate 
the activities of companies. 

Other laws and regulations that impact company 
law, specifically in regards to the personal liabil-
ity of a company’s directors, are the Bankruptcy 
Act of 1997, the Money Laundering Prevention 
Act 2009 and Negotiable Instruments Act 1881.

3. What are the most common types
of companies in your jurisdiction?

Private companies limited by shares (‘private 
limited companies’) and public companies lim-
ited by shares (‘public limited companies’) are 
the most common types of companies formed in 
Bangladesh. The CA 1994 s 2(q) defines a private 
company as one which by its articles restricts the 
right to transfer its shares, if any, prohibits any 
invitation to the public to subscribe for its shares 
or debenture, if any, and limits the number of its 
members to 50 not including persons who are 
in its employment. The CA 1994 s 2(r) defines 
a public company as a company which is not a 
private company. In addition, an association not 
for profit under the CA 1994 s 28 and a com-
pany limited by guarantee under the CA 1994 
s 29 may be formed to engage in not-for-profit 
activities.

4. How long does it take to set up
a company in your jurisdiction?

Provided that the memorandum and articles 
of association have been drafted beforehand 
and are ready for filing with the RJSC and an 
encashment certificate has been received from 
the AD bank in the name of the proposed com-
pany (where it is a fully or partly foreign-owned 
company), usually it takes approximately 10–15 
working days to incorporate a company in 
Bangladesh, starting from the Name Clearance 
application to the issuance of a Certificate of 
Incorporation.

There is no official method to fast-track the 
incorporation of a company. However, for 
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by them’. The limited liability of a company 
limited by shares is further emphasised in the 
CA 1994 s 235(iv), dealing with the liability of 
contributories of past and present members on 
the winding-up of a company: ‘in the case of 
a company limited by shares, no contribution 
shall be required from any member exceeding 
the amount, if any, unpaid on the shares in 
respect to which he is liable as a present or past 
member’.

9. What is the minimum number  
of directors and shareholders required  
to set up a company in your jurisdiction?  
Are there any requirements that  
a director must be a natural person?

As per the CA 1994 ss 2(q) and 90(1), private 
limited companies in Bangladesh are required 
to have a minimum of two directors and two 
shareholders and a maximum of 50 sharehold-
ers. Under the CA 1994 s 90(1), public limited 
companies and private limited companies which 
are subsidiaries of public limited companies are 
required to have at least three directors and a 
minimum of seven shareholders.

Section 90(3) of the CA 1994 expressly states 
that a director must be a natural person.

10. What are the requirements on how 
shares are offered in your jurisdiction? 

Private Limited Companies

Shares may be offered at three different stages:

a. at the time of incorporation: shares may be 
offered to members at incorporation pur-
suant to the memorandum and articles of 
association. The shares of a private limited 
company cannot be offered to members of 
the public;

b. transfer of existing shares: shares may be 
offered to new shareholders by transferring 
one or more of the shares held by the existing 
shareholders in the manner provided in the 
company’s articles of association. Under the 
CA 1994 per Reg 18, Sch 1, an instrument of 

a. arms and ammunition and other military 
equipment and machinery;

b. nuclear power;

c. security printing and minting; and 

d. forestation and mechanised extraction 
within the boundary of a reserved forest.

8. What is the typical structure  
of directors (or family management 
structure) and liability issues  
or companies in your jurisdiction? 

Directors, other than directors nominated by 
corporate shareholders, must own qualifying 
shares, the number of which can be specified in 
the articles of association. Directors nominated 
by corporate shareholders are not required to 
own qualifying shares. Directors must execute 
a Form IX: Consent of Director (in a prescribed 
format, as set forth in the Schedules to CA 1994). 
This executed Form IX must be filed with the 
RJSC for the directorship to become effective. 
Furthermore, a Form XII: Particulars of 
Directors, Managers and Managing Agents (in 
a prescribed format, as set forth in the Schedules 
to CA 1994) must be executed by the Managing 
Director and filed with the RJSC. For subsequent 
appointment of directors (post-incorporation), 
directors must be appointed at a general meeting 
of the shareholders, provided, however, that 
casual vacancies on the board can be filled 
pursuant to a meeting of the existing board 
of directors. The CA 1994 allows non-resident 
and/or foreign individuals to be appointed as 
directors of private limited companies.

Under the CA 1994, companies may be formed 
with the liability of shareholders limited by 
shares or limited by guarantee (a limited 
company), or with the liability of shareholders 
unlimited (an unlimited company). The CA 
1994 s 5(a) defines a company limited by shares 
as ‘a company limited by shares, that is to say, 
a company having the liability of its member 
limited by the memorandum to the amount, 
if any, unpaid on the shares respectively held 

g. exploration, extraction and supply of other 
mineral resources; 

h. large-scale infrastructure projects (e.g. 
flyovers, elevated expressways, monorails, 
economic zones, inland container depots/
container freight stations); 

i. crude oil refineries (recycling/refining of 
lube oil used as fuel); 

j. medium and large industries using natural 
gas/condescend and other minerals as raw 
materials; 

k. telecommunications services (mobile/cellu-
lar phone services and landlines); 

l. satellite channels; 

m. cargo/passenger aviation; 

n. sea-bound ship transport; 

o. ea-ports/deep sea-ports; 

p. VoIP/IP telephone; and 

q. industries using heavy minerals accumu-
lated from the beach. 

In these sectors, the government reserves the 
right to fix the equity ratio for foreign investors/
shareholders to local investors/shareholders. 
The Government has the right to expand or 
amend the list as it sees fit. Enterprises in these 
controlled sectors cannot be registered with the 
BIDA without prior approval from the relevant 
ministries of the government.

In addition to the broader restriction stated by 
above, in some cases, sector-specific legislation 
also imposes a maximum ceiling for a foreign 
stake in the licensee entities for some of these 
controlled industries. Examples include certain 
services in the telecommunications sector such 
as licences granted for International Gateway 
(IGW), Interconnection Exchange (ICX) and 
VoIP Service Provider (VSP). 

The government of Bangladesh in the Industrial 
Policy, 2016 has also listed certain sectors as 
‘reserved sectors’ where foreign investment is 
restricted for the purpose of national security 
or other reasons: 

d. Form XLI (Notice of Alteration in the 
Address of the Registered Principal Office 
of the Company): notice of any change in 
the registered address of a company must be 
given within 21 (twenty-one) days after the 
change to the RJSC;

e. Balance sheet and profit and loss account: 
under the CA 1994 s 190, a company must 
file with the RJSC copies of its balance sheet 
and profit and loss account within 30 days 
from the date on which the balance sheet 
and the profit and loss account are laid 
before its annual general meeting.

The above is not an exhaustive list. Other 
reporting requirements are triggered in different 
situations such as a transfer of shares, return of 
allotment, changes to the board of directors. 
Also, public listed companies have certain 
additional reporting obligations due to their 
corporate governance obligations imposed by 
the BSEC.

As per the CA 1994, it is not mandatory for a 
company in Bangladesh to have a company 
secretary. 

7. Are there any controlling factors or 
restrictions on foreign companies in your 
jurisdiction? 

See question 1 in relation to foreign exchange 
regulations applicable to foreign-owned 
companies.

Furthermore, the Industrial Policy 2016 lists a 
total of 17 of industries designated as ‘controlled 
industries’:

a. fishing in the deep sea; 

b. banks/financial institutions in the private 
sector; 

c. insurance companies in the private sector; 

d. generation, supply and distribution of power 
in the private sector; 

e. exploration, extraction and supply of natural 
gas/oil; 

f. exploration, extraction and supply of coal; 
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(non-repatriable). Also, a foreign national can 
become a permanent resident by investing a 
minimum of US$ 75,000 (non-repatriable).

14. When is a company subject to tax  
in your jurisdiction? What are the main 
taxes that may apply to companies in  
your jurisdiction? 

In Bangladesh, as per the ITO 1984 s 75, it is 
mandatory for all companies incorporated in 
Bangladesh to obtain an e-TIN (Electronic Tax 
Identification Number) from the National Board 
of Revenue (‘NBR’) and to file a tax return on 
the later date of six months from the end of the 
accounting year or 15 July of the particular year. 
Such filing may be accompanied by an audited 
financial statement, computation of total 
income with a supporting schedule and other 
supporting documents. The filing date can be 
extended upon application for up to two months 
at first occasion and can be further extended for 
another two months.

The main taxes that may apply to companies 
in Bangladesh are corporate taxes and VAT. At 
present, the rate of corporate tax of a non-listed 
company is 35% of a company’s total income 
in a year. The rate of VAT usually depends on 
the respective HS Code (an internationally 
standardised system of names and numbers to 
classify traded products) of the products and/or 
services provided by the company. However, the 
most common rate of VAT in Bangladesh is 15%.

15. How does the competition law in your 
jurisdiction regulate companies?

The Competition Act 2012 (‘Comp Act’) was 
promulgated to monitor the market and protect 
the end consumers of products and services. 
It mandates the creation of the Bangladesh 
Competition Commission (‘BCC’) which is 
vested with the power of overseeing the market 
and taking necessary measures against unscru-
pulous business practices and organisations. 

obligation to the shareholders, audit committee, 
reporting obligations of the audit committee, 
external/statutory auditors, duties of chief 
financial officer and chief executive officer and 
reporting and compliance obligation of the 
Guidelines.

In addition to the above the corporate legal 
framework in Bangladesh consists of various 
statutes, namely, CA 1994, Securities and 
Exchange Commission Ordinance, 1969, SECA 
1993, Bangladesh Bank Order, 1972, Bank 
Companies Act 1991, Financial Institutions 
Act 1993, Bankruptcy Act 1997, and the Foreign 
Exchange Regulation Act 1947, which impose 
certain corporate governance obligations as 
well. Corporate governance in Bangladesh is 
mainly regulated by RJSC, BSEC and BB.

13. Does establishing a company in  
your jurisdiction grant any kind of 
residency rights? Are there any conditions 
that in order to receive these residency 
rights (if applicable) one must partner  
or establish a joint venture with a local  
(e.g. a citizen of your jurisdiction)?

In establishing a foreign-owned company in 
Bangladesh, a foreign investor is not automat-
ically granted residency rights. However, a 
prospective foreign investor may obtain a mul-
tiple-entry three-year investor visa by applying 
for such investor visa with BIDA. Such investor 
visa allows for entry into and short-term stay 
in Bangladesh for the visa holder, but does not 
allow for such investor visa holder to work and 
earn a salary in Bangladesh. If a foreign investor 
wishes to reside in Bangladesh as an employee 
of the investee foreign-owned company, then 
subject to a minimum amount of foreign capital 
and number of local employees, she/he may be 
eligible for and be granted a work permit to 
work/reside in and earn a salary in Bangladesh.

A foreign national may become citizen of 
Bangladesh by investing a minimum of US$ 
500,000 in Bangladesh or by transferring US$ 
1,000,000 to any recognized financial institution 

together for an accurate and comprehensive 
understanding of the labour law regime.

An important point to note regarding the 
application of the LA 2006 and LR 2015 is that 
the provisions of both LA 2006 and LR 2015 are 
applicable to employees who fall within the defi-
nition of a ‘worker’ as defined in the LA 2006. 
The LA 2006 s 2(65), as amended in 2013, defines 
‘worker’ as including all employees except for 
those engaged in a managerial, administrative 
[or supervisory] capacity’. The Bangladesh High 
Court has defined ‘worker’ broadly by holding 
that a manager etc. may be deemed a non-worker 
only if he or she has the power to make hiring 
and/or firing decisions over employees under his 
or her management.

Any employee who falls outside the ambit of 
the term ‘worker’ is a ‘non-worker’. The terms 
of employment of a non-worker are governed 
solely by the contract of employment between 
the non-worker and the employer.

In addition, the Contract Act of 1872 s 27 may 
be referred to in that it renders void restrictive 
covenants that seek to restrain employees from 
seeking employment with a competing employer 
after their employment has ended with the cur-
rent employer.

Furthermore, companies operating in an export 
processing zone are subject to the Bangladesh 
Export Processing Zones Authority Act 1980 
and the rules and regulations of the Bangladesh 
Export Processing Zones Authority.

12. What is the nature of the  
corporate governance regime in effect  
in your jurisdiction? What agencies or 
government bodies regulate corporate 
governance? 

The SEC by notification dated 7 August 2012 
issued certain corporate governance condi-
tions and guidelines on public listed companies 
(“Guideline”). The Guideline imposes con-
ditions regarding board size, appointment of 
Independent Directors, Director’s reporting 

transfer of shares (namely, Form 117) must 
be executed by both the transferor and the 
transferee. The transferor remains the holder 
of the share until the name of the transferee 
is entered in the register of members. 
Furthermore, an affidavit must also be 
executed by the transferor confirming the 
said transfer and duly notarised before a 
recognised Notary Public of Bangladesh; 

c. return of allotment: under the CA 1994 s  
151, where a company having a share capital 
makes any allotment of its shares, it is 
required to file a duly completed Form XV 
with the RJSC. 

Public Limited Companies

Shares may be offered to members of the public 
pursuant to:

a. a prospectus registered with the RJSC under 
the CA 1994 s 38; or

b. a statement in lieu of a prospectus registered 
with the RJSC under the CA 1994 s 141.

If the public limited company is not already 
listed on a stock exchange in Bangladesh, an 
application must be made to the BSEC to make 
an initial public offering (IPO) of the company’s 
shares. The company would have to comply with 
the BSEC regulations on making an IPO and the 
applicable listing regulations of the respective 
stock exchange.

11. What are the key laws and regulations 
on employment in your jurisdiction that 
companies should be aware of? Are there 
any aspects of employment law that are 
heavily regulated? 

The primary statute that governs employment 
and labour matters in Bangladesh is the Labour 
Act 2006 (‘LA 2006’). The Labour Rules, 2015 
(‘LR 2015’) was enacted pursuant to the LA 
2006 s 351. It sets out in more detail the matters 
covered in the LA 2006 and provides greater 
clarity and specificity on certain aspects of the 
LA 2006. The LA 2006 and LR 2015 must be read 
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21. Are there any features regarding 
company law in your jurisdiction  
or in Asia that you wish to highlight?

In Bangladesh, a minimum of two shareholders 
are required to incorporate a company, whereas 
in many countries, a single shareholder can 
incorporate a company and is free to hold 100% 
of the shares of the company. Furthermore, 
Bangladesh law does not provide for any pass-
through companies such as LLCs as is available 
in certain jurisdictions. Finally, the following 
provisions of the CA 1994 may be noted:

a. section 106 provides that a shareholder-di-
rector may be removed only at a duly called 
extraordinary general meeting, having a 
valid quorum and upon the affirmative vote 
of three-quarters of the shareholders present 
at such meeting. This provision does not 
apply to nominee directors appointed by 
corporate shareholders, who as per a provi-
sion that should be inserted in the articles of 
association may be appointed and removed 
at the sole discretion of the appointing 
shareholder; and

b. section 85(1) contains provisions as to 
meetings and votes which are to have effect 
notwithstanding any provision in the 
articles of association, and section 85(2) 
contains provisions which are to have effect 
in so far as the articles of association do not 
make provision in that behalf.  

as stated in the respective provisions. Moreover, 
under the ITO 1984 paragraph 33 of Part A 
of the Sixth Sch, as amended by Bangladesh 
Income Tax Paripatra (Circular) 2015 and Fin-
ance Act 2016, there is a tax exemption on any 
income derived from the business of software 
development information technology, informa-
tion technology enabled services and nationwide 
telecommunication transmission network up to 
30 June 2024.

Moreover, double taxation can be avoided in 
most cases as Bangladesh benefits from many 
bilateral investment agreements with other 
countries. 

19. What is the law on corporate 
insolvency in your jurisdiction?

The primary statues on corporate insolvency in 
Bangladesh are the Bankruptcy Act 1997 and 
the CA 1994 ss 234–344.

20. Have there been any recent proposals 
for reforms or regulatory changes  
that will impact company law in your 
jurisdiction? 

The CA 1994 has been considered for amend-
ment for a number of years. In this regard, the 
Ministry of Commerce has published the draft 
Companies Act 2013 for comments, but it has 
not yet been implemented and there is no con-
firmation as to when this bill will be passed as an 
Act. We will have to wait and see what changes 
this Act will bring and the impact it will have 
in Bangladesh.

Convention, if a copyright work is registered in 
one member country, it will have protection in 
all member countries of the Berne Convention.

17. Does your jurisdiction have laws  
or regulations that govern data privacy? 

Bangladesh does not have any specific law that 
governs personal information or data privacy. 
However, the following statues may be noted in 
relation to their regulation of data privacy:

a. the Information and Communication 
Technology Act 2006 provides relief against 
computer hacking and unauthorised access 
of data;

b. the Right to Information Act 2006 prohibits 
disclosure of any information which would 
harm an individual’s privacy or personal 
life;

c. the LA 2006 imposes criminal sanctions on 
employees by way of penalty for wrongful 
disclosure of an employer’s confidential 
information or trade secrets;

d. the Constitution of Bangladesh provides 
protection of privacy in general terms: the 
right to the privacy of one’s correspondence 
and other means of communication is 
declared as a fundamental right of a citizen 
of Bangladesh.

Additionally, BB issued a guideline in 2015 to 
ensure information, communication and tech-
nology security in the financial sector. 

18. Are there any incentives to attract 
foreign companies to your jurisdiction? 

See question 1 in regards to the repatriation of 
dividends and capital/capital gains to foreign 
shareholders of a foreign-owned company.

There are also tax incentives for foreign compa-
nies, as provided for in the ITO 1984 ss 44–47. 
For instance, under the ITO 1984 ss 46A, 46B 
and 46C, there are tax exemptions for the busi-
ness of industrial undertaking and of physical 
infrastructure facilities for a number of years 

The Comp Act s 16 restricts organisations and 
groups from abusing their dominant position. 
‘Dominant position’ is defined as a position of 
strength which is enjoyed by an organisation 
in the relevant market by creating a monopoly 
situation. However, the Comp Act did not spec-
ify the precise limit beyond which an act would 
be treated as anti-competitive. Also, the Comp 
Act remains silent on the issues which the BCC 
must take into account in order to determine a 
relevant market. 

It is to be noted that although the BCC was 
established under the Comp Act it has not 
become effective yet, for many practical reasons, 
in respect of overseeing market practices and 
implementing the provisions of the Comp Act. 

16. What are the main intellectual 
property rights companies should be 
aware of in your jurisdiction? 

The main intellectual property rights com-
panies should be aware of in Bangladesh are 
trademarks, patents and copyrights. Intellectual 
property such as industrial design does not 
play a significant part, and very few cases have 
reached the Supreme Court of Bangladesh or 
have been reported.

In Bangladesh, an applicant can apply for trade-
mark or patent registration at the Department 
of Patent, Design and Trademark under the 
Ministry of Industries. 

An application for copyright registration is to 
be submitted at the Copyright Office under the 
Ministry of Cultural Affairs. 

It takes around two years to register a trademark 
or a patent and around 4–6 months to register 
a copyright, provided that there is no objection 
from the registrar or any opposing party.

Bangladesh is a member of the international 
treaty, Paris Convention for the Protection 
of Industrial Property, along with 176 other 
countries. Bangladesh is also a member of the 
international treaty, Berne Convention, along 
with 172 other countries. As per the Berne 
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1. What is the general situation for 
foreign companies in your jurisdiction? 
(For example, common presence, difficulty 
to setup, restrictive system, open  
and welcoming jurisdiction?) 

As one of the largest economies in the world, 
Brazil is a well-known destination for foreign 
investors. The overall stability of the market, 
combined with a growing domestic demand 
for infrastructure, goods and services, provide 
foreign companies interested in doing business 
in Brazil with strong and diverse investment 
opportunities.

Commonly referred to as an open jurisdiction, 
Brazil welcomes foreign investment. As such, 
there are no general restrictions on foreign 
ownership, except in certain specific sectors 
(for further details regarding such restrictions, 
please refer to section 7 below).

As in many other jurisdictions, foreign com-
panies wishing to invest in Brazil may choose 
from a range of entry options the one that is 
most suitable to the intended business model 
(which should be assessed on a case-by-case 
basis). Although indirect entry options are 
available (e.g. execution of agreements with sales 
agents and distributors), foreign investors usu-
ally prefer to establish a direct and permanent 
presence by means of a subsidiary.

2. What are the key laws and  
regulations that govern company law  
in your jurisdiction? 

The Brazilian system is based on the civil law 
tradition and, as such, relies on codified sets 

of laws to regulate several legal fields. With 
respect to company law, the relevant provisions 
are found essentially in the following statutes 
and regulations:

2.1 Brazilian Civil Code

Implemented by Federal Law No. 10,406 of 
January 10, 2002, as amended (“Brazilian Civil 
Code”), the Brazilian Civil Code sets out specific 
guidelines regarding various types of business 
organizations, including private limited liability 
companies and non-profit legal entities (associa-
tions, foundations and cooperatives).

2.2 Corporations Law

Federal Law No. 6,404 of December 15, 1976, as 
amended (“Corporations Law”), applies specif-
ically to legal entities incorporated in the form 
of stock corporations and regulates the forma-
tion, organization and dissolution processes 
related to such entities. The Corporations Law 
may also be applied in a subsidiary manner to 
limited liability companies, if the shareholders 
so decide in the relevant articles of association.

2.3 Specific Regulations

1. Rules Enacted by Brazilian Securities and 
Exchange Commission (“CVM”)

Publicly-held corporations are also subject to 
specific regulations issued by the CVM. 

2. Rules Enacted by the Brazilian Stock 
Exchange (BM&F Bovespa) 

The BM&F Bovespa has created differentiated 
listing segments, with rules setting out cor-
porate governance practices and transparency 
requirements in addition to those already 
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established under Brazilian corporate legis-
lation. The adherence to the listing segments 
better advertises the company’s efforts to 
improve its relationship with its investors and 
increases the potential for asset value appreci-
ation. This adherence is voluntary and must be 
approved by the BM&F Bovespa.

3. What are the most common types  
of companies in your jurisdiction?

Brazilian law provides for several corporate 
forms, of which the most important and widely 
used are:

a. limited liability companies (“Limitada” or 
“Ltda.”); and

b. stock corporations (“Sociedade Anonima” 
or “S.A.”).

Corporations and limited liability companies 
afford equal protection to their equity holders by 
limiting their liability to the capital stock they 
subscribed. Therefore, corporations and limited 
liability companies always entail limited liability 
as a general rule.

3.1 Limitada

Limited liability companies are governed by 
the Brazilian Civil Code. In case of omissions 
and depending on the language of the com-
pany’s articles of association, the rules under 
the Brazilian Civil Code relating to limited 
liability companies may be supplemented by 
the rules in the Brazilian Civil Code relating 
to the sociedade simples (a corporate type also 
established by the Brazilian Civil Code) or by 
the Corporations Law.

The limited liability company structure is usu-
ally recommended for companies that envisage 
a simple governance structure. The legislation 
grants these types of companies more freedom 
to organize their internal structure and deci-
sion-making process, as well as a lower grade of 
transparency and disclosure obligations. That is 
why these corporate entities are mostly used in 
wholly owned companies.

3.2 Sociedade Anonima 

Corporations are governed by the Corporations 
Law, which provides a more sophisticated legal 
regime for corporate activities, management 
and shareholders’ relations, corporate govern-
ance structures, decision-making processes, 
transparency and disclosure obligations, and 
conflict resolution procedures. This corporate 
entity is more appropriate for a co-owned equity 
structure, such as joint ventures, as well as for 
the participation of various kinds of stakehold-
ers, such as financing entities or holders of debt 
instruments.

A corporation can be held either publicly or 
privately. As a general rule, a publicly held 
corporation has its securities traded on the 
stock exchange and/or on the over-the-counter 
market. A publicly-held corporation, as well as 
each public placement of securities made by it, 
must be registered with the CVM.

3.3 Other corporate forms

In addition to corporations and limited liability 
companies, another type of limited liability 
company named “EIRELI” was recently regu-
lated by the Brazilian Civil Code and is worth 
mentioning. Please refer to item 3.3.1 below.

Other company forms have not been accepted 
in practice, especially because most of them 
provide for unlimited shareholder liability.

3.3.1 EIRELI

The EIRELI is a type of limited liability company 
which is incorporated by only one individual 
or legal entity (a national or foreigner), in the 
capacity of sole-owner of the totality of the 
company’s corporate capital. In general, the 
same rules governing the Limitada also apply 
to the EIRELI, with the following exceptions:

a. the corporate capital of the EIRELI shall be 
equivalent to at least one hundred minimum 
wages; and

b. each individual or legal entity can incorpo-
rate only one EIRELI.

e. For both Limitada and S.A.: registration of 
the foreign shareholder(s) and the Brazilian 
company with the Brazilian Central Bank, 
so as to enable the inflow and outflow of 
funds among such persons (such as equity 
contributions and payment of profits and 
dividends);

f. Only for S.A.: publication of the Brazilian 
company incorporation acts in the press and 
registration of a copy of such publication 
with the Board of Trade;

g. Only for S.A.: opening of the Brazilian 
company’s shares and corporate books, as 
required by the Corporations Law;

h. For both Limitada and S.A.: indication to the 
Brazilian Federal Revenue of the Brazilian 
company’s and shareholders’ ultimate ben-
eficiaries, defined as the individual(s) who 
ultimately hold(s) a significant control or 
influence over the entity(ies); and

i. For both Limitada and S.A.: Brazilian enti-
ties must also obtain additional enrolments 
with tax, social security and regulatory 
authorities at federal, state, and municipal 
levels (for further details, please refer to 
section 5 below).

The Brazilian company is considered legally 
existing upon completion of item (d) above, 
which usually takes between 30 to 90 days, 
depending on the efficiency of the foreign share-
holder(s) to provide the necessary documents 
and information to incorporate the company, 
as well as of the government bodies in charge of 
analyzing the application documents.

5. What are the main registration 
requirements for companies in your 
jurisdiction? What are the fees?

After registration of the company with the 
Board of Trade, additional forms must be 
filed with tax, social security and regulatory 
authorities at federal, state, and municipal 
levels, vis-à-vis the location, business type, and 

Considering that the EIRELI was only recently 
introduced in the Brazilian legal framework, 
its structure is not consolidated in practice 
and is still being verified and tested by registry 
authorities and courts. For this reason, we will 
focus on the following sections on the analysis 
of Limitada and S.A.

4. How long does it take to set up  
a company in your jurisdiction?  
(For example, it could be as fast as X 
amount of time, average setup time  
and then as slow as Y amount of time 
based on your experience – are there  
any mechanisms to fast track setup?) 

The process for setting up a company in Brazil 
involves the following main steps:

a. For both Limitada and S.A.: granting of 
powers-of-attorney for representation of 
the foreign shareholder(s) in Brazil (under 
Brazilian law all foreign investors (entities 
or individuals) must indicate an individual 
resident in Brazil as their representative for 
both corporate and tax purposes); provide a 
copy of shareholder(s)’ articles of incorpo-
ration or equivalent instrument (statement/
affidavit), as well as a copy of the passport 
of shareholder(s)’ legal representative. As 
a general rule, such documents must go 
through applicable notarization and apos-
tille proceedings;

b. For both Limitada and S.A.: registration of 
the foreign shareholder(s) with the Brazilian 
Federal Revenue;

c. Only for S.A.: deposit, in cash, of 10% of the 
company’s corporate capital in an interim 
bank account opened on behalf of the 
Brazilian company in Banco do Brasil S.A;

d. For both Limitada and S.A.: preparing, 
filing and registering the Brazilian company 
incorporation acts (articles of association or 
by-laws, as the case may be) with the Board 
of Trade and obtaining the enrolment of 
the Brazilian company with the Brazilian 
Federal Revenue;
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for example, environmental licenses and/
or specific authorizations from regulatory 
agencies.

Costs and fees vary according to each registra-
tion and/or government body involved, but they 
usually refer to governmental fees and expenses 
incurred with public notaries, translators, attor-
neys, brokers and external paralegals.

6. What are the main post-registration 
reporting requirements for companies  
in your jurisdiction? (For example, annual 
reporting requirements: what to file, to 
whom, is a company secretary required?) 

The main post-registration reporting require-
ments for companies in Brazil are as follows:

activities to be conducted by the company. The 
main registrations requirements are:

a. enrolment with Brazilian Federal Revenue 
(CNPJ);

b. enrolment with State and Municipal tax 
authorities, if so required according to 
the specific activities conducted by the 
company;

c. registration before the National Social 
Security Institute (INSS);

d. registration before the Severance Pay Fund 
(FGTS);

e. obtainment of the operating license with the 
Municipality; and

f. obtainment of the necessary permits to 
operate the company according to its 
corporate purpose, which may include, 
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the Brazilian Central Bank, through the 
SISBACEN. 

b. On an annual basis:

i. Brazilian companies that do not meet 
the criteria indicated in (a.i) above must 
inform their updated corporate struc-
ture to the Brazilian Central Bank on 
an annual basis; and

ii. A foreign capital annual census must 
be completed by Brazilian companies 
receiving foreign investment whenever 
they have, on the preceding year (i) 
direct foreign investment (in equity) in 
any amount, and, simultaneously, net 
equity equal to, or greater than, US$ 
100,000,000.00 (one hundred million); 
or (ii) outstanding balance of short-
term foreign accounts receivable (i.e., 
due within 360 days) equal to, or greater 
than, US$ 10,000,000.00 (ten million).

c. Every five years:

i. a foreign capital five-year census must 
be completed by Brazilian companies 
receiving foreign investment whenever 
they have, on the preceding reference 
year (i) direct foreign investment (in 
equity) in any amount; or (ii) out-
standing balance of short-term foreign 
accounts receivable (i.e. due within 360 
days) equal to, or greater than, US$ 
1,000,000.00 (one million).

Additional reports

Periodic filings regarding the compliance with 
tax and labor obligations are also required, 
depending on the business type and activities 
conducted by the company.

7. Are there any controlling factors or 
restrictions on foreign companies in your 
jurisdiction? 

Brazil is an open jurisdiction for foreign invest-
ment. As such, there are no general restrictions 
on foreign ownership, except in certain specific 
sectors.

Annual meeting

An annual meeting of shareholders must be held 
within four months following the end of each 
corporate year to:

a. Limitadas: (i) review management accounts 
and deliberate on the balance sheet and 
the economic result; and (ii) deliberate on 
managers election, as the case may be; and

b. S.A.s: (i) review management accounts and 
examine, discuss and vote on the financial 
statements; (ii) decide on the uses to which 
the net profits of the corporate year should 
be put and on the distribution of dividends; 
and (iii) elect the officers and the members 
of the audit committee, if any.

S.As must have their financial statements 
audited by an auditor registered before the 
CVM and published in a commercial newspa-
per and in the Official Gazette, for purposes of 
registering the annual resolution with the Board  
of Trade. Limited liability companies consid-
ered as “large entities” for the purposes of Law  
No. 11.638/2007 may also be required to pre-
pare their financial statements in accordance  
with the Corporations Law, and have such finan-
cial statements audited by an external auditor 
and published.

Reporting to Brazilian Central Bank

All direct foreign investments must be regis-
tered in the Electronic Declaratory Registry 
for Foreign Direct Investments (RDE-IED) of 
the Brazilian Central Bank, through a specific 
online system named SISBACEN.

In addition, Brazilian companies with direct 
foreign investment must comply with the fol-
lowing reporting requirements to the Brazilian 
Central Bank:

a. On a quarterly basis:

i. Brazilian companies with direct foreign 
investment that have net worth or 
total assets equal or higher than BRL 
250,000,000.00 (two hundred and fifty 
million), must submit information 
regarding their financial statements to 
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state, being the latter, as a general rule, its major-
ity shareholder).

Officers and board members are jointly referred 
to as managers under the Corporations Law.  
In general, management structure, composition, 
functions and responsibilities are determined 
by the Corporations Law and the company’s 
bylaws.

The board of directors is generally responsible 
for the strategic direction of the company. The 
board is a deliberative body only and does not 
have executive functions. The board members 
do not have specific titles. However, the board 
must have a chairman, chosen from among the 
board members.

The board of executive officers is incumbent 
upon the corporation’s representation before 
third parties and the performance of all acts 
necessary for the exercise of the corporation’s 
activities. Although officers are not required 
to have a specific designation, it is common 
for companies to designate their officers in the 
bylaws (for example, as chief executive officer 
(CEO) and chief financial officer (CFO)). An 
exception is made for publicly held companies 
that are required to have an investors’ relations 
officer with specific functions.

A corporation must have at least two officers 
and, if there is a board, three directors. 
Generally, up to one-third of the board mem-
bers can also serve as officers. Directors may 
be nationals or foreigners, resident in Brazil 
or abroad. Officers must be Brazilian residents 
(nationals or foreigners).

9. What is the minimum number  
of directors and shareholders required  
to set up a company in your jurisdiction?  
Are there any requirements that  
a director must be a natural person?

9.1 Minimum number of Shareholders

As a general rule, Limitadas and S.As must 
be incorporated and held by, at least, two 

The Brazilian Federal Constitution provides for 
the following limitations:

a. Foreign equity ownership of Brazilian 
journalistic and broadcasting companies is 
limited to 30%;

b. Foreign equity ownership of aviation com-
panies is limited to 20%; and

c. Nuclear power can only be exploited by the 
Brazilian government.

8. What is the typical structure  
of directors (or family management 
structure) and liability issues  
for companies in your jurisdiction? 

The typical management structure of Brazilian 
companies varies according to the type of busi-
ness entity incorporated.

8.1. Limitada

The Brazilian Civil Code does not establish 
a formal management structure for limited 
liability companies. Similarly, the existence of a 
board in a limited liability company, although 
possible, is not expressly provided for, since the 
board is only regulated by the Corporations Law.

The Limitada’s management is carried out by 
one or more officers (or managers) resident 
in Brazil, who may be, but do not have to be, 
shareholders. Their appointment is made by 
the shareholders, who may attribute a specific 
designation to them. The managers’ functions 
and responsibilities are set out in the applica-
ble legislation and the company’s articles of 
association.

8.2. Sociedade Anonima 

Under the Corporations Law, the management 
powers are vested in the company’s officers and 
the board of directors, or only the officers. The 
existence of a board of directors is mandatory 
only for publicly held companies, companies 
with authorized capital and mixed capital 
companies (that is, companies whose corporate 
capital is held both by private parties and the 

b. Transferring quotas: quotaholders may 
transfer their quotas to third parties, subject 
to the approval of other quotaholders rep-
resenting 75% of the company’s corporate 
capital. Any transfer of quotas is subject 
to the execution of an amendment to the 
Company’s articles of association;

c. Issuing new quotas: quotaholders of 
Limitadas have a preemptive right to 
subscribe new quotas of the company pro-
portionally to their respective participation 
in the company’s corporate capital. New 
quotas may only be issued if the company’s 
original corporate capital has been fully paid 
up; and

d. Public offer: Limitadas are not allowed to 
make public offerings.

shareholders, who can be individuals or legal 
entities, whether residents in Brazil or not. 

The incorporation and ownership by a single 
shareholder is allowed for S.A.s, provided that 
such shareholder is a Brazilian company.

9.2 Minimum number of Directors

Please refer to question 8 above.

10. What are the requirements on how 
shares are offered in your jurisdiction?

10.1. Limitada

a. General structure: The corporate capital 
of Limitadas is divided into quotas, which 
must have an assigned par value. Company’s 
subscribed capital and ownership of quotas 
must be duly ref lected in the articles of 
association;

Gallo practices in different areas of law, with 
special emphasis in corporate, mergers and 
acquisitions, listed companies and corporate 
governance, foreign investment, energy and 
infrastructure.

Before joining Campos Mello, Gallo was 
a partner in Tozzini Freire Advogados, 
co-heading the Corporate and Oil and Gas 
practice in Rio de Janeiro. He also worked for 
Telecom Italia Group as Legal Director and 
General Secretary of TIM Participações S.A.

Among his clients are Brazilian and foreign 
companies in the sectors of industrial goods 
and services, energy and infrastructure, 
defense and security, food and beverage, 
telecommunications, healthcare and retail.

Fabiano Gallo is a senior partner in Campos 
Mello Advogados Corporate and Energy 
practices, based in São Paulo.

Fabiano Gallo
Partner, Campos Mello Advogados



Jurisdictional Q&A – Brazil 2928  LexisNexis® Company Law Guide 2018–2019

11. What are the key laws and regulations 
on employment in your jurisdiction that 
companies should be aware of? Are there 
any aspects of employment law that are 
heavily regulated? 

The Federal Constitution and the Consolidation 
of Labor Laws (“CLT”), established by Decree-
Law 5.452 of May 1st, 1943, as amended, are the 
key laws regulating labor matters and workers’ 
fundamental rights in Brazil.

Because of the strict and protective legal frame-
work, parties in the employment relationship 
(i.e., employer and employee) have limited 
freedom to negotiate the applicable terms and 
conditions. Among the rights granted by labor 
laws to workers, and which cannot be changed 
by mutual agreement of the parties, we highlight 
the following:

a. minimum wage (which is annually updated);

b. “13th salary”, corresponding to one time the 
monthly salary and paid by the end of the 
year;

c. a work period of up to 8 hours per day and 
44 hours per week;

d. overtime compensation;

e. vacations/annual leave of 30 consecutive 
days, which can be divided in up to three 
blocks during the year;

f. “vacation bonus”, corresponding to 1/3 of  
the monthly salary and paid when the emp-
loyee leaves on vacation;

g. public transportation voucher; and

h. maternity and paternity leave.

Collective bargaining agreements negotiated by 
employers’ associations with employee ś unions 
may also affect the employment agreement by 
establishing specific rights and conditions to a 
certain category of workers, all of which must 
be observed by the employers. 

10.2. Sociedade Anonima

a. General structure: the corporate capital of 
a S.A. is divided into shares, which may be 
common or preferred (divided or not into 
different classes), depending on the rights 
and requirements associated with them. 
Non-voting preferred shares are limited to 
50% of the company’s corporate capital. 
All shares are nominative and registered in 
the appropriate corporate book and may be 
issued with or without par value. The bylaws 
must state the corporation’s subscribed 
capital and at least 10% of the capital must 
be paid upon the company’s incorporation;

b. Transferring shares: unless otherwise 
specified in the company’s bylaws or share-
holders agreement, in principle there are no 
restrictions to the transfer of shares (public-
ly-held corporations are subject to specific 
regulation of the CVM). Such transfer is 
deemed to be valid upon its registration 
in the company’s share registry and share 
transfer books;

c. Issuing new shares: shareholders also have a 
preemptive right to subscribe new shares of 
the company. New shares may only be issued 
if at least 3/4 of the company’s original cor-
porate capital has been paid up; and

d. Public offer: publicly-held corporations are 
allowed to make public offerings, which 
are subject to the requirements of specific 
regulation. 

Corporate capital of both Limitada and S.A. 
must be stated in national currency (Brazilian 
Reais) and may be paid in cash, credit and/or 
any type of asset that is susceptible of a mone-
tary assessment. Contributions in kind must be 
based on an appraisal report, which must indi-
cate the criteria, comparative data and valuation 
methods used to sustain its conclusions.

to or higher than BRL 600,000.00 (six hundred 
thousand) per manager, officer or executive 
requesting the residence permit; or (b) invest-
ment in the Brazilian company of an amount 
equal to or higher than BRL 150,000.00 (one 
hundred and fifty thousand) per manager, 
officer or executive, in addition to the creation 
of at least ten new jobs in the period of two years 
following the incorporation of the Brazilian 
company or entry of the manager, officer of 
executive.

Residence permits may be obtained for foreign-
ers investing in Brazilian companies, provided 
that they present evidence of investment of (a) an 
amount equal to or higher than BRL 500,000.00, 
(five hundred thousand) for business in general; 
and (b) an amount equal to or higher than BRL 
150,000.00 (one hundred and fifty thousand) for 
business related to innovation and research with 
a scientific or technologic character. 

14. When is a company subject to tax  
in your jurisdiction? What are the main 
taxes that may apply to companies in  
your jurisdiction? 

The Brazilian tax system is governed by the 
Federal Constitution and by the National Tax 
Code (CTN), which was implemented by Federal 
Law No. 5.172 of October 25, 1966, as amended. 
Industry or product-specific tax regimes may 
also apply.

Competence to tax is divided between federal, 
state and municipal authorities and encom-
passes taxes, improvement fees, contributions, 
fees and compulsory loans. The most common 
taxes applicable to companies in Brazil are the 
following:

a. Corporate Income Tax (IRPJ): Brazilian legal 
entities are taxed on their worldwide income 
and capital gains, regardless of their origin. 
Different methods of taxation may be 
applied depending on the company’s annual 
income;

12. What is the nature of the  
corporate governance regime in effect  
in your jurisdiction? What agencies or 
government bodies regulate corporate 
governance?

The corporate governance regime in Brazil is 
mainly established by the following statutes 
and regulations:

a. The Brazilian Civil Code;

b. the Corporations Law;

c. the regulations issued by CVM, which are 
applicable to publicly-held companies; and

d. the regulations issued by the São Paulo 
Stock Exchange (BM&F Bovespa), which 
has differentiated listing segments with 
specific corporate governance and trans-
parency requirements in addition to those 
given by the Corporations Law and by CVM. 
The most popular listing segment is called 
Novo Mercado, which has the highest level 
of corporate governance requirements.

Although not mandatory, the provisions con-
tained in the Brazilian Corporate Governance 
Code are also taken into account by several 
companies in Brazil. 

13. Does establishing a company in your 
jurisdiction grant any kind of residency 
rights? Are there any conditions that  
in order to receive these residency rights  
(if applicable) one must partner or 
establish a joint venture with a local  
(e.g. a citizen of your jurisdiction)?

Foreign investors may obtain residency rights 
by establishing a company in Brazil. There is no 
specific requirement to partner or establish a 
joint venture with Brazilian nationals in order 
to obtain such residency rights.

Residence permits may be obtained for foreign-
ers acting as managers, officers or executives 
of Brazilian companies, provided that the 
company presents evidence of (a) investment 
in the Brazilian company of an amount equal 
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Pre-merger analysis

The Brazilian Antitrust Law establishes that a 
pre-merger review shall be conducted by CADE 
in relation to any corporate transaction meeting 
certain thresholds.

CADE’s clearance must be attained prior 
to the closing of the transaction. Failure to 
comply with this provision may entail severe 
consequences, including: (a) gun jumping 
fines between BRL 60,000.00 (sixty thousand 
and BRL 60,000,000.00 (sixty million); (b) the 
initiation of an Administrative Proceeding 
against the undertakings; and (c) the deal can 
be declared null and void.

Anticompetitive behavior

According to the Brazilian Antitrust Law, an 
anticompetitive behavior is characterized as an 
act able to (a) limit, falsify or in any way restrain 
competition; (b) control a relevant market of 
certain products or services; (c) increase profits 
on a discretionary basis; or (d) exert market 
power in an abusive way. 

In case of breach, companies may face fines 
ranging from 0.1% up to 20% of gross revenues 
in the year preceding the initiation of the pro-
ceeding. Individuals engaged in the practice 
may be liable to fines ranging from 1% up to 
20% of the one applied against the company and 
criminal prosecution.

16. What are the main intellectual 
property rights companies should be 
aware of in your jurisdiction?

Intellectual property rights in Brazil are regu-
lated by Federal Law No. 9.276 of May 14, 1996, 
as amended, and by international treaties such 
as the Paris Convention for the Protection of 
Industrial Property. The Brazilian Industrial 
Property Institute (INPI) is the national author-
ity in charge of registering intellectual property 
rights and supervising the enforcement of the 
applicable rules.

The following intellectual property rights are 
protected by the Brazilian legal framework:

b. Social Contribution on Net Income (CSLL): 
a social contribution with the purpose of 
funding the social security system;

c. Tax on Manufactured Products (IPI): applies 
to the sale and import of manufactured 
goods;

d. Tax on Financial Transactions (IOF): applies 
to several types of financial transactions 
such as (i) intercompany loans; (ii) exchange 
and insurance transactions; and (iii) securi-
ties or gold transactions.

e. Economic Intervention Contribution 
(CIDE): applies to payments made in con-
nection with license agreements, acquisition 
of know-how and agreements involving 
cross-border transfer of technology;

f. Social Security Financing Contribution 
(PIS/COFINS): applies to company’s oper-
ating revenues. Two different methods may 
be used: cumulative and non-cumulative 
methods;

g. Import Duty (II): due upon customs clear-
ance of imported products; and

h. Export Duty (IE): applies to the export of 
certain listed goods.

i. Tax on Distribution of Goods and Services 
(ICMS): state value-added tax on sales, com-
munication and transportation services; and

j. Tax on Services (ISS): applies to payments 
made in connection with the rendering 
certain services.

15. How does the competition law in your 
jurisdiction regulate companies?

Federal Law No. 12,529 of November 30, 2011, 
as amended, sets forth the main rules and prin-
ciples governing the antitrust system in Brazil 
(“Brazilian Antitrust Law”). Responsibility 
for enforcing the Brazilian Antitrust Law rests 
with the Administrative Council for Economic 
Defense (CADE), a governmental agency in 
charge of analyzing mergers and anticompeti-
tive/monopolistic behavior.

with the purpose of protecting the external 
ornamental shape of an object or the set of 
lines and colors applied to a product.

Copyrights are also protected by the Brazilian 
legislation without the need to obtain any 
specific registration, under the terms of Federal 
Law No. 9.610 of February 19, 1998, as amended.

17. Does your jurisdiction have laws or 
regulations that govern data privacy?

Although still not subject to specific regulation 
in Brazil, data privacy has been significantly 
discussed by scholars and practitioners over 
the past years. While a specific regulation is 
not approved, the protection of data privacy 

a. Trademarks: can be obtained by individuals 
or legal entities (national or foreign) with the 
purpose of distinguishing certain products 
or services related to their business activ-
ities, according to the Nice International 
Classification System;

b. Patents: are granted to inventions meeting 
the requirements of novelty, presence of an 
inventive step and industrial applicability;

c. Utility models: are granted to parts of inven-
tions capable of industrial use, with a new 
shape or layout and which have an inventive 
act involved; and

d. Industrial designs: can be obtained by indi-
viduals or legal entities (national or foreign) 
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Special tax regimes can also be negotiated and 
granted on a case-by-case basis, to establish 
specific conditions for the operation of the 
company in each location and the expansion of 
its business activities in certain markets. 

On the infrastructure and technology sectors, 
for example, foreign investors may benefit from 
several incentives, such as:

a. REIDI – Special Regime of Incentives for the 
Development of Infrastructure;

b. REPORTO – Special Tax Regime for 
Modernization and Expansion of the Port 
Structure;

c. REPENEC – Special Incentive Regime for  
Infrastructure Development of the Oil In- 
dustry in the North, Northeast and Midwest 
Regions;

d. Exemption of the Tax on Financial Tran-
sactions (IOF) on the financing of road and 
rail infrastructure projects; and

e. REPES – Special Tax Regime for Information 
Technology Export Companies.

Besides the tax benefits mentioned above, it is 
also noteworthy:

a. distributions paid by a Brazilian legal entity 
to its shareholders are treated as tax-free 
dividends;

b. Depending on the corporate income tax 
regime adopted by the company, net oper-
ating losses generated in a given period/year 
can be used to offset up to 30% of the taxable 
income accrued on the subsequent period/
year; and 

c. recognition of gains or losses in reorganiza-
tions can be deferred and goodwill can be 
amortized, provided that certain thresholds 
are met. 

is conferred by the general principles and 
provisions of the Federal Constitution, which 
establishes that:

a. intimacy, private life, honor and image of 
persons are inviolable; and

b. correspondence and telegraphic, data and 
telephone communications are deemed 
confidential.

Data privacy is also generally regulated by  
the Brazilian Civil Code and by laws and 
regulations that address particular types of 
relationships (e.g. Consumer Protection Code 
and labor laws), particular sectors (e.g. financial 
institutions, health industry, telecommunica-
tions, etc.), and particular professional activities 
(e.g. medicine and law).

Federal Law No. 12.965 of April 23, 2014 (the 
“Brazilian Internet Act”), and its regulating 
Decree No. 8.771 of May 11, 2016, establishes 
general principles, rights and obligations for the 
use of the Internet, and introduced provisions 
concerning the storage, use, treatment and 
disclosure of data collected on-line. Also, the 
Decree has brought first legal definition of per-
sonal data. There are also laws on the collection, 
treatment and safeguarding of documents and 
information, which have privacy implications 
(e.g. Tax Code, concerning tax secrecy).

18. Are there any incentives to attract 
foreign companies to your jurisdiction? 

Brazil has established a variety of tax incentives 
to attract national and foreign investment to 
less developed sectors of the economy (e.g. 
infrastructure and technology, as detailed 
below) and locations (notably the North and 
Northeast regions, where specific development 
agencies were created).

Among such tax incentives, governmental 
authorities may grant tax credits, tariff reduc-
tions or exemptions and subsidized credit from 
governmental banks, especially the National 
Bank for Economic and Social Development 
(BNDES).

e. debtor and any of its managers and share-
holders has not been convicted of any crimes 
set forth in the Brazilian Bankruptcy and 
Restructuring Law.

The same requirements apply to debtors wanting 
to propose and negotiate an extrajudicial recov-
ery plan with its creditors.

Companies that do not meet the requirements 
of the judicial recovery must request their own 
forced liquidation a bankruptcy court. Upon 
acceptance of the liquidation request, the debtor 
is removed from its activities with the purpose 
of preserving and optimizing the productive use 
of assets and productive resources, including 
intangible asset. Forced liquidation may also 
be requested by creditors upon fulfilment of 
additional requirements. 

19. What is the law on corporate 
insolvency in your jurisdiction?

Corporate insolvency is regulated in Brazil by 
Federal Law No. 11.101 of February 9, 2005 
(“Brazilian Bankruptcy and Restructuring 
Law”), which establishes the legal framework 
for judicial recovery, extrajudicial recovery and 
bankruptcy.

The main objective of judicial or extrajudicial 
recovery is to enable the reorganization of the 
company while maintaining the production 
source and protecting employees and creditors. 
A judicial recovery may be requested by debt-
ors facing financial difficulties if the following 
requirements are met:

a. debtor has been conducting its activities for 
more than two years; 

b. debtor has not been declared insolvent or, in 
case debtor has been declared insolvent, the 
responsibilities arising out of the lawsuit are 
ceased;

c. debtor has not been subject to judicial recov-
ery in the past five years;

d. debtor has not been subject to special judi-
cial recovery in the past five years; and
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21. Are there any features regarding 
company law in your jurisdiction  
or in Asia that you wish to highlight? 

Investment opportunities in Brazil keep rising 
every day. Largely driven by the need to develop 
certain sectors of the economy and absorb 
international technology and know-how, the 
Brazilian government continues to welcome 
investors with a fertile soil to conduct business 
and a receptive legal framework (including from 
a company law standpoint). The growth poten-
tial of the domestic market and the appetite for 
consumption of an emerging middle class also 
contribute to attract foreign companies wishing 
to internationalize the offer of new products and 
services in different segments of the economy. 

20. Have there been any recent  
proposals for reforms or regulatory 
changes that will impact company law  
in your jurisdiction? 

Important changes to the Brazilian labor legis-
lation were recently approved by the Congress, 
in an attempt to modernize and adapt the legal 
framework to the constant evolution of the labor 
market. By introducing less restrictive rules, 
such changes are expected to have a positive 
impact on the development of the business 
environment and on the creation of new jobs.

Jurisdiction:  Cyprus
Firm:  Harris Kyriakides LLC
Author: Michael Kyriakides

1. What is the general situation for 
foreign companies in your jurisdiction? 
(For example, common presence,  
difficulty to setup, restrictive system, 
open and welcoming jurisdiction?) 

The Republic of Cyprus (‘Cyprus’) is an estab-
lished financial centre and thriving business 
hub, with a vast array of investment opportu-
nities in key growth sectors of the economy. 
The island’s ideal strategic location, advanced 
infrastructure and high quality of life are key 
reasons to relocate and live on the island but are 
also at the heart of an investor’s choice to invest 
in Cyprus. The island is an ideal investment 
gateway to the European Union (‘EU’), as well 
as a portal for investment outside the EU, par-
ticularly into the Middle East, India and China. 
As a member of the wider EU and Eurozone 
community, Cyprus ensures safety and stability 
for investors, while also offering them market 
access to more than 500 million EU citizens. The 
local infrastructure is ideally suited for business 
people who need to get things done. Thanks to 
its modern road network, extensive port facili-
ties and two new international airports, travel 
and transport in and beyond Cyprus is fast, 
efficient and cost-effective.

The competitive advantages of Cyprus as an 
international financial centre are significantly 
enriched by a secure and straightforward legal 
and regulatory framework, based on English 
common law principles. Offering foreign 
businesses a familiar and reliable framework 
within which to operate, Cyprus’ legal system 
is also fully compliant with the EU, the Financial 
Action Task Force on Money Laundering 
(FATF), OECD, FATCA, the Financial Stability 

Forum laws and regulations and EU AML 
directives.

Further, Cyprus maintains a stable and attrac-
tive tax regime, which offers a wide range 
of incentives and advantages for both legal 
and natural persons. This tax regime is fully 
compliant with EU, OECD and international 
laws and regulations. Providing access to an 
extensive network of more than 60 Double Tax 
Treaties, and maintaining a corporate tax rate of 
12.5%, one of the lowest in the EU, Cyprus offers 
international investors and domestic businesses 
confidence to invest, grow and prosper.

Cyprus is generally considered a very welcom-
ing and easy-to-do-business jurisdiction. This 
translates into straightforward and efficient 
processes that are clearly set out at the legis-
lative, regulatory and executive levels but also 
in terms of actual practice. According to the 
Doing Business Report 2017, Cyprus is ranked 
45th worldwide with an overall score of 72.65%, 
an improvement in the business environment 
within the economy from 2016. In the individual 
topics ordinal rankings, Cyprus has improved 
its position from 2016 in the areas of Starting 
a Business (53rd), Getting Electricity (63rd) and 
Paying Taxes (34th). At the same time, it has 
retained the same position as in 2016 in the 
areas of Trading across Borders (45th), Enforcing 
Contracts (139th) and Resolving Insolvency 
(16th), while it has lost ground in the areas of 
Dealing with Construction Permits (125th), 
Registering Property (91st), Getting Credit (62nd) 
and Protecting Minority Investors (27th). When 
comparing with the EU countries, Cyprus is 
above average in the areas of Starting a Business, 
Protecting Minority Investors, Paying Taxes, 
and Resolving Insolvency.
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2. What are the key laws and  
regulations that govern company  
law in your jurisdiction?

Cyprus companies are regulated by the Com-
panies Act (Cap 113) (‘CA’). The CA emanates 
from the equivalent English Companies Act 
of 1948, and it has been in force in Cyprus 
for over half a century, defining and setting 
the rules and parameters of the law governing 
Cyprus-incorporated companies and acting 
as the backbone to a vibrant commercial hub 
in Cyprus. The CA has developed in the years 
through various legislative amendments effected 
periodically (including laws aimed at harmoni-
sation with EU directives in the field of company 
law). Nevertheless, its principles have remained 
intact and have greatly assisted in achieving 
certainty of law. The CA is sufficiently detailed 
and covers almost all aspects of company reg-
ulation, from the formation of a company until 
its dissolution. 

Apart from the CA, Cyprus has recently regu-
lated the business of provision of administration 
services to private companies. The relevant 
provisions are found in The Law Regulating 
Companies Providing Administrative Services 
and Related Matters of 2012.

3. What are the most common types  
of companies in your jurisdiction?

The most common type of company in Cyprus 
is the private limited liability company, which 
is almost invariably formed to be limited by 
shares. Once the company is formed, it acquires 
separately legal personality and can transact 
independently from its shareholders or officials 
(directors or secretary). Consequently, the 
liability of the shareholders is limited up to the 
amount payable for the allotment of the shares 
and in the event that for any reason the company 
enters into financial problems, the shareholders 
of the company are not obliged to fund the 
company or contribute towards its obligations. 
In essence, by the time that a shareholder has 
fully paid the shares that such shareholder has 

acquired in a company, the shareholder shall 
have no personal liability whatsoever in relation 
to the dealings of the company. The concept of 
limited liability, an essential feature of a private 
limited company, serves as a powerful incentive 
for entrepreneurs to form companies aiming to 
control business risk. 

4. How long does it take to set up a 
company in your jurisdiction?  
(For example, it could be as fast as X 
amount of time, average setup time  
and then as slow as Y amount of time 
based on your experience – are there  
any mechanisms to fast track setup?)

A Cyprus company can be set up within 2–3 
business days under the fast-track process, 
which is almost invariably used in practice. The 
standard process will obviously take longer; 
however, it is never used because the fast-track 
process ensures that the amount of time neces-
sary for set-up is minimum, and the additional 
cost for using this fast-track process is negligi-
ble compared with the standard process. The 
Department of the Registrar of Companies and 
Official Receiver (the ‘DRCOR’) is the govern-
ment body responsible for the registration of 
companies in Cyprus. It has recently updated 
its software system, and registrations can now 
be submitted online. Further steps are currently 
processed in order to further integrate services 
and make them available online as well as 
towards simplifying the registration procedures.

5. What are the main registration 
requirements for companies in your 
jurisdiction? What are the fees? 

Setting up a company in Cyprus is quite fast, 
straightforward and simple. Firstly, companies 
should submit an application of approval of 
company name to the DRCOR. This can be 
undertaken either directly by the applicants 
themselves or through a lawyer or service pro-
vider. As a matter of good practice, Cyprus law 
firms and providers of administration services 

obtained within 2–3 business days. As a matter 
of law, the registration certificate constitutes 
proof of incorporation. 

6. What are the main post-registration 
reporting requirements for companies 
 in your jurisdiction? (For example, annual 
reporting requirements: what to file, to 
whom, is a company secretary required?)

There are important post-incorporation require-
ments for Cyprus companies. 

Firstly, all companies must register with the Tax 
Department in order to obtain a tax identifica-
tion number. Also, in certain circumstances, 
there is also the requirement to register with the 
VAT Department and obtain a VAT registration 
number. 

If the company employs personnel, it is liable to 
register with the Social Insurance Services and 
pay contributions to the relevant funds set up for 
employees, such as social insurance, annual hol-
iday  with  pay, redundancy, human resource 
development and social cohesion fund. The 
amount paid by the employer is confined to a 
certain percentage of the salary of the employee. 
Employers pay their contributions (including 
the employees’ share) monthly in arrears, within 
one month from the end of each contribution 
month. The application form for the registration 
of employers can be submitted electronically or 
by hand or by mail to a District Social Insurance 
Office or Citizens Service Centre. 

Thirdly, directors are obliged to arrange for the 
keeping of financial accounts and the prepa-
ration of annual financial statements, which 
need to depict a fair and accurate picture of the 
company. The annual financial statements of a 
Cyprus company must be filed with the annual 
return (HE32 form) with the DRCOR at least 
18 months after the registration of the company 
and, following that, once a year. The annual 
financial statements must adhere to the inter-
national standards of financial reporting. The 
annual return also includes information about 
the registered office of the company, register of 

typically maintain a number of pre-approved 
names, which are offered to clients if speed is 
of the essence and the founders are indifferent 
to the actual name of the company. This means 
that the applicant can have an approved com-
pany name immediately.

Secondly, the founders will need to retain a law 
firm to undertake the preparation of the relevant 
documents. According to the Cyprus law, only 
lawyers licensed by the Cyprus Bar Association 
are allowed to prepare and sign the constitu-
tional document of the company as well as the 
HE1 form, which confirms that they have done 
so. The founders are usually asked to:

a. submit to the law firm a brief description 
of the main objects of the company, unless 
the standard Memorandum and Articles of 
Association are to be used;

b. resolve and advise on the amount of nominal 
share capital and how this shall be divided;

c. provide the details and supporting doc-
umentation in relation to the founders 
(shareholders) and officials (directors and 
secretary) of the company as well as doc-
uments that will meet ‘know your client’ 
and anti-money laundering regulations in 
relation to those persons; and

d. advise the proposed registered address of the 
company.

On the basis of this information, certain forms 
are completed and submitted to the DRCOR. 
Once the application package has been sub-
mitted to the DRCOR and the applicable fees 
have been paid, a process is set in motion, 
which in the absence of any problems results 
in the incorporation of the company, the issue 
of its certificate of incorporation and of a cer-
tified copy of its Memorandum and Articles of 
Association.

The relevant statutory papers can be lodged 
either online or by hand at the DRCOR. If all 
the statutory documents were properly pre-
pared and signed by the company officials and 
shareholders, the registration certificate can be 
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information. Also, it needs to submit its con-
stitutional documents and information about 
its shareholders and directors and, further, it 
needs to nominate at least one person resident 
in Cyprus, who shall be authorised to accept on 
behalf of the company any notices required to 
be served to it. 

8. What is the typical structure  
of directors (or family management 
structure) and liability issues 
for companies in your jurisdiction? 

Typically, the management of a Cyprus company 
is conducted by its board of directors, which 
may exercise all such powers of the company as 
are required (either by the CA or by the Articles 
of Association of the company) to be exercised 
by the shareholders of the company. The Articles 
of Association of a Cyprus company may pro-
vide that certain transactions are reserved to 
the shareholders and may also regulate issues 
of quorum, majority and process in relation to 
the adoption of any resolution for such matters 
(usually described as Reserved Matters). 

In relation to the liability of directors, Cyprus 
law did not codify the duties of directors, and 
the matter is still approached by reference to 
common law rules and equitable principles as 
they apply in relation to directors under English 
common law. Accordingly, directors are under a 
duty to act in the best interests of the company, 
exercise discretion and independent judgment, 
exercise power for proper purposes, avoid con-
flict of interest etc. 

9. What is the minimum number  
of directors and shareholders required  
to set up a company in your jurisdiction? 
Are there any requirements that  
a director must be a natural person? 

In private limited companies, there are no 
special rules on the minimum number of share-
holders or officials. In fact, the single-member 
company is expressly envisaged by the CA and, 
accordingly, it is possible for a company to have 

shareholders and bond holders, debts to current 
and former officials of the company and other 
information. 

Also, the DRCOR should be notified of every 
structural change/alteration in a Cyprus com-
pany, such as change of the registered office, 
resignation and appointment of directors/sec-
retaries, increase and decrease of share capital. 

7. Are there any controlling factors  
or restrictions on foreign companies  
in your jurisdiction?

Foreign companies can enter into transactions 
related to the Cyprus jurisdiction without any 
restriction, except in relation to:

a. specific businesses which require licensing 
anyway, such as banking, insurance and 
investment advice; and

b. the purchase of immovable property, which 
requires a separate licence to be issued by the 
Ministry of Interior. 

If the foreign company wishes to establish a 
place of business within Cyprus (without in- 
corporating a Cyprus company to do so), then 
it has the obligation to establish a branch or 
representative office in Cyprus and register itself 
with the DRCOR as an overseas company within 
one month from the date of such establishment. 
This does not amount to the creation of a new 
legal entity, and it is still the foreign company 
that transacts in Cyprus through the branch or 
the representative office. 

Foreign companies will need to submit a written 
report which includes information on the name 
and legal form of the overseas company, the 
name of the branch (if it is going to be different 
from the name of the overseas company), the 
registered office and address of the overseas 
company as well as its business address, the 
purpose and objects of the overseas company, 
the location where the basic information about 
the company has been filed, the amount of the 
capital subscribed (where applicable), the law 
of the state governing the company and other 

and payable on each share. In the case of shares 
allotted as fully or partly paid up otherwise 
than in cash, it also includes the contract in 
writing constituting the title of the allottee to 
the allotment together with any contract of 
sale, or for services or other consideration in 
respect of which that allotment was made, such 
contracts being duly stamped, and a return 
stating the number and nominal amount of 
shares so allotted, the extent to which they are 
to be treated as paid up, and the consideration 
for which they have been allotted.

11. What are the key laws and regulations 
on employment in your jurisdiction that 
companies should be aware of? Are there 
any aspects of employment law that are 
heavily regulated? 

Employment law is substantially regulated in 
Cyprus, and there are many separate pieces of 
legislation which regulate specific matters in 
relation to issues pertaining to employment:

a. the law on the provision of information from 
the employer to the employee for the terms 
regulating the employment contract or 
employment relations: this law regulates the 
information that each employer is bound to 
deliver to the employee, either through the 
contract of employment or otherwise, once 
the employment relationship is constituted;

b. the law on equal remuneration of men and 
women, which regulates the circumstances 
under which remuneration should not dif-
ferentiate on grounds of gender;

c. laws regulating maternity leave and the 
protection of pregnant employees as well as 
the parental leave and leave for reasons of 
force majeure law;

d. laws prohibiting employment of children 
and otherwise regulating the protection of 
vulnerable persons in the work environ-
ment, such as young persons;

e. the law on the termination of employment, 
which regulates issues of termination 

a sole shareholder and director and secretary. 
The only limitations that apply in private limited 
companies relate to the secretary; section 172 
of the CA provides that no company shall have:

a. as secretary to the company a corporation 
the sole director of which is a sole director 
of the company; or

b. as sole director of the company a corpora-
tion the sole director of which is secretary 
to the company.

The restrictions do not apply to a private limited 
liability company with one and only member.

10. What are the requirements on how 
shares are offered in your jurisdiction? 

The issuance of additional shares in a private 
limited company requires the co-operation of 
both the shareholders and the board of directors. 
The shareholders have the power under the CA 
to resolve on the increase of the authorised share 
capital of the company. In this way, they control 
the issuance of further shares, in the sense that if 
there is no unissued share capital, there is little 
for the board of directors to do in this regard. 
If the authorised share capital of the company 
includes unissued shares, then the power to 
decide whether such new shares shall be issued 
is usually conferred to the board of directors. 

The CA and often the Articles of Association 
contain provisions regarding pre-emption rights 
conferred to the existing shareholders and regu-
late the process under which new shares can be 
first offered to the existing shareholders before 
these are allotted to third parties. The Articles of 
Association also contain provisions which deal 
with the process of allotment of shares. 

Whenever a limited company makes any allot-
ment of its shares, it has the obligation to deliver 
to the DRCOR for registration a return of the 
allotments within one month thereafter. This 
return states the number and nominal amount 
of the shares comprised in the allotment, 
the names, addresses and descriptions of the 
allottees, and the amount, if any, paid or due 
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granted the right to employ non-EU citizens 
who can live and work in Cyprus. As a rule, the 
policy allows for up to five persons for senior 
management and 10 persons for middle man-
agement executives and other key personnel, 
subject to the discretion of the Civil Registry 
and Migration Department to grant additional 
licences if it is satisfied that the employment 
of a greater number is justified, depending on 
the circumstances of each company. There is 
no maximum number for the employment of 
third-country nationals as supporting stuff, 
provided that the necessary approvals from 
the Department of Labour have been obtained. 
There are also special procedures for family 
members. See also question 18.

14. When is a company subject to tax  
in your jurisdiction? What are the main 
taxes that may apply to companies  
in your jurisdiction? 

A company is subject to tax in Cyprus if it is 
a tax resident of Cyprus, i.e. if it is managed 
and controlled in Cyprus. All Cyprus tax-res-
ident companies are taxed on their income 
accrued or derived from all chargeable sources  
in Cyprus and abroad. A non-Cyprus tax-res-
ident company is taxed on income accrued 
or derived from a business activity which is 
carried out through a permanent establishment 
in Cyprus and on certain income arising from 
sources in Cyprus.

All trading profits of a Cyprus company are 
taxed at a f lat rate of 12.5%, following the 
deduction of related expenses wholly and 
exclusively incurred in the production of this 
income. Foreign exchange gains or losses will 
no longer affect the tax computation irrespective 
of the assets/liabilities creating these foreign 
exchange results or whether these are realised 
or unrealised.

Foreign dividends received by a Cyprus com-
pany are not subject to income tax and may also 
be exempt from Special Defence Contribution, 
if specific conditions are met, namely if the 

notice and compensation as well as issues of 
redundancies;

f. special laws regulating collective dismissals 
or safeguarding employees’ rights in the 
transfer of undertakings, businesses or parts 
thereof. 

12. What is the nature of the corporate 
governance regime in effect in  
your jurisdiction? What agencies or 
government bodies regulate corporate 
governance? 

Corporate governance regulations have been 
promulgated in relation to public companies 
(especially listed companies) as well as com-
panies which are in the business of regulated 
activities, such as banking, insurance and 
investment advice. Private limited companies 
in Cyprus do not have substantial corporate 
governance obligations, and boards of directors 
are obliged to observe common law principles 
regarding directors’ duties (see question 8). 

13. Does establishing a company in your 
jurisdiction grant any kind of residency 
rights? Are there any conditions that  
in order to receive these residency rights 
(if applicable) one must partner  
or establish a joint venture with a local  
(e.g. a citizen of your jurisdiction)?

Other than EU citizens, there is a special pro-
cedure for a Cyprus company to be granted the 
right to employ in Cyprus a non-EU citizen. 
The relevant policy was initially promulgated in 
November 2006 by the Council of Ministers and 
regulates the issuance and renewal of residence 
and employment permits for personnel from 
third countries who are employed in compa-
nies of foreign interests that are registered in 
Cyprus. If the applicant is a Cyprus company 
which is owned by foreign interests, it needs 
to meet the eligibility requirements (over 50% 
foreign participation or overall participation 
in share capital not less than € 171,000) and, if 
met, it can apply for registration in order to be 

15. How does the competition law in your 
jurisdiction regulate companies?

The Commission for Protection of Competition 
(‘CPC’) has the exclusive responsibility for 
the harmonious operation of the market, 
within the rules of fair competition far from 
any anti-competitive distortions as means to 
boost economic growth and social welfare. The 
Protection of Competition Law 2008 and 2014 
(the ‘Competition Law’), in conjunction with 
the Control of Concentrations of Enterprises 
Law 83(Ι)/2014, set the rules and principles 
that are aimed at the maintenance of effective 
competition within the Cypriot market. The 
legislative framework introduces prohibitions 
against agreements or collusive conduct which 
distorts competition as well as against the abuse 
of dominant position of undertakings. At the 
same time, CPC is entrusted with certain duties 
with the ultimate aim of offering consumers 
higher-quality goods and services at competitive 
prices, increasing productivity and invest-
ments and establishing a climate favourable to 
research, innovation and technological progress. 
The Competition Law, inter alia, designates the 
CPC as the competition authority of Cyprus, 
responsible for the application of Regulation 
1/2003, and of articles 101 and 102 of the Treaty 
on the Functioning of the European Union 
(‘TFEU’), where necessary. 

Pursuant to the Competition Law, the CPC has, 
among others, the exclusive authority to inves-
tigate and take decisions on the infringement 
of sections 3 and/or 6 of the Competition Law 
and of articles 101 and/or 102 of the TFEU and 
also decide on interim measures, impose terms 
and behaviour and/or structural remedies, 
according to the infringement, necessary to 
bring the infringement to an end, and conduct 
investigation in a specific sector of the economy 
or in specific types of agreements pursuant to 
section 32A of the Competition Law. 

For every infringement of sections 3 and/or 6 
of the Competition Law and of articles 101 and/
or 102 of the TFEU, the CPC has the power to 

paying company does not engage more than 
50%, directly or indirectly, in activities that 
lead to passive income (non-trading income), 
or the foreign tax burden on the income of the 
company paying the dividend is not substan-
tially lower than the tax burden in Cyprus (a 
tax rate of 6.25% or more in the country paying 
the dividend satisfies this condition). No partic-
ipation or holding threshold is required, and the 
Cyprus participation exemption regime can be 
described as one of the most generous amongt 
those available. This is witnessed by the fact 
that in virtually all the cases, foreign dividends 
are exempt from any taxation in Cyprus as the 
above-mentioned criteria are easy to satisfy.

As Cyprus’ tax legislation clearly applies the 
separation of income and capital, capital gains 
are not included in the ordinary trading profits 
of a business but instead are taxed separately 
under the Capital Gains Tax Law. Capital gains 
tax is only imposed on the sale of immovable 
property situated in Cyprus as well as on the 
sale of shares in companies (other than quoted 
shares) in which the underlying asset is immov-
able property situated in Cyprus. Capital gains 
tax is imposed at a flat rate of 20% after allowing 
for indexation. What is critical for international 
businesses is that capital gains that arise from 
the disposal of immovable property held outside 
Cyprus, as well as shares in companies which 
may have as an underlying asset immovable 
property situated outside Cyprus, and shares of 
non-Cyprus companies are completely exempt 
from capital gains tax.

Cyprus imposes no withholding taxes on pay-
ments to non-tax resident persons (companies 
or individuals) in respect of dividends, interest 
and royalties used outside Cyprus, irrespective 
of whether the recipient of the payment resides 
in a treaty country or not. Further, Cyprus does 
not tax any gains or profits arising from the 
trading of a wide range of securities. 
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required to notify the Commissioner in writing 
that a filing system is being set up or that pro-
cessing is to take place. Information notified is 
kept in the Commissioner’s Register of Filing 
Systems and Processing. There is no charge for 
notification. 

The Commissioner’s prior approval is required 
when data are to be transmitted to a country 
outside the EU/EEA (other than to a whitelisted 
country), or if two or more filing systems which 
contain sensitive data or from which data may 
be retrieved using common criteria are to be 
interconnected.

18. Are there any incentives to attract 
foreign companies to your jurisdiction? 

As a part of its policies aimed to further encour-
age foreign direct investment and attract high 
net worth individuals to settle and do business 
in Cyprus, the Council of Ministers introduced 
in September 2016 the current ‘Scheme for 
Naturalization of non-Cypriot investors by 
exception’ (the ‘Scheme’) and thus established 
the new criteria and terms based on which 
non-Cypriot entrepreneurs or investors may 
acquire Cypriot citizenship.

On the basis of the Scheme, a non-Cypriot 
citizen who meets the economic criteria, either 
personally or through a company/companies 
in which he/she participates as a shareholder, 
in proportion to his/her holding percentage, or 
through investments done by his/her spouse or 
jointly with the spouse or even as a high-rank-
ing senior manager of a company/companies 
that meets one of the economic criteria, may 
apply for the acquisition of Cypriot citizenship 
through naturalisation by exception. The crite-
ria are as follows:

a. investment in real estate, land development 
and infrastructure projects: the applicant 
must have made an investment of at least  
€ 2 million for the purchase or construction 
of buildings or for the construction of other 
land development projects (residential or 
commercial developments, developments in 

impose an administrative fine, according to the 
gravity and duration of the infringement, not 
exceeding 10% of the combined annual revenue 
of the undertaking or not exceeding 10% of 
the revenue of every undertaking member of 
the association of undertakings, in the year 
within which the infringement took place or 
in the year which immediately preceded the 
infringement. In addition, it has several other 
ancillary powers, such as to require that the 
undertakings or association of undertakings to 
bring the infringement to an end within a set 
time period and avoid repetition in the future. 

16. What are the main intellectual 
property rights companies should  
be aware of in your jurisdiction? 

Cyprus maintains legislation which protects 
all general types of intellectual property rights, 
including trademarks, copyright and relative 
rights, patents, industrial designs and others. 
It is also a contracting party in several inter-
national multilateral treaties, such as the Berne 
Convention on the Protection of Literary and 
Artistic Works, the Paris Convention for the 
Protection of Industrial Property, and the WIPO 
Convention. 

In recent years, the Cyprus government has 
given emphasis on providing incentives to for-
eign intellectual property companies to invest 
in Cyprus. Under the new Cyprus IP Box, appli-
cable as from 1 July 2016, Cyprus intellectual 
property companies can be taxed at an effective 
tax rate of 2.5% (or less) on qualifying profits 
earned from exploiting qualifying intellectual 
property. Non-qualifying incomes are taxable 
at an effective tax rate of 12.5% (or less).

17. Does your jurisdiction have laws  
or regulations that govern data privacy?

The EU Directive on data protection was 
implemented in Cyprus through the law on the 
Processing of Personal Data (Protection of the 
Individual) of 2001 (Law No. 138(l)/2001), as 
amended. An enterprise that processes data is 

the Fund shall inform in writing and on an 
annual basis the Ministries of Finance and 
Interior with reference to the value of the 
initial investment. The purchase of financial 
assets of Cypriot companies or organisations 
of at least € 2 million, such as bonds, bills 
and securities, issued with the approval 
of CySec, by companies that have proven 
physical presence and substantial economic 
activity in Cyprus, and have as a purpose the 
financing of the investment plans of these 
companies or organisations exclusively 
in Cyprus, based on an investment plan, 
falls under this criterion. The purchase by  
an AIF of units of other AIFs is not consid-
ered eligible;

d. combination of the aforementioned invest-
ments: the applicant may proceed with 
a combination of the above investments, 
provided that the total investment will 
amount up to at least € 2 million. Under 
this criterion, the applicant may purchase 
special Cyprus government bonds, up to  
€ 500,000, which will be issued by the Public 
Debt Management Office of the Ministry of 
Finance, on condition that the investor will 
retain these bonds for a three-year period. 
The characteristics and the terms of these 
special bonds will be determined by the 
General and Special Issue Terms of the 
Government Bonds of Cyprus. Investments 
in government bonds through the secondary 
market are not considered eligible.

A high-ranking senior manager may also apply, 
provided that he/she receives such a remunera-
tion that generates for Cyprus tax revenues of 
at least € 100,000 over a three-year period and 
provided that this tax has already been paid or 
prepaid.

The applicant should have made the necessary 
investments during the three years preceding 
the date of the application and must retain the 
said investments for a period of at least three 
years as from the date of the naturalisation.

the tourism sector) or other infrastructure 
projects. Investment in land under develop-
ment is included in this criterion, provided 
that an investment plan for the development 
of the purchased land will be included in the 
application. It is understood that investment 
in land that is situated in a building zone of 
zero development is excluded;

b. purchase or establishment or participation 
in Cypriot companies or businesses: the 
applicant should have made a purchase or 
should have participated in companies or 
organisations established and operating 
in Cyprus with an investment costs of at 
least € 2 million. The invested funds shall 
be channelled towards the financing of the 
investment objectives of these companies 
exclusively in Cyprus, based on a specific 
investment plan. Applications shall be 
evaluated to verify that the companies or 
organisations have proven physical presence 
in Cyprus, with significant activity and 
turnover and employ at least five Cypriots or 
citizens of EU member states. The minimum 
number of employees shall increase if more 
than one applicant invest simultaneously or 
almost simultaneously in the same business 
or company. In addition, the employees 
of the companies need to have legally and  
continuously resided in Cyprus during the 
five years preceding the application submis-
sion date;

c. investment in alternative investment funds 
(‘AIFs’) or financial assets of Cypriot com-
panies or Cypriot organisations that are 
licensed by CySec: the applicant should 
have bought units of at least € 2 million 
from AIFs established in Cyprus, licensed 
and supervised by CySec, and the applicant’s 
investments must be made exclusively in 
Cyprus, in investments that meet the criteria 
of the Scheme or in areas approved by the 
Minister of Finance. In order to confirm 
that the investments that meet the criteria 
of the current Scheme will be kept for at least 
three years, the manager or the auditor of 



About the Author:
Michael Kyriakides

Partner, Harris Kyriakides LLC

E: m kyriakides@harriskyriakides law

 W: www harriskyriakides law

A: 115 Faneromenis Avenue 
Antouanettas Building 
6031 Larnaca, P O Box: 40089 
6300 Larnaca, Cyprus

T: +357 2420 1600 

F: +357 2420 1601

Jurisdictional Q&A – India 4544  LexisNexis® Company Law Guide 2018–2019

20. Have there been any recent
proposals for reforms or regulatory
changes that will impact company
law in your jurisdiction?

There are no known upcoming changes or 
reforms in legislation that will affect company 
law. 

21. Are there any features regarding
company law in your jurisdiction or
in Asia that you wish to highlight?

Please refer to the previous responses. 

Certain terms and conditions apply, e.g. the 
applicant must have a clean criminal record and 
his/her name must not be on the list of persons 
whose assets, within the boundaries of the EU, 
have been frozen as a result of sanctions.

19. What is the law on corporate
insolvency in your jurisdiction?

Corporate insolvency in Cyprus is regulated by 
the CA. A company can be put into liquidation 
voluntarily or through compulsory measures 
initiated by the company’s creditors, primarily 
if the company is insolvent. The process can take 
various routes, either through court proceedings 
or without. The voluntary liquidation of a solvent 
company does not present particular difficulties 
and is usually determined within a period of six 
months from the date the company enters into 
liquidation. There are also other forms of corpo-
rate insolvency that have recently been enacted 
in the Cyprus legislation, such as the concept 
of examinership, which assists a company in 
financial difficulties to enter into a restructuring 
plan, aiming to avoid its liquidation. 

1. What is the general situation for
foreign companies in your jurisdiction?
(For example, common presence,
difficulty to setup, restrictive system,
open and welcoming jurisdiction)

Foreign companies generally enter into India 
by way of liaison office, branch office or wholly 
owned subsidiary or joint venture. Some of the 
features of each structure are as follows:

a. A foreign body corporate may open a liaison
office in India:

i. to represent the parent company/group 
companies in India; 

ii. to promote export/import from/to
India; 

iii. to promote technical/financial col-
laborations between parent/group
companies and companies in India; or

 iv. to act as a communication channel
between the parent company and
Indian companies.

However, liaison offices are not allowed to carry 
on any business or earn any income in India and 
all expenses are to be borne by remittances from 
abroad. The Reserve Bank of Indian grants per-
mission for a period of three (3) years, which is 
eligible for renewal for a block of three (3) years. 

From Income tax perspective, liaison office is a 
good option as there are no tax implications on 
a liaison office as there is no business activity 
undertaken by liaison office in India. 

Reporting requirements: Liaison offices are 
required to file Annual Activity Certificate from 
the auditors with the Reserve Bank of India. 
Additionally, a liaison office is also required to 

file the financial statements with the Registrar 
of Companies on an annual basis. 

Issues: It currently takes 6–8 months to set up 
a liasion office in India and approximately the 
same time to close its operations.

b. A foreign body corporate may open a branch 
office for the purpose of engaging in the
activities in which its parent company is
engaged. Such activities may include:

i. Export or import of goods or rendering 
of professional or consultancy services; 

ii. To conduct research, in which the
parent company is engaged;

iii. Promoting technical and financial col-
laborations between Indian and parent 
overseas group company; or

iv. To represent the parent company in
India and acting as buying/ selling
agent in India.

Under this structure, tax liability is relatively 
high in comparison to the wholly owned sub-
sidiary of foreign companies in India. 

Reporting requirements: Branch offices are 
required to file the Annual Activity Certificate 
from the auditors with the Reserve Bank of India 
and the financial statements with the Registrar 
of Companies on an annual basis.

Issues: It currently takes 6–8 months to set up 
a branch office in India and approximately the 
same time to close its operations.

c. A foreign company may enter into India
by setting up wholly owned subsidiary or
joint venture company in collaboration
with Indian business house/company.
Under this structure, overseas entities may
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infuse foreign funds into these companies 
subject to the restrictions as imposed by 
the Reserve Bank of India. Tax liability and 
other company law related filings for wholly 
owned subsidiaries or joint ventures are at 
par with other Indian companies. Setting 
up a wholly owned subsidiary is relatively 
simpler in comparision to a liaison office 
or branch office and currently it takes 
approximately 2 to 4 weeks to incorporate 
a company depending on the availability of 
documents.

2. What are the key laws and regulations 
that govern company law in your 
jurisdiction?

Following are the governing laws for the com- 
panies:

a. The Companies Act, 2013 and Rules made 
thereunder for unlisted companies such 
as private companies, foreign companies, 
public companies, not-for profit companies;

b. The Securities and Exchange Board of India 
1992 and the Securities Exchange Board of 
India (Listing Obligations and Disclosure 
Requirement) Regulations, 2009 for com-
panies listed on a stock exchange in India;

c. The Foreign Exchange of Management Act, 
1999 and Regulations made thereunder in 
case of a foreign subsidiary;

d. The Reserve Bank of India Act, 1934 and 
Regulations made thereunder in case 
the company is a non-banking financial 
company.

3. What are the most common types 
 of companies in your jurisdiction?

Following are the most common types of com- 
panies:

a. a private limited company under the 
Companies Act, 2013 which can be incor-
porated with zero capital;

b. a not for profit company (as a private 
company limited by guarantee or having 
no share capital) under the Companies 
Act, 2013. This structure is used mostly to 
promote charitable objects, corporate social 
responsibility (CSR) related activities, etc; 
and

c. a public company under the Companies Act, 
2013 which can be incorporated with zero 
capital.

4. How long does it take to set up  
a company in your jurisdiction?  
(For example, it could be as fast as X 
amount of time, average setup time  
and then as slow as Y amount of time 
based on your experience – are there  
any mechanisms to fast track setup?) 

The time to register a company very much 
depends on the type of the company the appli-
cant chooses. Below are listed the time frames to 
incorporate the following companies:

a. Private/ public limited company: Regis-
tration of a private/public limited company 
generally takes around 2–4 weeks depend-
ing on the completion and availability of 
documents. 

b. Section 8 Company: Registration of a 
Section 8 company generally takes around 
4–6 weeks to complete. 

5. What are the main registration 
requirements for companies in your 
jurisdiction? What are the fees?

The registration requirements for companies are 
as under:

a. Registration under the Companies Act, 2013 
to incorporate a company, requirements of 
which are as follows;

i. Identification of (i) suitable name; (ii) 
location of the registered office; (iii) 
directors; and (iv) subscribers to the 
memorandum of association of the 
proposed company; and

b. Registration under the Income Tax Act, 1961 
by procuring Permanent Account Number 
(at a fee of INR 105/–) and Tax Identification 
Number (at a fee of INR 65/–); 

c. Registration under the Goods and Service 
Tax (mandatory in case business turnover 
exceeds INR 20,00,000/–). This registration 
is free of cost;

d. Registration under the Shops and Esta-
blishment Act of the State from where the 
company is operating its business and hired 
employees. The fee charged is provided 
under the relevant Shops and Establishment 
Act; and

e. Other registrations/licenses which may vary 
based on the nature of business, activities, 
location of the office, etc.

ii. Preparation of documents to be filed 
with the incorporation forms such as 
charter documents of the proposed 
company (i.e. memorandum of asso-
ciation and articles of association), 
declarations and affidavits in the pre-
scribed form; 

Fee schedule is as under:

One Person Company  
and small company

Other Companies

If nominal share capital is less than or 
equal to INR 10,00,000 – Nil

If nominal share capital exceeds INR 10,00,000, INR 2000 
with the following additional fees:

i. for every INR 10,000 of nominal share capital or part 
thereof after the first INR 10,00,000 and upto INR 50,00,000 
– INR 200.

If nominal share capital exceeds 
INR 10,00,000, INR 2000 with the 
following additional fees:

i. for every INR 10,000 of nominal 
share capital or part thereof after the 
first INR 10,00,000 and upto INR 
50,00,000 – INR 200.

If nominal share capital exceeds INR 10,00,000, the fee  
of Rs 36,000 with the following additional fees:

i. for every INR 10,000 of nominal share capital or part 
thereof after INR 10,00,000 upto Rs. 50,00,000 – INR 300;

ii. for every INR 10,000 of nominal share capital or part 
thereof after INR 50,00,000 upto INR 1 crore – INR 100; and

iii. for every Rs. 10,000 of nominal share capital or part 
thereof after INR 1 crore – INR 75.
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c. Filing of Income tax return latest by Sep-
tember 30th of the year with the Income tax 
authorities electronically on an annual basis; 

d. Filing of GST returns electronically on 
monthly or quarterly basis; and

e. Filing of various returns (quarterly/half-
yearly/yearly) in case the company is a 
non-banking financial company such as 
NBS – 1, NBS – 2, Statutory Auditor’s cer-
tificate, etc.

6. What are the main post-registration 
reporting requirements for companies in 
your jurisdiction? (For example, annual 
reporting requirements: what to file, to 
whom, is a company secretary required?)

The post registration reporting requirements for 
companies are set out as under:

a. Filing of form AOC – 4 (for filing audited 
accounts) latest by October 30th of the 
relevant year and form MGT – 7 (Annual 
Return) latest by November 29th of the rel-
evant year with the Registrar of Companies 
electronically on an annual basis; 

b. Filing of Annual Return on foreign liabilities 
and assets with the Reserve Bank of India by 
July 15th of every year in case the company 
has foreign exposure;

Income Tax Act, 1961, The Payment of Gratuity 
Act, 1972, environmental laws, etc.

Non-executive directors (not being a promoter 
or key managerial personnel) and Independent 
directors may be held liable only in respect of 
such acts of omission which had occurred with 
their knowledge, consent or connivance or 
where they have not acted diligently. Companies 
are also liable to pay penalties along with the 
directors in default.

9. What is the minimum number  
of directors and shareholders required  
to set up a company in your jurisdiction?  
Are there any requirements that  
a director must be a natural person?

a. Minimum number of directors required for 
setting up a:

i.  Public company – three

ii. Private company – two

iii.  One person company – one

Every company must have at least one director 
who stays in India for a total period of not less 
than one hundred and eighty-two days during 
the financial year. 

The following class of companies must also 
appoint at least one woman director:

i. every listed company; or

ii. every other public company having paid-up 
share capital of one hundred crore rupees 
or more; or turnover of three hundred crore 
rupees or more.

Every listed public company is required to 
have at least one-third of the total number of 
directors as independent directors and follow-
ing companies is required to have at least two 
directors as independent directors:

i. the Public Companies having paid up share 
capital of ten crore rupees or more; or

ii. the Public Companies having turnover of 
one hundred crore rupees or more; or

7. Are there any controlling factors or 
restrictions on foreign companies in your 
jurisdiction? 

Indian subsidiaries (Foreign Companies) are 
governed by the regulations or provisions of 
following laws:

a. Companies Act, 2013 or Companies Act, 
1956 (if applicable);

b. The Foreign Exchange Management Act, 
1999; and

c. Reserve Bank of India, 1934.

Indian Subsidiaries can be incorporated as a 
company under the Companies Act, 2013, as a 
Joint Venture or a Wholly Owned Subsidiary or 
can be set up as a Liaison Office/ Representative 
Office/Project Office/Branch Office in India, 
which can undertake activities permitted 
under the Foreign Exchange Management 
(Establishment in India of Branch Office or 
Other Place of Business) Regulations, 2000 and 
the same will be governed by the provisions of 
the Foreign Exchange Management Act, 1999.

8. What is the typical structure  
of directors (or family management 
structure) and liability issues  
for companies in your jurisdiction?

The Companies Act, 2013 provides for the 
following categories of the directors:

a. Executive director (including managing 
director or whole time director);

b. Non-executive director; and

c. Independent director.

The Companies Act, 2013 also provides the list 
of officers who may be held liable (with fine or 
imprisonment or both) in case the company 
has contravened the provisions of the said Act. 
Apart from the Companies Act 2013, direc-
tors may also be held liable under the other  
legislations such as the Negotiable Instruments 
Act, 1881, Insolvency and Bankruptcy Code 
2016, Securities Exchange Board of India Act, 
1992, Foreign Exchange Management Act, 1999, 

luminaries of India in surveys conducted 
by Lexis Nexis Publications and Indian 
Corporate Counsels Association. He 
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overall strategic inputs while drafting and 
negotiating contracts for complex trans-
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Ltd., Asset Care Enterprise, McGraw-Hill, 
American Bureau of Shipping, and National 
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Drafting Notes” published by Bloomsbury 
Professionals. 
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porate-M&A, lawyer according to the 
researches by Chambers & Partners, Legal 
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g. Payment of Bonus Act, 1965; 

h. Payment of Wages Act, 1936; 

i. Employee’s Compensation Act, 1923;

j. Employees Provident Fund and Miscella-
neous Provisions Act, 1952; 

k. Employees State Insurance Act, 1948;

l. Maternity Benefit Act, 1961;

m. Payment of Gratuity Act,1972; 

n. Apprentices Act, 1961;

o. Child and Adolescent Labour (Prohibition 
and Regulation) Act, 1986; 

p. Contract Labour (Regulation and Abolition) 
Act, 1970;

q. Environment (Protection) Act, 1986; and

r. Rights of Persons with Disabilities Act, 2016; 

In India, laws pertaining to social security 
benefits such as employees provident fund, 
gratuity, pension fund, employment termination 
related laws, and change in conditions of service 
of employees are the most critical aspects and 
hence highly regulated.

12. What is the nature of the corporate 
governance regime in effect in your 
jurisdiction? What agencies or 
government bodies regulate corporate 
governance?

Corporate governance is the system by which 
the interests of the stakeholders are protected. 
Basically, it is conducted for the benefit of the 
shareholders of the company. It refers to the 
accountability of the Board of directors towards 
the stakeholders. In India, the shareholders are 
considered the true owners of the company 
while the directors are considered as the trus-
tees of the shareholders. The aim is to align the 
interests of the management with that of the 
stakeholders. The corporate governance mech-
anism in India is enumerated by the following 
government and regulatory bodies:

a. Ministry of Corporate Affairs (MCA): MCA 
regulates corporate affairs in India through 

iii. the Public Companies which have, in aggre-
gate, outstanding loans, debentures and 
deposits, exceeding fifty crore rupees

b. Minimum number of shareholders required 
for setting up a:

i. Public company – seven

ii. Private company – two 

iii. One person company – one 

10. What are the requirements on how 
shares are offered in your jurisdiction? 

Shares may be offered in the following manner 
as provided under the Companies Act, 2013:

a. To the general public by issuing a prospectus 
in case the company is intending to list its 
securities on the stock exchange;

b. To the selected group of persons by issuing 
a private placement offer letter (generally 
opted by private companies to raise further 
funds); or 

c. To the existing shareholders by issuing a 
letter of offer (rights issue).

11. What are the key laws and regulations 
on employment in your jurisdiction that 
companies should be aware of? Are there 
any aspects of employment law that are 
heavily regulated? 

A company is generally required to comply 
with certain employment laws based on nature 
of activities, number of employees, type of 
products, etc. Following are some of the labour 
laws and regulations in India:

a. Industrial Disputes Act, 1947;

b. Industrial Employment (Standing Orders) 
Act, 1946;

c. Shops and Establishments Act, 1954;

d. Sexual Harassment of Women at Workplace 
(Prevention, Prohibition and Redressal) Act, 
2013; 

e. Equal Remuneration Act, 1976;

f. Minimum Wages Act, 1948;

particulars of loans, details about the 
policy on corporate social responsibility 
etc.

ii. Independent Directors: Public listed 
companies and specified unlisted 
public companies are required to 
have minimum one-third of the total 
number of directors as independent 
directors and they shall have a duty to 
act in good faith and in the best inter-
ests of the shareholders.

iii. Audit Committee: Public listed com-
panies and specified unlisted public 
companies are required to constitute 
an audit committee which shall review 
and monitor auditor’s performance, 
examine the financial statement and 

the Companies Act, 2013 and other related 
Acts, rules etc. MCA formulates and governs 
various corporate laws in India. Few of the 
provisions under the Companies Act, 2013 
which deals with corporate governance are 
as follows: 

i. Board of directors are required to lay 
down the annual financial statements 
at every annual general meeting of 
the company and it must give a true 
and fair view of the state of affairs of 
the company. The company is also 
required to file the annual audited 
financial statements with the concerned 
Registrar of Companies. Additionally, 
the Board’s report shall also to be pre-
sented before the shareholders which 
includes the company’s state of affairs, 
directors’ responsibility statement, and 
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transactions related to foreign investments, 
mergers and acquisitions, private equity and, 
regulatory & general corporate advisory. He 
has rendered legal advice and assisted many 
companies in multimillion dollar capital 
market transactions of domestic public 
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including Global Depository Receipt (GDR), 
Foreign Currency Convertible Bond (FCCB) 
issues and Alternative Investment Market 
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Further, please note that Foreign Direct 
Investment (“FDI”) policy of the Government of 
India provides for various conditions for foreign 
ownership in Indian companies. 100% foreign 
direct investment is allowed in most of the 
sectors under automatic route without requiring 
any partnership with a local citizen or entity. In 
a few sectors, there is a cap on foreign owner-
ship. In some cases prior government approval 
is required for foreign ownership beyond the 
specified threshold. The foreign companies 
would need to find local shareholders only in 
the sectors where 100% FDI is not permitted. 

14. When is a company subject to tax in your 
jurisdiction? What are the main taxes that may 
apply to companies in your jurisdiction?

A company will be liable for the following taxes: 

a. Income Tax – This tax shall be payable by 
the company when the company is having 
taxable income in a particular financial year. 

b. Capital Gains Tax – The tax levied on any 
profit or gain that arises from the sale of a 
capital asset is known as capital gains tax 
and shall be payable as and when there is 
capital gain on sale of capital asset.

c. Dividend Distribution Tax (DDT) – This tax 
is payable by the company on the amount of 
dividend distributed to the shareholders of 
a company. 

15. How does the Competition law in your 
jurisdiction regulate companies?

The Competition Act, 2002 (“Act”) is the legis-
lation that regulates competition law in India. 
Practices having appreciable adverse effect on 
competition are strictly prohibited under the 
aforesaid Act. The main objectives of the Act are 
to promote competition in the business environ-
ment, to protect the interest of consumers and 
also to ensure freedom of trade carried on in 
Indian markets. The idea of the aforesaid Act 
is to discourage anti-competitive practices in 
India. Anti-competitive agreements, abuse of 
dominant position, and mergers, amalgamations 

the auditor’s report, evaluate internal 
financial controls etc.

iv. Stakeholders’ Relationship Committee: 
Every company that consists of more 
than 1,000 shareholders, debenture 
holders, deposit holders and other 
security holders shall constitute a 
stakeholders’ relationship commit-
tee. The chairman of the committee 
shall be a non-executive director. The 
main function of the committee is to 
resolve grievances of stakeholders. The 
grievances of the security holders of 
the company may include complaints 
related to transfer of shares, non-receipt 
of balance sheet, non-receipt of declared 
dividends, which shall be handled by 
this committee.

b. Securities and Exchange Board of India 
(SEBI): SEBI is another important body that 
oversees corporate governance of listed com-
panies. As per the listing agreement entered 
between a listed company and the concerned 
stock exchange, disclosures are required 
to be made with respect to Corporate 
Governance. The same also enumerates the 
whistle blower policy wherein the company 
is required to have mechanism for reporting 
unethical behavior.

13. Does establishing a company in your 
jurisdiction grant any kind of residency 
rights? Are there any conditions that  
in order to receive these residency rights  
(if applicable) one must partner or 
establish a joint venture with a local  
(e.g. a citizen of your jurisdiction)?

A company incorporated in India by foreign 
shareholders shall be treated as an Indian 
company for all purposes including from the 
perspective of Companies Act or Income Tax 
Act. Further, a company is a separate legal entity 
irrespective of the nationalities of its stakehold-
ers. A company holds its properties in its own 
name and not in its shareholders’ names. 

agreements, refusal to deal, and resale price 
maintenance agreements are all prohibited 
under the Act.

b. Abuse of Dominant Position: Dominant 
position means a position of strength for an 
enterprise in the relevant market that allows 
it to operate independently in the compe-
tition market and affects its consumers/
market in its own favor, imposition of unfair 
conditions on the purchase/sale of goods/
services or the prices of goods/services. It 
does not include such conditions which may 
be necessary to meet the competition like 
putting limitations on the production/pro-
vision of goods/services or some scientific 
development relating to the goods/services 
etc.

and acquisitions are prohibited if they cause 
appreciable adverse effect on competition. It 
eliminates practices having adverse effect on 
competition and promotes freedom of trade. The 
Competition Commission of India (CCI) has 
been established to oversee the implementation 
of the Act. The Act prohibits the following three 
practices:-

a. Anti Competitive Agreements: No enter- 
prise is permitted to enter into any agree-
ment that may have an appreciable adverse 
effect on the competition in India. Activities 
that may determine purchase/sale prices 
of goods, limits/controls production/
supply of services, or activities that result 
in bid rigging are considered to be those 
that have an appreciable adverse effect on 
competition. Tie-in agreements, exclusive 
supply agreements, exclusive distribution 

compliances, Legal Due Diligence, Listing 
Compliances, Foreign Exchange Laws, Joint 
Venture, and Real Estate. She has experience 
across various industries including food 
and beverages, hospitality, automobiles, 
telecom, manufacturing, and textiles. She 
has contributed to various firm’s publications 
including Bhandari Guide to Company Law 
Procedures, various modules of LexisNexis 
Practical Law Guidance Module and book 
“Drafting of Contracts – Templates with 
Drafting Notes” published by Bloomsbury 
Professionals.
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tional clients in the areas of Corporate Law 
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Further, the CCI has the power to make 
inquiries in case of certain agreements, abuse 
of dominant position or any combination being 
so formed. Additionally, the CCI has the power 
to impose penalties in case of any offence under 
the Act.

16. What are the main intellectual
property rights companies should be
aware of in your jurisdiction?

Amidst the increasing significance of the 
Intellectual capital and growth of the legal 
jurisprudence in the Intellectual Property 
regime, awareness of the Intellectual property 
rights which may be available to a company in 
the Indian jurisdiction is crucial. 

Broadly, following kinds of Intellectual Property 
Rights exist in India:

c. Mergers, Amalgamations and Acquisitions: 
A combination that causes appreciable
adverse effect on competition is void under
the Act. Any enterprise/person entering
into such a combination is required to give a 
notice to the CCI disclosing the details of the 
combination. If the CCI is of the view that
the combination might cause an appreciable 
adverse effect on competition, it will direct
the combination to not take effect. Where
the CCI feels that certain modifications in
the combination might prevent an apprecia-
ble adverse effect on the competition, it shall 
direct the enterprise/person to make such
modifications. The enterprise/person may
accept the modification or make amend-
ments which will have to be approved by
the CCI.

(shares/business/asset), Private Equity, Joint 
Venture, Debt Restructuring and Real Estate 
(leasing and acquisitions), due diligence 
and documentation (drafting, review and 
negotiation). He assists reputed and well 
known organizations across various sectors 
like e-commerce, real estate, broadcasting, 
franchising, retail, food & beverages, telecom 
infrastructure, manufacturing, automobile 
parts, chemicals, edible oil etc. He regularly 
advice domestic and foreign clients on issue 
relating to general corporate law, foreign 
exchange, external commercial borrowing, 
foreign direct investment, employment, reg-
ulatory compliances etc. He is the associate 
editor for the book on “Drafting of Contracts 
– Templates with Drafting Notes” published 
by Bloomsbury Professionals.

Rudra is a corporate-commercial lawyer 
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assisting and advising domestic and foreign 
clients on their transactions relating to M&A 
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Data protection 

Data protection refers to the set of privacy laws, 
policies and procedures that aim to minimise 
intrusion into one’s privacy and are primarily 
governed by the Information Technology Act, 
2000.

17. Does your jurisdiction have laws or
regulations that govern data privacy?

Data privacy refers to the laws and legislations 
which are aimed at minimizing invasion of 
one’s privacy caused by storage of data on a 
digital/electronic platform. There is no express 
legislation dealing with data privacy. However, 
the Information Technology Act, 2000 (here-
inafter referred to as ‘The Act’) does focus on 
privacy of data in digital format and provides for 
compensation to the victim in the case of unau-
thorized access and leakage of sensitive personal 
information. The Act provides for punishment 
for damaging the computer system without 
permission of the owner/person in charge of 
the computer system, which includes inter alia 
downloading of information, installing a virus, 
tampering or manipulation of data etc. Further, 
the Act talks about offences such as tampering 
with the computer source documents, hacking 
a computer system, and publishing of obscene 
information in electronic form. The Act also 
mentions that network service providers will 
not be made liable for any contravention made 
without his knowledge.

18. Are there any incentives to attract
foreign companies to your jurisdiction?

There is no specific incentive for foreign compa-
nies intending to set up business in India.

19. What is the law on corporate
insolvency?

The Insolvency and Bankruptcy Code 2016 
(hereinafter referred to as ‘Code’) is the main 
legislation on corporate insolvency in India. 
The Insolvency and Bankruptcy Board of India 

Trade Marks 

A trade mark is a ‘mark’ that may include a 
device, brand, heading, label, ticket, name, 
signature, word, letter, numeral, shape of goods, 
packaging or combinations of colours and is 
protected under the Trade Marks Act 1999.

Patents 

A Patent is an invention relating to a product 
or a process that is new, involves an inventive 
step and is capable of industrial application. 
The provisions of the Patents Act 1970, govern 
patents.

Copyrights 

The Copyright Act, 1957, protects artistic work 
which comprises of a dramatic, literary and 
musical work, sound recording and/or cine-
matographic films.

Industrial Designs

Industrial Designs are governed by the 
Industrial Designs Act, 2000, and protect a 
shape, configuration, surface pattern, colour, 
or line which improve the visual appearance of 
the design.

Geographical Indications 

A Geographical Indication is an indication in 
the form of a name of sign used on goods that 
have a specific geographical origin and reputa-
tion and is protected under the Geographical 
Indications Act, 1999.

Layout Designs of Integrated Circuits 

The semi-conductor for Integrated Circuits 
Layout Act, 2000, accords protection to the 
Semiconductor Integrated Circuits which are 
products having transistors and other circuitry 
elements formed inseparably on a semiconduc-
tor material.

Plant Varieties 

The Protection of Plant Varieties and Farmer’s 
Rights Act, 2001 provides for the development 
of new plant varieties and protection of farmers 
and breeders.
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21. Are there any features regarding 
company law in your jurisdiction  
or in Asia that you wish to highlight?

The Government of India has been trying 
constantly to introduce various changes in 
the corporate laws in India to create business 
friendly environment in India.

is the regulatory body established under the 
Code. The object of the Code is to provide a 
resolution mechanism within the prescribed 
timeline and maximization of value of assets 
for the benefit of stakeholders. As per the Code, 
the corporate insolvency resolution process 
(hereinafter referred to as CIRP) can be initi-
ated by a financial creditor (itself or with other 
financial creditors), an operational creditor or 
by the corporate debtor itself when a default is 
committed by a corporate debtor.

20. Have there been any recent  
proposals for reforms or regulatory 
changes that will impact company law  
in your jurisdiction?

There are certain amendments to the Companies 
Act, 2013 which are expected to be notified 
shortly. These amendments will further facili-
tate workings of the company. 

1. What is the general situation for 
foreign companies in your jurisdiction?

The Mauritian jurisdiction is relatively welcom-
ing of foreign investors, and it is not difficult for 
a foreign company to set up a place of business 
or to carry on business in Mauritius.

A company incorporated outside Mauritius 
must be registered as a ‘foreign company’ with 
the Registrar of Companies (‘ROC’) if it has a 
place of business in Mauritius or is carrying on 
business in Mauritius. The foreign company 
would, in effect, be setting up a branch in 
Mauritius.

Examples of activities by a foreign company that 
will be deemed to carry on business in Mauritius 
include:

a. establishing or using a share transfer office 
or a share registration office in Mauritius; 
and

b. administering, managing or dealing with 
property in Mauritius as an agent, or per-
sonal representative, or trustee, whether 
through its employees or an agent or in any 
other manner.

However, a foreign company will not be deemed 
to carry on business in Mauritius merely because 
it does the following in Mauritius:

a. it is or becomes a party to a legal proceeding 
or settles a legal proceeding or a claim or 
dispute;

b. it holds meetings of its directors or share-
holders or carries on other activities 
concerning its internal affairs;

c. it maintains a bank account;

d. it effects a sale of property through an inde-
pendent contractor;

e. it solicits or procures an order that becomes 
a binding contract only if the order is 
accepted outside Mauritius;

f. it creates evidence of a debt or creates a 
charge on property;

g. it secures or collects any of its debts or 
enforces its rights in relation to securities 
relating to those debts;

h. it conducts an isolated transaction that is 
completed within a period of 31 days, not 
being one of a number of similar transac-
tions repeated from time to time; or

i. it invests its funds or holds property.

The foreign company must verify with the 
ROC whether its current name is available to 
companies for registration in Mauritius and, if 
so, it must reserve the name. The foreign com-
pany will subsequently be required to submit 
certain documents for the reservation of name, 
such as authenticated copies of its certificate 
of incorporation and its charter documents, 
a list of directors, the address of registered 
office in Mauritius, and a power of attorney 
that authorises at least two individuals residing 
in Mauritius to accept service of process and 
notices on behalf of the foreign company.

Alternatively, a foreign company may set up a 
wholly-owned subsidiary in Mauritius. 

There are no restrictions on foreign owner-
ship of companies in Mauritius, except for 
companies that own immovable properties in 
Mauritius. If a company owned by non-residents 
of Mauritius proposes to hold immovable prop-
erty in Mauritius, the company will be subject 
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to the restrictions imposed by the Non-Citizens 
(Property Restrictions) Act. The prior approval 
of the Prime Minister’s Office may be required 
depending on the nature of the immovable 
property. 

2. What are the key laws and  
regulations that govern company law  
in your jurisdiction?

Key pieces of legislation include the Companies 
Act 2001 (the ‘Companies Act’), the Insolvency 
Act 2009, the Protected Cell Companies Act 
1999 and the Financial Reporting Act 2004.

The Financial Services Act 2007 will be appli- 
cable if a company proposes to apply for a 
Category 1 Global Business licence (‘GBL1 
licence’) or a Category 2 Global Business licence 
(‘GBL2 licence’).

3. What are the most common types 
 of companies in your jurisdiction?

The most common types of companies are:

a. private or public companies limited by 
shares;

b. private or public companies limited by 
guarantee;

c. private or public companies limited by 
shares and by guarantee;

d. limited life companies, having a maximum 
duration of 50 years from the date of its 
incorporation, or if the duration is extended, 
having a maximum duration not exceeding 
in aggregate 150 years from the date of its 
incorporation;

e. foreign companies; and

f. protected cell companies, which offer a legal 
segregation of cellular assets.

Companies may also apply for the issue of a  
GBL1 licence or a GBL2 licence. The main 
distinction between the two licences is that 
the holder of a GBL1 licence may be taxable in 
Mauritius, whilst the holder of a GBL2 licence  

is not taxable in Mauritius as it is held to con-
duct business outside of Mauritius.

The distinction arises as a GBL1 licence confers 
to its holder the advantage of benefitting from 
the tax incentives available pursuant to the 
various Double Taxation Agreements that 
Mauritius has concluded with 43 countries. 
Hence, the holder of a GBL1 licence may, 
depending on the nature of the taxable item, be 
taxed either in Mauritius or in the country with 
which Mauritius concluded a Double Taxation 
Agreement. 

Moreover, although holders of a GBL1 licence are 
held to conduct business outside of Mauritius, it 
may have limited dealings and transactions with 
residents of Mauritius in the following manner:

i. opening and maintaining with a bank an 
account in Mauritius Rupees, the local 
currency, for the purpose of its day to day 
transactions arising from its ordinary oper-
ations in Mauritius;

ii. subject to the Non-Citizens (Property Res-
trictions) Act, leasing, holding, acquiring or 
disposing of an immovable property or any 
interest in immovable property situated in 
Mauritius;

iii. investing in any securities listed on a secu-
rities exchange licensed under the Securities 
Act 2005;

iv. opening and maintaining with a bank an 
account in foreign currency; holding any 
share, debenture, security or any interest 
in or otherwise dealing or transacting with 
a corporation holding a Global Business 
licence;

v. entering into a business relationship with a 
duly licensed management company, a law 
practitioner, legal consultant, law firm or 
qualified auditor in Mauritius; or 

vi. employing staff resident in Mauritius.

In contrast, the authorised dealings of holders 
of a GBL2 licence in Mauritius are limited to the 
transactions described in paragraphs (iii), (iv), 
(v) and (vi) only.

Type  
of 

company

Fees payable

Incorporation 
(US$)

Annual 
registration 

(US$)

Private 
company

Approx. 90 270

Public 
company

Approx. 410 410

Registration of foreign companies 

Within one month after it establishes a place 
of business or commences to carry on business 
in Mauritius, a foreign company must file the 
following documents with the ROC:

a. a duly authenticated copy of the certificate of 
its incorporation or registration in its place 
of incorporation or origin or a document of 
similar effect;

b. a duly authenticated copy of its constitution, 
charter, statute or memorandum and articles 
or other instrument constituting or defining 
its constitution;

c. a list of its directors containing similar 
particulars with respect to directors as 
are, by the Companies Act, required to be 
contained in the register of the directors, 
managers and secretaries of a company; 

d. where the list includes directors resident 
in Mauritius who are members of the local 
board of directors of the company, a mem-
orandum duly executed by or on behalf of 
the foreign company stating the powers of 
the local directors;

e. a memorandum of appointment of power 
of attorney under the seal of the foreign 
company or executed on its behalf, in such 
manner is to be binding on the company, 
stating the names and addresses of two 

4. How long does it take to set up  
a company in your jurisdiction?

The timeframe for incorporation a company in 
Mauritius depends on the structure set up by 
the promoter. 

Assuming that all documents required by the 
relevant authorities are duly submitted and no 
further information is required, the average 
time for incorporating or registering a company, 
as the case may be, is as follows:

a. domestic companies: 3–4 days;

b. foreign companies: 1–2 weeks;

c. companies holding a GBL1 licence: 3–4 

d. companies holding a GBL2 licence: 2–5 days

There are no fast-track mechanisms.

5. What are the main registration 
requirements for companies in your 
jurisdiction? What are the fees? 

Incorporation of domestic companies

Applicants must complete the prescribed forms 
issued by the ROC regarding the details and 
consents of proposed shareholder(s), director(s) 
and company secretary. 

If the company will be governed by a consti-
tution (i.e. a charter document), a copy of the 
constitution with a certificate from a local law 
practitioner, legal consultant or law firm con-
firming that the constitution complies with the 
local laws must be submitted to the ROC.

In the case of a company limited by guarantee, 
a document signed by each person named as a 
member, or by an agent of that person author-
ised in writing, containing the consent of the 
member and stating a specified amount up to 
which the member undertakes to contribute 
to the assets of the company in the event of its 
winding-up must also be submitted.

One-off fees are payable for the incorporation 
process, and annual fees are payable at the end 
of every calendar year. 
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consultant or law firm that it complies with the 
laws of Mauritius.

The prescribed application form is submitted 
together with:

a. a business plan of the proposed activities to 
be carried out by the applicant of a GBL1 
licence, or a business outline of the proposed 
activities to be carried out by the applicant 
of a GBL2 licence;

b. the applicable processing fee;

c. the legal certificate setting out that, certified 
by a law practitioner, legal consultant or law 
firm, it complies with the laws of Mauritius 
as set out at (a) above;

d. supporting certified copies of customer due 
diligence documentation;

e. incorporation documents such as the consti-
tution of the company (if any), incorporation 
forms and certificates as for a domestic 
company.

The company is thereafter deemed to be 
incorporated in Mauritius upon receipt of the 
certificate of incorporation from the ROC, and 
is duly licensed as a Global Business company 
upon the issue of the relevant licence from the 
FSC.

Particulars for GBL1 
licencees

Applicable 
fees (US$)

Annual fees to FSC 1,750

Application processing  
fee to FSC

500

Annual fees to ROC Approx. 410

or more persons resident in Mauritius 
(not including a company) authorized to 
accept on its behalf service of process and 
any notices required to be served on the 
company;

f. notice of the situation of its registered office 
in Mauritius and, unless the office is open 
and accessible to the public during ordinary 
business hours on each day, other than 
Saturdays and public holidays, the days and 
hours during which it is open and accessible 
to the public; and

g. a declaration made by the authorized agents 
of the company.

Type  
of 

company

Fees payable

Incorporation 
(US$)

Annual 
registration 

(US$)

Foreign 
company

Approx. 410 410

Incorporation and licensing of companies 
holding a GBL1 or GBL2 licence

Companies holding either a GBL1 licence or a 
GBL2 licence are regulated by both the ROC and 
the Financial Services Commission (‘FSC’).

Those companies are incorporated in the same 
manner as domestic companies and are, in addi-
tion, required to submit further documents to 
the Financial Services Commission for the issue 
of the relevant Global Business licence. 

Whilst the incorporation pack is submitted to 
the ROC, the application pack for the issue of 
the relevant Global Business licence is submitted 
in parallel to the FSC. 

Applications for a GBL1 licence or a GBL2 
licence must be made through a management 
company to the FSC and will be of no effect 
unless certified by a law practitioner, legal 

holding a GBL1 licence) which are worth at 
least USD 100,000 in Mauritius;

k. its shares are listed on a securities exchange 
licensed by the FSC; or

l. it has a yearly expenditure in Mauritius 
which can be reasonably expected from any 
similar corporation which is controlled and 
managed from Mauritius. 

GBL2 licences are issued where the applicant is 
a private company and proposes to conduct a 
business activity other than:

a. banking;

b. financial services;

c. carrying out the business of holding or man-
aging or otherwise dealing with a collective 
investment fund or scheme as a professional 
functionary;

d. providing of registered office facilities, 
nominee services, directorship services, 
secretarial services or other services for 
corporations; and

e. providing trusteeship services by way of 
business

6. What are the main post-registration 
reporting requirements for companies  
in your jurisdiction?

Domestic companies

A domestic company (i.e. a company not being 
a GBL1 or GBL 2 licence) that has a turnover 
above MUR 50 million must:

a. file a copy of its audited financial statements 
with the ROC within 28 days of the date on 
which the audited financial statements are 
signed;

b. file an annual return (which is a prescribed 
form containing certain corporate infor-
mation of the company such as names of 
directors and shareholders) with the ROC 
within 28 days of the date of its annual 
meeting of shareholders. The annual mee-
ting of shareholders of a company must 

GBL1 licences are issued where the FSC is satis-
fied that the applicant:

a. has at least 2 directors, resident in Mauritius, 
of sufficient calibre to exercise independence 
of mind and judgement;

b. maintains at all times its principal bank 
account in Mauritius;

c. keeps and maintains, at all times, its 
accounting records at its registered office in 
Mauritius;

d. prepares its statutory financial statements 
and causes or proposes to have such finan-
cial statements to be audited in Mauritius;

e. provides for meetings of directors to include 
at least 2 directors from Mauritius; and 

f. complies with at least one of the following 
‘economic substance’ criteria i.e:

g. it has office premises in Mauritius;

h. it employs on a full-time basis at adminis-
trative or technical level at least one person 
resident in Mauritius;

i. its constitution contains a clause whereby 
all disputes arising out of the constitution 
is resolved by arbitration in Mauritius;

j. it holds within the next 12 months, assets 
(excluding cash held in bank accounts or 
shares or interests in another corporation 

Particulars for GBL2 
licencees

Applicable 
fees (US$)

Annual fees to FSC 235

Application processing  
fee to FSC

100

Annual fees to ROC 65

Processing fee to ROC 65
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f. the name of the company; 

g. the powers of any directors resident in 
Mauritius who are members of the local 
board of directors;

h. a notice of the amount from which, and to 
which, the foreign company’s authorised 
share capital has increased; and

i. where a foreign company not having a share 
capital increases the number of its members 
beyond the registered number it shall, file a 
notice of the increase.

Global Business licencees

A GBL1 must file its audited financial statements 
with the ROC in the same manner as a domestic 
company. In addition, a GBL1 must its audited 
financial statements and auditors’ report with 
the FSC within 6 months of the close of its 
financial year.

A GBL2 must file its annual financial summary 
with the FSC within 6 months of its balance 
sheet date.

7. Are there any controlling factors  
or restrictions on foreign companies  
in your jurisdiction? 

Except for the restriction on foreign ownership 
of immovable properties in Mauritius, there are 
no particular restrictions or controlling factors 
on foreign companies in Mauritius.

8. What is the typical structure  
of directors (or family management 
structure) and liability issues  
for companies in your jurisdiction? 

The business and affairs of a company are man-
aged by, or under the direction or supervision of 
the board of directors. The Companies Act treats 
as a director various persons who exercise over 
the company the sort of influence and control 
that is normally associated with appointment to 
the board, namely:

a. de jure directors, that is to say, those who 
have been validly appointed to the office;

be held not later than six months after the 
balance sheet date of the company; and

c. forthwith following a transfer of shares 
of the company, file a certified copy of the 
instrument with the ROC.

A small private company is subject to less 
stringent reporting requirements as it may file 
a financial summary with the ROC instead of 
filing audited financial statements. A small 
private company is a company not holding a 
GBL licence, and whose turnover for the last 
accounting period does not exceed MUR 50 
million.

Foreign companies

A foreign company registered in Mauritius 
must:

a. within 3 months of its annual meeting of 
shareholders, file with the ROC a copy of its 
balance sheet containing such particulars 
prescribed by the law of its place of incorpo-
ration or, where it is not required to prepare 
a balance sheet under such law, a balance 
sheet as required under Mauritius law; and

b. file financial statements complying with 
International Accounting Standards, which 
fairly show the assets employed in, and lia-
bilities arising out of, and its profit or loss 
arising out of, its operations conducted in 
or from Mauritius.

A foreign company registered in Mauritius 
must, within one month of any of the following 
changes, file with the ROC the particulars of the 
change of:

a. the constitution, charter, statutes, memoran-
dum or articles or other instrument filed;

b. the directors of the company;

c. the authorized agents or the address of an 
authorized agent;

d. the situation of the registered office in 
Mauritius or of the days or hours during 
which it is open and accessible to the public;

e. the address of the registered office in its place 
of incorporation or origin;

9. What is the minimum number of 
directors and shareholders required to  
set up a company in your jurisdiction?  
Are there any requirements that  
a director must be a natural person?

All companies must have at least one share- 
holder.

A domestic company incorporated in Mauritius 
must have at least one director who is a natural 
person ordinarily resident in Mauritius. 

However, GBL1 licencees must have at all times 
at least two directors who are natural persons 
and are ordinarily resident in Mauritius for 
fiscal residency issues.

Only a GBL2 licencee may have a corporate 
director, who need not be resident in Mauritius. 

Foreign companies do not need to have any res-
ident director, but must have at least two agents 
who are resident natural persons.

10. What are the requirements on how 
shares are offered in your jurisdiction? 

Different classes of shares can be issued in a 
company, with different rights, privileges, limi-
tations and conditions attached to them.

Issue of shares

The board of directors must determine the 
amount of the consideration for which the 
shares are to be issued and must ensure that 
such consideration is fair and reasonable to the 
company and to all existing shareholders.

The Companies Act caters for pre-emptive rights 
of shareholders upon the issue of new shares. 
Hence, where a company issues shares which 
rank equally with, or in priority to existing 
shares as to voting or distribution rights, those 
shares must first be offered to the holders of 
existing shares in a manner which would, if 
the offer were accepted, maintain the relative 
voting and distribution rights of those share-
holders. However, those pre-emptive rights 
may be negated or altered if the company has 
a constitution.

b. de facto directors, that is to say, directors who 
assume to act as directors without having 
been appointed validly or at all; and

c. shadow directors, that is a person in accord-
ance with whose directions or instructions a 
person occupying the position of director or 
the board is required or accustomed to act.

It is common for the board of public and/
or listed companies to delegate, to the extent 
permitted by the Companies Act, certain 
powers to committees of the board of directors 
(e.g. audit committee, investment committee, 
corporate governance committee). The board is 
not responsible for actions of a committee if:

a. the board believed on reasonable grounds 
at all times before the exercise of the power 
that the committee would exercise the power 
in conformity with the duties imposed on 
directors of the company by the Companies 
Act and the company’s constitution; and

b. the board has monitored, by means of rea-
sonable methods properly used, the exercise 
of the power by the committee.

Directors have a duty to act in accordance with 
the law, exercise their powers honestly in good 
faith in the best interests of the company and 
for the purpose which such powers have been 
expressly or implicitly conferred. A director has 
a duty to exercise such care, diligence and skill 
that a reasonably prudent person would exercise 
in comparable circumstances.

To the extent that de facto directors or shadow 
directors exercise management powers (includ-
ing the taking of decisions that are normally 
approved by the board, those directors would 
attract the same fiduciary duties as de jure 
directors. 
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Read law at the London School of Economics 
and Political Science, and is a barrister of the 
Honourable Society of the Middle Temple, 
England. He has developed a good practice 
for banking and financing transactions, as 
well as an acumen for complex industrial, 
green field and real estate projects. Also, 
he regularly advises on issues relating to 
company law and insolvency, financial 
services, securities law and taxation. Anjeev 
is a registered insolvency practitioner who 
has diligently completed the winding-up of 
several companies.

Anjeev Hurry
Barrister at Law, Benoit Chambers 

Read law at University of Kent, England and 
holds a Licence en droit from Université 
Paris I (Sorbonne), France. She is a barrister 
of the Honourable Society of Lincoln’s Inn, 
England and of the Bar of Mauritius. Her 
areas of work include company law, finan-
cial services and securities law, banking and 
finance, and employment law.

Tania Li
Barrister at Law, Benoit Chambers 

The relevant sections pertaining to termination 
in the Employment Rights Act relate to payment 
of compensation upon termination of a contract, 
notice to be given before termination of employ-
ment and other such relevant issues.

In addition to the Employment Rights Act, 
employers in certain specific activity sectors (e.g. 
printing industry, textile industry) are regulated 
by Remuneration Orders which are regulations 
issued under the Employment Relations Act. 
Those Remuneration Orders modify the 
provisions of the Employment Rights Act and 
generally favour workers’ rights. Workers’ 
rights are also protected by trade unions, whose 
constitution and registration and administra-
tion regime is governed by the Employment 
Relations Act.

The Occupational Health and Safety Act heavily 
regulates health and safety at work, especially in 
relation to activities that involve risk of physical 
harm to workers or others (e.g. industrial or 
manufacturing activities).

As regards foreign companies, the Non-Citizen 
(Employment Restrictions) Act 1971 requires 
foreigners to have a valid work permit or occu-
pation permit to work in Mauritius.

12. What is the nature of the corporate 
governance regime in effect in your 
jurisdiction? What agencies or 
government bodies regulate corporate 
governance? 

A National Committee on Corporate 
Governance (‘NCCG’) has been set up under 
the Financial Reporting Act 2004. The NCCG 
has the function of, inter alia, issuing the Code 
of Corporate Governance and guidelines, and 
establishing a mechanism for the periodic re-as-
sessment of the Code and guidelines.

The National Code of Corporate Governance 
2016 was launched in February 2017. The Code 
is applicable as from the reporting year (finan-
cial period) ending 30 June 2018 and applies to 
entities referred to as ‘Public Interest Entities’ 
which include:

Offers to the public

A person cannot make an offer of securities to 
the public unless:

a. the issuer is in existence at the time of the 
offer;

b. the offer is made in a prospectus which com-
plies with the securities laws of Mauritius; 
and

c. FSC has registered the prospectus or has 
given a provisional registration to the 
prospectus. 

The Securities (Public Offer) Rules 2007 sets 
out information that must be contained in the 
prospectus, such information being information 
that investors and their professional advisers 
would reasonably require, and reasonably 
expect to find there, for the purpose of making 
an informed assessment of the assets and liabil-
ities, financial position, profits and losses, and 
prospects of the issuer of the securities, and the 
rights and liabilities attached to those securities.

If the shares are listed on a securities exchange 
in Mauritius at the time of the issue, the pro-
spectus must also comply with the requirements 
of the Listing Rules of the Stock Exchange of 
Mauritius (or the Rules for the Development 
Enterprise Market companies.

11. What are the key laws and regulations 
on employment in your jurisdiction that 
companies should be aware of? Are there 
any aspects of employment law that are 
heavily regulated? 

The key legislation regulating employment in 
Mauritius is the Employment Rights Act 2008 
(‘Employment Rights Act’), the Employment 
Relations Act 2008 (‘Employment Relations 
Act’) and the Occupational Health and Safety 
Act 2005.

The Employment Rights Act tends to afford 
more protection to workers having a monthly 
salary not exceeding MUR 30,000. In practice, 
the sections relating to termination of employ-
ment tend to be relied upon more often. 
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14. When is a company subject to tax  
in your jurisdiction? What are the main 
taxes that may apply to companies in  
your jurisdiction? 

The main taxes applicable to companies are 
under the Income Tax Act 1995 and the Value 
Added Tax Act 1998. There is no capital gains 
tax in Mauritius.

A company is taxed in Mauritius if it is deemed 
to be a tax resident in Mauritius or when it 
derives income from Mauritius. Income is 
derived in Mauritius by a company where:

a. the income was derived from Mauritius, 
whether the company was resident in 
Mauritius or elsewhere; or

b. the income was derived at a time when the 
company was resident in Mauritius, whether 
the income was derived from Mauritius or 
elsewhere.

Income Tax Act 1995

Every company resident in Mauritius (i.e. every 
company which is incorporated in Mauritius 
or has its central management in Mauritius) is 
liable to pay income tax on its chargeable income 
at the rate of 15%.

Holders of GBL1 licences are tax resident in 
Mauritius and will be liable to tax in Mauritius 
at the rate of 15% on its net income. However, 
when calculating its tax liability, the GBL1 
licencee will be entitled to a foreign tax credit 
on its foreign source income not derived from 
Mauritius. Such foreign tax credit is calculated 
as per the provisions of Income Tax (Foreign Tax 
Credit) Regulations 1996 (the ‘Tax Regulations’). 
The Tax Regulations provide for a tax credit on 
the basis of submission of written evidence for 
such foreign tax paid. In cases where no written 
evidence is presented to the MRA, the GBL1 
licencee will be entitled to a deemed tax credit 
of an amount equal to eighty percent (80%) of 
the Mauritius tax chargeable with respect to 
that income. After taking into account such 
availability of tax credit, the effective tax rate 
will be equivalent to three percent (3%).

a. entities listed on the Stock Exchange of 
Mauritius;

b. financial institutions, other than cash 
dealers, regulated by the Bank of Mauritius;

c. financial institutions regulated by the FSC, 
from the following categories 

i. insurance companies, other than com-
panies conducting external insurance 
business, licensed under the Insurance 
Act 2005; collective investment schemes 
and closed-end funds, registered as 
reporting issuers under the Securities 
Act 2005; CIS managers and custodians 
licensed under the Securities Act 2005; 
persons licensed to carry out leasing, 
credit finance, factoring and distribu-
tions of financial products to the extent 
that the services supplied are by retail; 
and

ii. companies or groups of companies 
having, during two consecutive preced-
ing years, at least two of the following:

• an annual revenue exceeding MUR 200 
million; 

• total assets value exceeding MUR 500 
million; or 

• at least 50 employees.

The NCCG may consist of a chairperson and not 
more than 10 other members. Each of them is 
appointed by the Minister to whom corporate 
affairs have been assigned. Each member must 
have a wide experience or expertise in legal, 
financial, corporate and business matters.

13. Does establishing a company in your 
jurisdiction grant any kind of residency 
rights? Are there any conditions that  
in order to receive these residency rights  
(if applicable) one must partner or 
establish a joint venture with a local  
(e.g. a citizen of your jurisdiction)?

There is no automatic grant of residency when 
incorporating a company in Mauritius.

The Competition Act creates and mandates 
the Competition Commission to conduct, as 
required, any hearings with interested persons 
or parties, determine whether a restrictive busi-
ness practice is occurring or has occurred and 
determine such penalty or other remedy as it 
thinks fit to impose in response to an identified 
anti-competitive practice and what action an 
enterprise should take to ensure compliance 
with the penalty or remedy.

The Competition Act sets out in Part III pro-
visions relating to restrictive business practices 
such as collusive agreements and bid rigging.

The Competition Act sets out the benchmark for 
monopolies in markets, especially in relation to 
the supply of goods or services of any descrip-
tion where:

a. 30% or more of those goods or services are 
supplied, or acquired on the market, by one 
enterprise; or

b. 70% or more of those goods or services are 
supplied, or acquired on the market, by 
three or fewer enterprises.

Holders of GBL2 licences do not pay any income 
tax in Mauritius as they are deemed to conduct 
business outside of Mauritius and accordingly 
qualify as exempt persons under the Income 
Tax Act.

Value Added Tax Act 1988

If a company that is registered with the 
Mauritius Revenue Authority for VAT purposes 
makes a taxable supply, then the company must 
charge value added tax. The current rate of VAT 
is 15%.

Other taxes

In certain transactions, land transfer tax, reg-
istration duty or stamp duty may be applicable 
depending on the nature of the transaction.

15. How does the competition law in your 
jurisdiction regulate companies?

The Competition Act 2007 (‘Competition Act’) 
has been enacted to create the Competition 
Commission, to make better provisions for 
the regulation of competition and for matters 
incidental thereto and connected therewith.

Read law at University Reading, England 
and completed her Bar Professional Training 
Course at City University London. She is a 
barrister of the Honourable Society of Gray’s 
Inn and of the Bar of Mauritius. Her areas of 
work consist mostly of dispute resolution but 
also extends to financial services, company 
law and data protection.

Medina Torabally
Barrister at Law, Benoit Chambers 



About the Authors:
Anjeev Hurry

Barrister at Law, Benoit Chambers 

E: ah@bc intnet mu

Medina Torabally

Barrister at Law, Benoit Chambers 

E: mt@bc intnet mu

Tania Li

Barrister at Law, Benoit Chambers 

E: tl@bc intnet mu

W: www benoitchambers com

A: Level 9, OrangeTower Cybercity 
 Eberne, Mauritius 

T: +230 403 6900

F: +230 403 6910

Jurisdictional Q&A – Mauritius 6968  LexisNexis® Company Law Guide 2018–2019

However, in practice, foreign investors com-
monly utilise companies holding a GBL1 licence 
or GBL2 licence in light of the favourable tax 
regime.

19. What is the law on corporate 
insolvency in your jurisdiction?

The Insolvency Act 2009 (‘Insolvency Act’) 
governs the law relating to bankruptcy of indi-
viduals and insolvency of companies and the 
distribution of assets on insolvency and related 
matters. It provides for the mechanisms and 
regulatory framework for companies to go into 
administration, liquidation or winding-up and 
other relevant issues.

The Insolvency Act sets the legislative basis for 
the voluntary administration, receivership and 
liquidation of companies.

The Insolvency Act was prepared with the assis-
tance of New Zealand insolvency law experts 
and follows broadly the regime applicable in 
New Zealand.

20. Have there been any recent proposals 
for reforms or regulatory changes  
that will impact company law in your 
jurisdiction? 

There are currently no proposed reforms to the 
Companies Act.

21. Are there any features regarding 
company law in your jurisdiction  
or in Asia that you wish to highlight? 

The Companies Act is based on New Zealand’s 
Companies Act 1993. In turn, the latter was 
inspired by the English Companies Act. As a 
commonwealth country, Mauritius follows the 
principles of common law, and practitioners may 
refer to the case law of England and Australia for 
the purposes of interpretation of legislation or 
case law.

16. What are the main intellectual 
property rights companies should be 
aware of in your jurisdiction? 

The laws of Mauritius protect copyright, patents, 
industrial designs, marks (i.e. trademarks, trade 
names, service marks, and collective marks), 
layout designs of integrated circuits, and geo-
graphical indications.

Mauritius is party to numerous conventions 
regarding intellectual property rights, includ-
ing the Paris Convention for the Protection of 
Industrial Property and Berne Convention for 
the Protection of Literary and Artistic Works, 
and the Convention Establishing the World 
Intellectual Property Organization.

17. Does your jurisdiction have laws or 
regulations that govern data privacy? 

The Data Protection Act 2017 (‘Data Protection 
Act’) repeals the Data Protection Act 2004 and 
further strengthens the control and personal 
autonomy of data subjects over their personal 
data, in line with current relevant international 
standards, and in view of the developments in 
the techniques used to capture, transmit, and 
manipulate, record or store data.

The Data Protection Act places emphasis on pro-
cessing of data, obligations of data controllers, 
and rights of data subjects.

The Data Protection Act provides that Data 
Protection Act is applicable to a data controller:

a. who is established in Mauritius and 
processes data in the context of that estab-
lishment; and

b. who is not established in Mauritius but uses 
equipment in Mauritius for processing data, 
other than for the purpose of transit through 
Mauritius.

18. Are there any incentives to attract 
foreign companies to your jurisdiction? 

There are no specific incentives to attract foreign 
companies to Mauritius.

mailto:ah%40bc.intnet.mu?subject=
mailto:mt%40bc.intnet.mu?subject=
mailto:tl%40bc.intnet.mu?subject=
http://www.benoitchambers.com
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1. What is the general situation for 
foreign companies in your jurisdiction? 
(For example, common presence,  
difficulty to setup, restrictive system, 
open and welcoming jurisdiction?

It is fairly easy and common for foreign compa-
nies to establish a place of business in Pakistan. 

Generally, there is no need for a common pres-
ence, the only major requirement being that 
foreign companies need to obtain permission 
from the Board of Investment (BOI), Government 
of Pakistan. As long as this permission is 
obtained through the relevant forms and all 
procedural and legal obligations/ requirements 
of the Securities and Exchange Commission 
(SECP) are met there is no difficulty. The BOI 
(Karachi and Islamabad) has issued 551 per-
missions to foreign companies during the years 
2007–2010.

2. What are the key laws and 
regulations that govern company law  
in your jurisdiction? 

a. Companies Act 2017;

b. Companies (General Provisions and Forms) 
Rules 1985;

c. Single Member Companies Rules 2003;

d. Appointment of Legal Advisor Act 1974 

e. The Limited Liability Partnership Act 2017 
and Schedule filing fees.

3. What are the most common types  
of companies in your jurisdiction?

The following are the most common types of 
companies incorporated in Pakistan:

a. Private Companies;

b. Public Companies;

c. Public Listed Companies (Companies listed 
on the Stock Exchange);

d. Unlimited Companies; and

e. Companies Limited by Guarantee

4. How long does it take to set up  
a company in your jurisdiction?  
(For example, it could be as fast as X 
amount of time, average set up time  
and then as slow as Y amount of time 
based on your experience – are there  
any mechanisms to fast track setup?)

After the completion of the execution, and all 
procedures and legal requirements as ordained 
under the law, it takes up to ten to fifteen work-
ing days on average to set up a company.

5. What are the main registration 
requirements for companies in your 
jurisdiction? What is the fee?

All requirements for incorporation of a private 
limited company shall mutatis mutandis apply 
to a single member company.

The first step that is required to be taken to 
incorporate a company in Pakistan is to search 
for the availability of a proposed name for the 
company to be registered under the Companies 
Act 2017. This name is sought from the Registrar 
of companies by making the required applica-
tion to obtain an availability certificate along 
with making the requisite payment of Rs. 200.

The second step is the filing of all required 
documents for registration of a private limited 
company with the Registrar of Companies: 

Jurisdiction:  Pakistan
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a. A Copy of a National Identity Card or a 
Passport in case a person is a foreigner. 
This document has to be provided for each 
person who is a subscriber or witness to the 
Memorandum and Articles of Association 
of the company; 

b. Four copies of the Memorandum and 
Articles of Association of the company duly 
signed by each subscriber in the presence of 
one witness, with identification of address of 
the witness;

c. Particulars of Chief Executive, subscribers, 
directors, secretary, chief accountant, audi-
tors and legal adviser; 

d. A copy of the original slip of the amount 
paid into the authorized Bank or a Bank 
Draft/ Pay Order drawn in favour of the 
Securities and Exchange Commission of 
Pakistan of the prescribed amount as the 
registration or filing fee; 

e. Application for incorporation of the 
company;

f. A prescribed form in the case of single 
member company indicating two individu-
als to act as nominee director and alternate 
nominee director of a company. This has 
to be filed with the Registrar at the time of 
incorporation; and

g. A document indicating the authorisation 
of subscribers in favour of a person to 
be the representative or to look after the 
issues or problems that arise, if any, in the 
memorandum and articles of association. 
This individual can also file additional doc-
uments/information and collect from the 
Registrar, documents such as the certificate 
of incorporation etc.

The documents that are required for the regis-
tration of a ‘not for profit’ association/ company 
in Pakistan are the same as the documents 
required for a limited company as mentioned 
above. The additional documents that are 
required are as follows:

a. A licence issued by the Securities and 
Exchange Commission of Pakistan. In cases 
where there is a trade body, the licence is to 
be issued by the Ministry of Commerce. The 
application for obtaining the license shall be 
accompanied by the following:

i. A draft of the Memorandum, Decl-
aration and Articles of Association and; 

ii. A list of all the relevant promoters along 
with their bio-data, the names of the 
companies in which they hold office, 
their annual income, expenditure and 
a brief overview of work undertaken by 
each promoter. 

The Securities and Exchange Commission 
of Pakistan provides an Incorporation Fee 
Calculator on its website which can be used to 
determine the portion of the registration fee 
based on the amount of nominal share capital. 
However, the fee determined by the Calculator 
does not include any additional applicable fees 
such as the name availability fee etc. 

6. What are the main post-registration 
reporting requirements for companies  
in your jurisdiction? (For example, annual 
reporting requirements: what to file, to 
whom, is a company secretary required?

Private companies

a. The appointment of first directors is required 
to be notified to the registrar concerned on 
Form-29 within 14 days from the date of 
incorporation of the company. A director 
will hold office for a period of three years. 
An auditor is required to be appointed by the 
Board within 90 days of the date of incorpo-
ration of the company and thereafter in each 
Annual General Meeting;

b. The first election of directors is required to 
be held at the first Annual General Meeting 
(AGM) of the company and every three years 
thereafter;

c. The name of first Chief Executive shall 
be determined by the subscribers of the 

Public companies:

a. All requirements of private companies apply 
to public companies, although some of the 
required application forms are different. A 
listed company is also required to appoint a 
company secretary;

b. Companies are entitled to commence 
business after obtaining a commencement 
of business certificate from the registrar 
concerned. Listed companies are required 
to file list of members on floppy diskette 
to the Commission and the associations 
are also required to file it with the registrar 
concerned. A company is required to file a 
list and get the consent of directors, chief 
executives etc with the Registrar within 
fifteen days thereof; 

c. A statutory meeting to be held within a 
period of 180 days from the date at which the 
company is entitled to commence business 
or within nine (9) months from the date 
of its incorporation whichever is earlier 
hold a general meeting of the members 
of the company to be called the ‘statutory 
meeting’. The notice of statutory meeting is 
required to be sent to the members at least 
21 days before the date fixed for the meeting 
along with a copy of statutory report. The 
directors shall cause a copy of the statutory 
report along with the report of the auditors 
as aforesaid to be delivered to the Registrar 
for registration forthwith after sending it to 
the members of the company. Every listed 
company is required to file three copies of 
the audited balance sheet and profit and 
loss accounts to the SECP, Stock Exchange 
and the Registrar at the time of sending the 
notice of AGM to the members. 

d. Under the new arrangements, beneficial 
owners of listed companies are required to 
follow the provisions of the Securities Act 
2015 for the filing of their beneficial own-
ership returns and reporting of tenderable 
gain. Returns containing beneficial owner-
ship of listed securities and change therein 

memorandum and his particulars are 
required to be submitted to the Registrar 
of SECP along with the documents for the 
incorporation of the company;

d. A single member company is also required 
to appoint a company secretary within 
fifteen days of incorporation and notify the 
same within 14 days. The decisions taken 
by the single member or sole director in 
the meeting of the director and member of 
a Single Member Company are required to 
be drawn up in writing and recorded in the 
minute book by the company secretary;

e. A company is required to notify the reg-
istered office of the company through 
submitting Form-21 within 28 days from 
the date of its incorporation;

f. The first Annual General Meeting (AGM) of 
the company is required to be held within 
sixteen months from the date of incorpo-
ration and subsequent Annual General 
Meetings (AGM) are required to be held 
once at least in every calendar year, and 
within a period of 120 days following the 
close of its financial year. In the AGM, the 
directors of the company have to present an 
audited balance sheet and profit and loss 
accounts in case of first accounts since the 
incorporation of the company and in any 
other case since the preceding account, 
made up to a date not earlier than the date 
of the meeting by more than 120 days;

g. In case the paid-up capital of the company 
increases, the company is required to offer 
new shares to the existing shareholders in 
proportion to the shares held by them. ‘Form 
3’ has to be filed with the registrar within 
45 days from the allotment of shares. Share 
certificates are to be offered, and;

h. Particulars of every mortgage or charge 
created by the company on its property or 
undertaking and every modification are 
required to be filed and registered with the 
registrar concerned within 30 days. 
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f. Permission letter from the Board of 
Investment with a specific validity period 
for opening and maintaining of a branch/
liaison office by a foreign company;

g. Any change or alteration in particulars 
stated in the documents and returns filed at 
the time of registration u/s 435 is required 
to be filed in Form-44 with the Registrar 
concerned within 30 days of such change or 
alteration.

h. A foreign company is required once a year 
to file with the Registrar concerned, annual 
accounts in respect of its operations within 
Pakistan as well as its global accounts 
together with the list of Pakistani members 
and debenture holders and of places of 
business of the company in Pakistan within 
a period of 45 days from the date of submis-
sion of such documents or returns to the 
public authority of the country of incorpo-
ration or within 180 days of the date up to 
which the relevant accounts are made up, 
whichever is earlier;

i. A foreign company is required to submit 
the renewal/extension of the permission to 
open/maintain a branch/liaison office from 
the Board of Investment on the expiry of the 
validity period of the permission, originally 
granted; and

j. A foreign company is required to give notice 
in Form-46 to the Registrar concerned at 
least 30 days before it intends to ceases to 
have a place of business in Pakistan and to 
publish a notice of such intention at least 
in two daily newspapers circulating in the 
Province or Provinces in which such place 
or places of business are situated.

are to be filed with the Registrar concerned 
and the SECP in Form-31 and Form-32.

Foreign companies: 

A Foreign Company incorporated outside 
Pakistan is required to file the following docu-
ments to the registrar concerned within 30 days 
from the establishment of its place of business 
in Pakistan:

a. A certified copy of the charter, statute or 
Memorandum and Articles of Association 
of the company accompanied by Form-38. 
The certification is to be given by:

i. a public officer in the country where 
the company is incorporated to whose 
custody the original is committed or

ii. a notary public of the country where the 
company is incorporated; or

iii. an affidavit of a responsible officer of 
the company in the country where the 
company is incorporated.

The signature or seal of the person so certifying 
shall be authenticated by a Pakistani diplomatic 
consular or consulate officer. If the document 
is not in English, a duly certified translation in 
English or Urdu language is provided (Rule 23 
of Companies (General Provisions and Forms) 
Rules, 1985; 

a. Address of registered office or principal 
office of the company, in Form-39;

b. Particulars of directors, Chief Executive  
and secretary (if any) of the company, in 
Form-40;

c. Particulars of principal officer of the 
company in Pakistan, in Form-41;

d. Particulars of person(s) resident in Pakistan 
authorized to accept service on behalf of the 
foreign company, in Form-42 along with 
the certified copy of the appointment order, 
authority letter of board of directors’ reso-
lution and consent of the principle officer;

e. Address of principal place of business 
in Pakistan of the foreign company, in  
Form-43;

‘Any provision, whether contained in the articles 
of a company or in any contract with a company 
or otherwise, for exempting any officer or audi-
tor of the company, from, or indemnifying him 
against, any liability which by virtue of any law 
would otherwise attach to him in respect of any 
negligence, default, breach of duty or breach of 
trust of which he may be guilty in relation to 
the company, shall be void except as otherwise 
specified for:

a. Provisions of insurance undertaken by a 
company on behalf of such officers of the 
company; or 

b. qualifying third party indemnity provisions 
undertaken by a company on behalf of such 
officers of the company: Provided that, not-
withstanding anything contained in this 
section, a company may, in pursuance of any 
such provision as aforesaid, indemnify any 
such director, chief executive, officer against 
any liability incurred by him in defending 
any proceedings, whether civil or criminal, 
in which judgment is given in his favour or 
in which he is acquitted, or in connection 
with any application under section 493 in 
which relief is granted to him.’

7. Are there any controlling factors  
or restrictions on foreign companies  
in your jurisdiction?

There are no restrictions or controlling factors 
although a pre-requisite of incorporating a for-
eign company in Pakistan is to obtain the due 
permission from the Board of Investment (BOI 
of the Government of Pakistan for a specific 
validity period for the purpose of opening and 
maintaining a branch office or liaison office in 
Pakistan. A copy of this letter has to be given to 
the registrar concerned of SECP at the time of 
the registration of the company. Furthermore, 
industry specific companies e.g. Insurance 
etc., have to obtain further approval/ permis-
sion from the relevant ministries such as the 
Ministry of Commerce etc. 

8. What is the typical structure 
 of directors (or family management 
structure) and liability issues  
for companies in your jurisdiction?

In a typical company, there are elected directors 
and nominee directors appointed to cater to the 
interests of creditors and stakeholders.

Section 180 of the Companies Act, 2017 states 
the Liabilities of directors and officers whereby 
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g. The Khyber Pakhtunkhwa Industrial 
Relations Act, 2010

h. The Balochistan Industrial Relations Act, 
2010

i. The Sindh Industrial Relations Act, 2013

After the eighteenth Constitutional amendment 
in 2010, all provinces were given the power to 
regulate employment laws fully meaning that 
henceforth each province has different laws 
which are regulated differently according to the 
province. 

12. What is the nature of the  
corporate governance regime in effect  
in your jurisdiction? What agencies or 
government bodies regulate corporate 
governance?

In cases of registered companies, the sole gov-
erning authority is the Securities and Exchange 
Commission of Pakistan (SECP) which believes 
that corporate governance is establishing a 
framework of company processes and attitudes 
that add value to the business, help build its 
reputation and ensure its long-term continuity 
and success. In light of this, the Securities and 
Exchange Commission of Pakistan (SECP) 
issued the Listed Companies (Code of Corporate 
Governance) Regulations 2017. Regardless 
of the nature of the company, the corporate 
governance regime needs to be followed by all 
companies in Pakistan in order to foster good 
governance at a national and international level 
in the corporate sector.

13. Does establishing a company in your 
jurisdiction grant any kind of residency 
rights? Are there any conditions that  
in order to receive these residency rights  
(if applicable) one must partner or 
establish a joint venture with a local  
(e.g. a citizen of your jurisdiction)? 

The Punjab Board of Investment and Trade does 
state that the granting of Pakistani Citizenship 
to Foreign Nationals (Investors) is possible.

9. What is the minimum number of 
directors and shareholders required to  
set up a company in your jurisdiction?  
Are there any requirements that a 
director must be a natural person?

a. Single Member Company: 1 Director;

b. Public Company: 3 Directors;

c. Public Listed Company: 7 Directors; and

d. Private Company: 2 Directors. 

Yes, a director of a company has to be a natural 
person. 

10. What are the requirements on how 
shares are offered in your jurisdiction?

A company can offer shares to any individual 
who it deems fit if it complies with the legal 
and procedural requirements. A company can 
have its own internal policies pertaining to this 
matter. The approval of the Board of Directors 
has to be sought in order to offer shares to any 
person. Partly paid shares are not allowed to be 
issued at all.

11. What are the key laws and regulations 
on employment in your jurisdiction that 
companies should be aware of? Are there 
any aspects of employment law that are 
heavily regulated?

a. The Industrial and Commercial Employment 
(Standing Order) Ordinance 1968 (applica-
ble in ICT and Baluchistan);

b. The Industrial and Commercial Employment 
(Standing Order) Ordinance 1968 (adopted 
in 2012, applicable in Punjab); 

c. The Khyber Pakhtunkhwa Industrial and 
Commercial Employment (Standing Order) 
Act, 2013; 

d. The Sindh Terms of Employment (Standing 
Orders) Act, 2015

e. The Industrial Relations Act, 2012

f. The Punjab Industrial Relations Act, 2010

company for the taxable income. The tax rate for 
a banking company is 35%, a public company (a 
company listed on the stock exchange or where 
not less than 50% of the shares are held by the 
federal government or a public trust) is 29% and 
any other company is also 29% as of the year 
2018. For a small-scale company, it can be 25%. 

Super tax was introduced through Finance 
Act, 2015 whereby 4% of super tax was paya-
ble by banking companies and 3% by other 
companies if the income of the company was 
500 million Pakistani rupees (PKR) or more. 
Super tax was payable only for tax years 2015 
and 2016. Companies are also liable to pay 
Alternate Corporate Tax (ACT). No provincial 
or local taxes are payable in respect of income 
of companies.

15. How does the competition law in your 
jurisdiction regulate companies?

There is an independent, quasi-regulatory, 
quasi-judicial body that is exclusively mandated 
under the Competition Act 2010 to ensure that 
competitive forces run smoothly in all spheres 
of commercial and economic activity to enhance 
economic efficiency and to protect consumers 
from monopolistic behaviour. The Competition 
Commission of Pakistan (Commission) sets 

Any person of a country recognized by Pakistan 
may obtain Pakistani Citizenship by investing a 
minimum of USD 0.75 million in tangible assets 
and USD 0.25 million (or equivalent in major 
foreign currency) in cash on a non-repatriable 
basis, and by fulfilling the conditions of the 
Pakistan Citizenship Law. Investment on a 
non-repatriable basis means that the amount is 
brought to Pakistan through normal banking 
channels, converted into Pakistan Rupees, and 
never remitted back. However, in practice this 
is highly uncommon. Usually citizenship is only 
granted through birth or marriage.

14. When is a company subject to tax in 
your jurisdiction? What are the main taxes 
that may apply to companies in your 
jurisdiction?

A resident company is taxed on its worldwide 
income. Non-resident companies operating in 
Pakistan through a branch are taxed on their 
Pakistan-source income, attributable to the 
branch, at rates applicable to a company.

In Pakistan a resident company in taxed on 
its worldwide income whereas a non-resident 
company that operates in Pakistan is taxed on 
the income that is generated from Pakistan. The 
federal corporate tax rates vary on the type of 
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21. Are there any features regarding 
company law in your jurisdiction  
or in Asia that you wish to highlight?

A private limited company under Pakistani  
Law is generally beneficial for foreign entrepre-
neurs as

a. It is a separate legal entity;

b. Has perpetual succession;

c. Can own, sell, hire or lease/license property; 

d. Can sue and can be sued;

e. Has a common seal;

f. All members have limited liability and 

g. All shares are freely transferable. 

In addition to this, a private limited company in 
Pakistan enjoys the right and has the autonomy 
and independence to form its own policies 
subject to legal and regulatory requirements. 
Under the guidance and supervision of the 
board formed by foreign owners, professional 
management can be drawn to participate in 
running the day to day affairs of the company. 

players subject to the control of the Company 
Court i.e. High Court. Liquidation of insolvent 
business is commenced by moving a petition 
to the Company Court. The court appoints 
a liquidator to realise and sell the liquidation 
estate of the company and distribute the assets 
between the creditors. The liquidation process 
is managed by the liquidator who is appointed 
by the court. The passing of a winding up order 
operates as an automatic stay of all legal pro-
ceedings against the Company.

20. Have there been any recent  
proposals for reforms or regulatory 
changes that will impact company law  
in your jurisdiction?

The Companies Act has been updated and 
amended but the essence of it remains the 
same, with minor changes. The Corporate tax 
decreases by up to 1% every year and there have 
been proposals to eradicate the Super Tax appli-
cable on Companies completely. The presence of 
at least one Female director mandatory in recent 
times and the maximum number of executive 
directors (including the Chief Executive Officer) 
has been changed from one-third of elected 
directors to one third of the Board of Directors.

18. Are there any incentives to attract 
foreign companies to your jurisdiction?

The following incentives are usually available to 
foreign investors:

a. Tax concessions: every year there are a 
number of tax concessions that are offered 
to foreign investors. These vary yearly and 
from sector to sector; 

b. Some countries have a double tax treaty with 
Pakistan which means that they are com-
pletely exempted from taxes and customs;

c. Many low interest loans are offered nation- 
wide; 

d. There are many research and development 
opportunities provided to foreign investors; 
and

There are laws protecting foreign investment 
in Pakistan and such investment is greatly 
welcomed and encouraged. 

19. What is the law on corporate 
insolvency in your jurisdiction?

The following are the laws relating to Insolvency 
in Pakistan, however, the main legislation deal-
ing with insolvency are the Companies Act, 2017 
and the Provincial Insolvency Act, 1920: 

a. Provincial Insolvency Act, 1920; 

b. Insolvency (Karachi Division) Act, 1909 and

c. Provincial Insolvency Amendment Act, 2012.

In situations dealing with companies, the 
insolvency proceedings result in the liquidation 
of the company itself. If there is a pre-existing 
scheme/ agreement/settlement or compromise 
that is entered into between the company and 
its creditors, it becomes binding on both which 
may result in corporate rehabilitation which 
could include re-organization of the company. 
Insolvency of a company is the prerogative of 
the High Court. The matter is regulated by the 
High Court with the creditors, the liquidators, 
the company’s administration and the Security 
& Exchange Commission being the main role 

out enquiries, imposition of penalties, grants 
of leniency and other important aspects of law 
enforcement along with procedures relating to 
the review of mergers and acquisitions therefore 
prohibiting situations that tend to diminish, 
distort, or eliminate competition such as actions 
constituting an abuse of market dominance, 
competition restricting agreements, and decep-
tive marketing practices.

16. What are the main intellectual 
property rights companies should be 
aware of in your jurisdiction?

a. The Trade Marks Ordinance, 2001 (XIX of 
2001);

b. The Copy Rights Ordinance, 1962 (XXXIV 
of 1962);

c. The Patents Ordinance, 2000 (LXI of 2000);

d. The Registered Designs Ordinance, 2000 
(XLV of 2000) and

e. The Registered Layout Design of the 
Integrated Circuits Ordinance, 2000 (XLIX 
of 2000). 

17. Does your jurisdiction have laws or 
regulations that govern data privacy?

The Constitution of Pakistan entails an inherent 
right to privacy (Article 14 of the Constitution 
of Pakistan 1973) which states that ‘The freedom 
from unauthorized and unreasonable intrusion 
into the individuals’ personal affairs”. “The dig-
nity of man and, subject to the law, the privacy 
of home, shall be inviolable’. It should be noted 
that in addition to Article 14, Article 8 (2) of 
the Constitution of Pakistan 1973, also protects 
the rights of all individuals including employ-
ees, ‘Laws inconsistent with or in derogation of 
Fundamental Rights to be void. The State shall 
not make any law which takes away or abridges 
the rights so conferred and any law made in 
contravention of this clause shall, to the extent 
of such contravention, be void……’. In addition 
to this, there is also a Prevention of Electronic 
Crimes Act 2016 which deals with privacy laws.
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1. What is the general situation for 
foreign companies in your jurisdiction? 
(For example, common presence,  
difficulty to setup, restrictive system, 
open and welcoming jurisdiction?) 

Foreign companies in Ukraine may be viewed 
as either foreign investors making investments 
into the country, or as Ukrainian subsidiaries 
of foreign entities. Ukraine is generally an 
open and welcoming jurisdiction for setting up 
business; foreign companies are represented in 
different industries of the Ukrainian economy. 

Foreign investors are generally treated equally 
with Ukrainian investors, including in terms of 
rights and obligations. 

Overall, there are very few restrictions for for-
eign investors to do business in Ukraine. 

2. What are the key laws and  
regulations that govern company  
law in your jurisdiction?

The key legislative acts governing company law 
in Ukraine are as follows:

a. the Law of Ukraine on Commercial Com-
panies 1991; 

b. the Law of Ukraine on Joint Stock Com-
panies 2008; 

c. the Law of Ukraine on Limited Liability 
Companies and Additional Liability Com-
panies 2018, which will enter into force on 
17 June 2018;

d. the Civil Code of Ukraine 2003;

e. the Commercial Code of Ukraine 2003;

f. the Law of Ukraine on State Registration of 
Legal Entities, Individual Entrepreneurs and 
Public Organisations 2015; and

g. Law of Ukraine on Holding Companies in 
Ukraine 2006. 

3. What are the most common types  
of companies in your jurisdiction?

The law provides for the following types of 
companies in Ukraine: 

a. limited liability company; 

b. joint stock company;

c. private enterprise;

d. additional liability company;

e. general partnership; and

f. limited partnership.

The most common types of companies used 
for business setting up in Ukraine are the 
limited liability company (Ukr. – Tovarystvo z 
obmezhenoyu vidpovidalnistyu) (“LLC”) and 
the joint stock company (Ukr. – Aktsionerne 
tovarystvo) (“JSC”), as they allow the benefit 
of limited liability for their participants 
(shareholders).

An LLC is the most common and easily admin-
istered form of legal entity used in Ukraine 
because its establishment and operation is sig-
nificantly less burdensome and time-consuming 
as compared to a JSC. 

At the same time, a JSC may be preferable if the 
company plans to attract financing by way of 
proposing newly issued shares at a premium 
without the need for all the shareholders to 
contribute into the capital proportionally to the 
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amount of their stake. This is because, unlike 
in an LLC (the capital increases in which are 
usually performed at a nominal value), shares 
of a JSC are generally placed at the market price. 

Private enterprises are commonly used for 
businesses with insignificant amounts of trans-
actions, and they do not have a proper legislative 
regulation, which makes them less attractive for 
foreign investors.

The remaining types of companies indicated 
above are usually set up only when this is 
explicitly required by law due to their general 
impracticality and additional liability to their 
participants.

A foreign company may also set up a represent-
ative office in Ukraine, which is an equivalent to 
a branch; however, a representative office does 
not have a separate legal personality and hence, 
the parent company will not have the benefit 
of limited liability for debts of the Ukrainian 
subsidiary.

4. How long does it take to set up  
a company in your jurisdiction?  
(For example, it could be as fast as X 
amount of time, average setup time  
and then as slow as Y amount of time 
based on your experience – are there  
any mechanisms to fast track setup?) 

The registration of an LLC is quite easy and 
quick and can be completed within 1 (one) 
business day as of the moment of submission of 
all required documents with the State Register of 
Legal Entities, Private Entrepreneurs and Public 
Formations (the “State Register”) or in certain 
exceptional cases take a couple of days longer.

General average time for an LLC becoming 
operating in Ukraine is up to 2–3 weeks, 
including:

a. preparation of documents for the company 
registration – 1–2 business days;

b. submission of the documents to the State 
Registrar – 1–2 business days;

c. registration of LLC as a value added tax 
(VAT) payer (if necessary) – 3–5 business 
days;

d. opening of bank accounts – 10–14 business 
days;

e. payment of equity – 1–2 business days. 

The registration of a JSC is a longer process as 
compared to an LLC. Given the necessity of 
share issuance and registration of the share issue 
with the National Securities and Stock Market 
Commission (“NSSMC”), the whole process of 
JSC registration may take around 6 (six) months.

5. What are the main registration 
requirements for companies in your 
jurisdiction? What are the fees? 

State registration of an LLC is free of charge. The 
recent updates in corporate legislation removed 
anti-chaining rules (where an LLC could not 
have a company as a sole participant, if such 
company is owned by a sole participant) and a 
restriction regarding the maximum number of 
participants in LLCs. 

Notably, there is no requirement as to the min-
imum equity capital of an LLC. 

Main registration requirements for a JSC are the 
following:

a. a company cannot be a sole shareholder of 
the JSC, if such a company is owned by a sole 
shareholder;

b. JSC cannot be entirely owned by sharehold-
ers – legal entities, the sole shareholder of 
which is one and the same person; and

c. the minimum amount of JSC’s share capital 
shall be equal to 1,250 minimum wages 
envisaged by law (i.e., approx. EUR 125,000).

State registration of a JSC is free of charge. At 
the same time, fee for the registration of the 
share issue with the NSSMC constitutes 0.1% 
of the nominal value of all issued shares of the 
company but cannot exceed 50 minimum statu-
tory costs of living which are currently equal to 
approx. EUR 2,788 in UAH equivalent. 

filings with the Ukrainian tax authorities. 
The financial statements are filed to the tax 
authorities as  an annex to the  corporate 
tax return. Notably, the first reporting 
period for a newly established company is 1  
(one) year; 

b. filings with Ukrainian tax authorities as 
income tax agent of the company’s employ-
ees (quarterly); filings with Ukrainian 
tax authorities as social security tax payer 
(monthly); also, the company should notify 
the tax authorities about the prospective 
employment in advance;

c. filings with Ukrainian tax authorities as a 
VAT payer (if the company is registered as a 
VAT payer). Such filing is done on a monthly 
or quarterly basis, as applicable;

d. filing of financial statements and other 
required reports depending on the type 
of the business activity and size of the 
business to the state statistics authorities 
(monthly, quarterly and annually).

7. Are there any controlling factors  
or restrictions on foreign companies  
in your jurisdiction? 

In general, foreign and local investors are treated 
in Ukraine equally. The legislation stipulates 
that foreign investors may be restricted from 
certain types of business activity based on law 
in accordance with national security interests. 
Foreign investors should be aware of the follow-
ing statutory restrictions:

a. restrictions applied to either foreign or 
domestic investors. Based on the Ukrainian 
legislation, certain types of business activ-
ity may be carried out only by state-owned 
enterprises (for example, issuance of bank-
notes, carrier rockets manufacturing, etc.); 

b. certain specific restrictions (including 
industry-specific restrictions) applicable to 
foreign investors only. For example, foreign 
investors are not entitled to directly own 
agricultural land, and may only own land 

For all companies undergoing the registration 
procedure, it is mandatory to disclose their 
ultimate beneficial owners (“UBO”), i.e., each 
individual who owns 25% or more of the compa-
ny’s equity capital or votes, or has a determining 
influence on the decision-making process.

All foreign documents submitted for the 
company registration in Ukraine shall be duly 
apostilled or legalised in the country of their 
issuance and accompanied with the Ukrainian 
translation certified by a notary. Once all 
documents are duly prepared, an authorised 
representative of the applicant may submit them 
to the state registrar. There is no need to make 
any filings or registrations with tax authorities 
following the state registration of a company, 
as tax authorities will be automatically notified 
thereof by the state registrar. At the same time, 
in case the company wishes to be registered as a 
VAT payer or in case of reaching certain thresh-
olds in its activity envisaged by the legislation 
(which require the registration as a VAT payer), 
the company shall undergo relevant registration 
procedure with tax authorities. 

6. What are the main post-registration 
reporting requirements for companies  
in your jurisdiction? (For example, annual 
reporting requirements: what to file, to 
whom, is a company secretary required?)

Apart from industry-specif ic reporting 
requirements (banks, financial institutions, 
JSCs) which must submit specific regular and 
occasional reports to the state regulatory author-
ities (such as the National Bank of Ukraine, 
NSSMС, National Financial Services Markets’ 
Commission) and conduct a statutory audit, 
companies do not have any reporting obliga-
tions, unless registrable information is changed 
(e.g., the amount of equity capital is increased).

There are certain tax related reporting and filing 
requirements that companies must comply with: 

a. quarterly (by companies whose annual 
turnover for the previous year exceeds 
UAH 20 million) or annual corporate tax 
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imprisonment. Administrative liability can be 
imposed for violations, such as conducting busi-
ness without required permits/ licenses, failure 
to comply with currency control regulations, 
breach of safety rules, etc., and it usually has the 
form of insignificant monetary penalties.

Upon entrance into force of the Law on LLCs in 
June 2018 new respective requirements will be 
enacted. In particular, a member of the execu-
tive body or a director will have no right to act 
as a private entrepreneur or a manager of other 
company operating in the same area of activity 
without the previous consent of shareholders 
or a supervisory board of the given company. 
Breach of this rule may lead to the termination 
of the contract with a relevant person. Besides, 
the supervisory board (as a new management 
body which can be introduced in an LLC) will be 
authorised to control and regulate the activities 
of the company’s executive body. 

9. What is the minimum number of 
directors and shareholders required  
to set up a company in your jurisdiction? 
Are there any requirements that  
a director must be a natural person?

Since the executive body may exist as either 
a sole (director) or collective body (board of 
directors or directorate headed by the CEO), a 
director or CEO of the company should be in 
place for the company registration as a legal 
entity. Only a natural person can be the direc-
tor or a member of the board of directors of a 
Ukrainian company. The initial director can 
only be a resident of Ukraine. After the company 
is registered, the director can be changed to a 
non-resident provided that a work permit and a 
residence permit are obtained.

As regards the minimum number of sharehold-
ers, an LLC and JSC can be established by 1 (one) 
person. 

designated for non-agricultural use; a 
foreign entity can own not more than 35% of 
shares in a news agency; residents of offshore 
jurisdictions (as defined by the Ukrainian 
Government) cannot own, directly or indi-
rectly, broadcasting companies in Ukraine.

Foreign investors should also take due account 
of requirements of the Ukrainian competition 
law, in particular those obligations, under 
certain conditions, to obtain a merger clear-
ance from the Antimonopoly Committee of 
Ukraine (“AMC”). Given the relatively low 
thresholds which, once met, necessitate obtain-
ing an approval of the AMC for a transaction, 
acquiring shares or assets in Ukraine should be 
carefully considered in terms of antitrust and 
competition law.

8. What is the typical structure  
of directors (or family management 
structure) and liability issues  
for companies in your jurisdiction? 

A director or members of the board of directors 
(or directorate) headed by the Chief Executive 
Officer (“CEO”) of a Ukrainian company is a 
company’s executive body (sole or collective, 
respectively), the exact composition and com-
petence of which is set out in the company’s 
statutory documents. 

In general, directors can be subject to civil, 
administrative, and/or criminal liability for 
violations committed in person. The sole direc-
tor or a member of the executive body becomes 
liable in case of damages or losses caused to 
the company by his/her actions or inactivity. 
Besides, in any such cases, the authorities of the 
member of the executive body can be terminated 
at any time, or the relevant person may be tem-
porarily removed from the performance of his/
her functions. 

Administrative or criminal liability applies 
depending on severity of a specific violation. 
For instance, tax evasion, money laundering, 
grave violation of labour laws, or securities 
fraud can lead to criminal penalties including 

There are two ways of hiring employees in 
Ukraine: 

a. based on the labour agreement; and 

b. by means of contracting person based on 
respective civil-law agreement (for free- 
lancers).

Most common types of labour agreements are:

a. labour agreements for indefinite term;

b. fixed-term labour agreements; and

c. labour contract.

Employment contracts shall be executed solely 
in writing. Non-residents employed in Ukraine 
have the same labour rights as Ukrainian 
residents and are allowed to work in Ukraine 
based on preliminary obtained work permit and 
a residence permit.

Employers are obliged to pay the following 
taxes on behalf of their employees before salary 
payment:

a. personal income tax in the amount of 18% 
of the salary base;

b. military tax in the amount of 1.5% of the 
salary base; and

c. social security tax – 22% payable on top of 
the salary base (at the cost of the employer).

Termination of employment by an employer is 
possible only for a limited number of reasons 
outlined by law, such as failure to perform 
employee’s duties, inconsistency of an employee 
with the performed job, absence at work for 
more than three hours without a valid excuse, 
etc. Directors and other company officers, 
however, can be dismissed any time, and the 
employer would usually be obliged to pay out a 
severance payment for such dismissal.

10. What are the requirements on how 
shares are offered in your jurisdiction? 

In Ukraine shares are issued by JSCs only. Shares 
of a JSC may be offered at the stage of incorpo-
ration as well as in the course of the company’s 
activity by way of increasing its equity capital 
by means of either private or public share place-
ment, depending on the type of JSC (private or 
public), respectively. Incorporation procedure 
requires founders to agree on the type, number 
and nominal value of each share in the com-
pany’s capital, perform placement of shares 
among the company’s founders and apply for the 
registration of the share issue with the NSSMC. 
In case of share placement within the procedure 
of the authorised capital increase based on the 
relevant decision of the general shareholders 
meeting of a JSC, existing shareholders of a JSC 
have pre-emptive rights for the acquisition of the 
newly issued shares, unless these rights have not 
been withdrawn by the majority of shareholders 
holding not less than 95% shares of a JSC. 

The Law on Simplifying Business Activity 
and Attraction of Investments by Securities 
Issuers 2017, has abolished previously existing 
separation of share placement procedures into 
private and public ones. Public placement may 
now be undertaken not only in the course of 
the new securities’ issuance, but also in respect 
of already issued securities. The acquisition of 
shares within share placement takes place based 
on the relevant agreement between an investor 
and a JSC. 

11. What are the key laws and regulations 
on employment in your jurisdiction that 
companies should be aware of? Are there 
any aspects of employment law that are 
heavily regulated? 

The main normative acts regulating employment 
in Ukraine are the Labour Code of Ukraine and 
the Civil Code of Ukraine (in case of contracting 
freelancers).
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(without necessarily being in the employment 
with such company). 

A temporary residence permit is issued for a 
period of one to three years and is subject to 
extension for the same period of time. If a for-
eign individual does not have legal grounds for 
an extension of a temporary residence permit, 
he/she has to terminate its registration at the 
address of his place of living within 7 days and 
leave the country. 

To receive the residency permit, a person shall 
firstly obtain the Ukrainian long-term visa 
and complete several formalities with the State 
Immigration Services of Ukraine.

14. When is a company subject to tax  
in your jurisdiction? What are the main 
taxes that may apply to companies in  
your jurisdiction? 

Resident entities are taxed in Ukraine on their 
worldwide income. Non-resident entities are 
taxed on their taxable income derived from 
the source in Ukraine. A branch or a perma-
nent establishment of a non-resident entity 
in Ukraine is considered a separate entity for 
tax purposes. The legislation exempts from 
taxation an income of non-residents based 
on international agreements on technical and 
humanitarian assistance. 

The main taxes applied to companies in Ukraine 
are the following: 

a. corporate profit tax at the general rate 18%. 
Small enterprises and agricultural producers 
that meet special criteria may be subject to a 
simplified tax regime based on which their 
profit will be taxed at a lower rate; 

b. VAT levied on the supply of goods and ser-
vices within the custom territory of Ukraine 
and on import and export of goods and 
auxiliary services under export or re-export 
customs regimes, as well as international 
transport services. The standard rate of 
VAT is 20% for supplies within the custom 
territory of Ukraine, as well as imported 

12. What is the nature of the corporate 
governance regime in effect in your 
jurisdiction? What agencies or 
government bodies regulate corporate 
governance? 

Corporate governance is by and large regu-
lated by the constituent documents, as well as 
by the NSSMC regulations relating to public 
and private JSCs. The regulations provide for 
certain reporting obligations, maintaining 
certain information on the company’s web-site, 
requirements for composition of the supervisory 
board of a public JSC, etc. 

13. Does establishing a company in your 
jurisdiction grant any kind of residency 
rights? Are there any conditions that  
in order to receive these residency rights  
(if applicable) one must partner or 
establish a joint venture with a local  
(e.g. a citizen of your jurisdiction)?

Ukrainian legislation provides the possibility of 
granting temporary and permanent residency 
permits to foreigners, each of such permits being 
granted based on relevant grounds. 

Unless there are grounds for permanent resi-
dency (immigration) permit being obtained by 
a foreign shareholder of a Ukrainian company 
(which are usually not applicable in the over-
whelming amount of cases), the latter may be 
eligible for the obtainment of the temporary 
residency as a result of the company being 
established in Ukraine.

The most relevant ground for issuance of 
the temporary residency permit to a foreign 
shareholder/founder of a Ukrainian company 
is employment with a Ukrainian company 
(including as the company’s CEO), subject to 
preliminary work permit obtainment by the 
company for such individual.

The valid basis for obtaining a permanent 
residency permit is investing into the equity 
capital of a Ukrainian company, the amount of 
funds equivalent to not less than EUR 100,000 

Additionally, in 2017 the concept of state aid 
was introduced in Ukraine. The Law of Ukraine 
on State Aid Provided to the Business Entities 
indicates that the vast majority of measures 
undertaken by Ukrainian government to sup-
port particular companies are not allowed if they 
do not have a rational ground, are not objective 
and/or establish groundless preferences. In this 
case AMC acts as a supervising authority and 
assesses the admissibility of respective state aid 
programmes. 

16. What are the main intellectual 
property rights companies should be 
aware of in your jurisdiction? 

Like other European countries, Ukraine pro-
tects copyright and related rights, trademarks, 
patents, industrial designs (both registered and 
not), geographical indications, topographies 
of semiconductor products, plant varieties, 
confidential information and trade secrets. 
The legislation is influenced mostly by several 
important treaties, such as the Paris Convention 
for the Protection of Industrial Property, the 
Berne Convention on the Protection of Literary 
and Artistic Works, the Convention establishing 
the World Intellectual Property Organization, 
Madrid Agreement, the TRIPS Agreement, 
Hague Agreement and EU-Ukraine Association 
Agreement.

17. Does your jurisdiction have laws or 
regulations that govern data privacy? 

Ukrainian Parliament adopted a wide range of 
acts governing data privacy, namely: Personal 
Data Protection Law 2010, Law of Ukraine on 
Information 1992, Law of Ukraine on State 
Secrecy 1994, Law of Ukraine on State Service of 
Special Connection and Information Protection 
2006, Law of Ukraine on Electronic Commerce 
2015, and Law of Ukraine on Cyber Security 
2017. 

The Personal Data Protection Law was intended 
to implement the protection of individuals with 
regard to the processing of personal data and 

goods and auxiliary services. A 7% VAT rate  
applies to supplies of pharmaceuticals and 
healthcare products. Exported goods and 
auxiliary services are subject to 0% VAT 
rate; 

c. withholding tax on income (e.g., dividends, 
royalty, interest) payable by a Ukrainian 
company to a non-resident. The general rate 
of withholding tax is 15% and may be lower 
based on relevant double tax treaties; and

d. social security tax at a rate of 22% payable 
by the employer on the amount of remuner-
ation paid to an employee.

15. How does the competition law in your 
jurisdiction regulate companies?

The following are the main laws governing 
competition issues in Ukraine:

a. the Law of Ukraine on Protection of 
Economic Competition 2001;

b. the Law of Ukraine on Protection Against 
Unfair Competition 1996;

c. the Law of Ukraine on State Aid Provided to 
the Business Entities 2014.

The AMC is a regulatory authority empowered 
to monitor compliance of market participants’ 
activity, as well as state aid programmes and the 
public procurement procedures in accordance 
with the legislation pertaining to competition. 

Ukrainian legislation introduces several main 
areas of competition protection. The first area 
relates to the prohibition for companies to act 
in a mutually agreed or collusive way, establish 
restrictive conditions of activity for other 
market participants and abuse their dominant 
position in the market. The second area includes 
merger control rules. Generally, companies are 
free to perform a merger until the conditions 
for mandatory AMC clearance are met. Finally, 
the law prohibits the unfair competition, in 
particular, spreading misleading information 
on the goods the company produces or sells, 
misuse of the business reputation of the other 
company, etc. 
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respective requirements, as well as some 
other tax incentives; 

f. state guarantees for the companies partici-
pating in the privatisation procedures;

g. exemption from custom duty of the import 
of assets as an in-kind contribution into the 
equity capital of a Ukrainian entity, unless 
such assets are disposed within three-year 
period; and

h. gradual liberalisation of the currency control 
regulations, in particular the possibility of 
cross-border dividends’ payment to foreign 
investors for all previous years up to the year 
2017 inclusive, in the amount not exceeding 
USD 7 million or its equivalent per month.

19. What is the law on corporate 
insolvency in your jurisdiction?

The law of Ukraine on Restoring Debtor Sol-
vency or Declaring a Debtor Bankrupt 1992, 
provides for the possibility of initiating insol-
vency proceedings against the debtor by the 
creditor or the debtor itself, in case the amount 
of undisputable outstanding debt within three 
concurrent months of the maturity date is not 
less than UAH 960,000 (approximately USD 
37,000). There are several procedures that may 
be applied to a debtor in the course of insolvency 
proceedings, namely: 

a. disposition of the debtor’s property;

b. financial recovery of the debtor; and 

c. liquidation of the debtor. 

Initiation of insolvency proceedings usually 
triggers a moratorium on the satisfaction of 
certain creditors’ claims. Some agreements 
concluded within a year prior to insolvency 
proceedings, as well as during the insolvency 
proceedings, which put the debtor in insolvent 
position, can be invalidated by the court based 
on application of the receiver or an unsecured 
creditor. The receiver is appointed randomly 
from a respective court database and performs 
the functions of a controlling body over the 
debtor. The receiver may request the court  

on the free movement of such data. Moreover, 
the underlying regulatory instruments were 
also elaborated, such as the Standard Procedure 
of Personal Data Processing; Procedure of 
Monitoring Compliance with Data Privacy 
Legislation by the Ombudsman; Procedure for 
Notification of the Ombudsman in relation to 
Sensitive Personal Data Processing. It is highly 
anticipated that the General Data Protection 
Regulation requirements will be implemented 
this year by Ukraine. 

18. Are there any incentives to attract 
foreign companies to your jurisdiction? 

Under the general rule, foreign companies 
operating in Ukraine via their Ukrainian 
subsidiaries or as foreign investors are treated 
equally to Ukrainian investors. Foreign inves-
tors are entitled to various incentives proposed 
by Ukraine, in particular: 

a. more than 70 bilateral investment treaties 
which set out obligations of Ukraine with 
respect to the treatment of foreign investors 
and the mechanisms for resolving disputes 
arising on this basis;

b. 75 bilateral double tax treaties entered into 
by Ukraine with other countries;

c. a number of free trade agreements aimed at 
removing customs barriers to the movement 
of goods and services between Ukraine and 
other countries;

d. privileges and guarantees for foreign inves-
tors under the foreign investment legislation 
(the protection against changes in the leg-
islation, protection against nationalisation, 
guarantee for compensation and reim-
bursement of losses, guarantee in the event 
of termination of the investment activity, 
guarantee of profit repatriation, etc.);

e. certain tax incentives, in particular the 
release from taxation until 2021 of the newly 
established taxpayers which have an annual 
income of UAH 3 million or less and meet 

ownership rights transfer which are gov-
erned by Ukrainian law only); and

c. the state is to provide reliable and complete 
information on each privatisation object.

Some categories of investors are excluded from 
the potential purchasers of privatisation objects:

a. aggressor state(s) and companies of which 
the aggressor state or its resident is the ulti-
mate beneficial owner;

b. individuals being citizens or residents of the 
aggressor state;

c. companies and individuals and their related 
persons that are subject to sanctions under 
the Law of Ukraine On Sanctions; and

d. companies registered in jurisdictions 
claimed to be non-cooperative by FATF, or 
companies whereby 50% or more shares of 
which is owned by a company registered in 
such jurisdiction.

21. Are there any features regarding 
company law in your jurisdiction  
or in Asia that you wish to highlight? 

Company law features include concepts of 
squeeze-out and sell-out for joint-stock com-
panies. Recently introduced escrow accounts 
with local Ukrainian banks comprise a new 
convenient tool which may be utilized in the 
course of restructuring shareholders’ struc-
ture, within M&A transactions and in some 
other cases. Further to this, in 2018 corporate 
(shareholders) agreements were also introduced 
into the Ukrainian legislation which provide for 
the possibility of agreeing voting rules or rules 
of managing the company in a particular way; 
acquisition or disposal of participatory interests 
(shares) on the terms agreed by the parties; and 
refraining from selling participatory interests 
(shares) until the occurrence of certain circum-
stances as defined by the agreement. The law 
contains a number of requirements applicable 
to such agreements. 

to remove the executive body of the debtor if  
it does not act in the interests of solvency of  
the debtor.

The recovery manager is, as with the receiver, 
appointed randomly from a court database. Its 
functions include development of a recovery 
plan, obtaining creditors’ consent for the plan, 
submission of the plan to the court for approval 
and performance of the plan. If the earlier 
stages are unsuccessful, the court shall appoint 
liquidation of the debtor whereby its assets will 
be sold, management and employees will be 
dismissed, and the debtor will be wound up. 

20. Have there been any recent  
proposals for reforms or regulatory 
changes that will impact company  
law in your jurisdiction? 

The biggest reforms in company law of Ukraine 
is the Law on LLC which will enter into force on 
17 June 2018. The law provides for more flexible 
regulation of corporate relations of an LLC, 
namely possibility of conclusion of shareholders’ 
agreements by participants of LLC, provision of 
irrevocable power of attorney (only in relation 
to corporate matters), possibility to establish a 
supervisory board in an LLC, etc.

The Law of Ukraine on Privatisation of State and 
Municipal Property entered into force in March 
2018 and establishes two different privatisation 
procedures:

a. auction for large privatisation objects (which 
value of assets exceeds UAH 250 million 
(approx. EUR 7,800,000)); and

b. online auction for small privatisation 
objects.

The new law provides the following state 
guarantees for investors participating in the 
privatisation process:

a. disputes arising from privatisation SPA can 
be settled in the international arbitration;

b. large privatisation objects’ SPAs may be 
governed by English law (except as regards 
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1. What is the general situation for 
foreign companies in your jurisdiction? 
(For example, common presence,  
difficulty to setup, restrictive system, 
open and welcoming jurisdiction?)

The United Arab Emirates (the “UAE”) is one 
of the most attractive destinations for foreign 
investments. In the past 10 years, the UAE has 
extensively worked to simplify the procedure for 
foreign companies to incorporate businesses. 
The country’s high rank in the Ease of Doing 
Business Index reflects this.

There are a variety of jurisdictions in the UAE 
including the mainland and the free zones. 
The UAE is currently a base for a considerable 
number of multinational corporations. In 
general, the setting up of a business is a straight 
forward and easy process. 

In the mainland of the UAE, the incorpora-
tion of a business depends on the regulations 
implemented on the level of each emirate and 
on the general framework of the UAE Federal 
Law No 2 of 2015 on commercial companies (the 
“CCL”). For certain structures under the CCL, 
such as limited liability companies (one of the 
most common structures in the mainland), UAE 
nationals or corporations wholly owned by UAE 
nationals must hold at least 51% of the shares. It 
is common for the shareholders in such cases to 
enter into a set of side agreements to govern the 
way the company will be managed and operated. 

The UAE also boasts a friendly environment for 
business incorporations with more than thirty 
free zone jurisdictions that generally each cater 
to a specific types of business activities. These 
economic jurisdictions are designed to attract 
foreign investment and have simpler labour and 

immigration procedures. The incorporation of a 
business in a free zone is a fast and easy process, 
for which the requirements are simple. Free zone 
jurisdictions allow foreign nationals to have 
full ownership rights in a company. Companies 
established in free zones are generally not 
allowed to provide services or goods within the 
UAE unless they comply with the applicable 
regulations in this respect.

Foreign companies looking to establish them-
selves in the free zone areas can benefit from:

• 100% foreign ownership; 

• Tax Exemption: Companies established in 
free zones are exempt from personal tax, 
corporate tax; and import/export tax;

• Full repatriation of revenue and profits; and

• Long-term leasing options.

While there are generally no restrictions on for-
eign companies established in the UAE, certain 
activities are restricted to UAE/GCC nationals, 
such as those relating to real estate outside of 
the freehold areas, education, and healthcare.

2. What are the key laws and  
regulations that govern company law  
in your jurisdiction?

The main piece of legislation governing company 
law in the mainland of the UAE is Federal Law 
Number 2 of 2015 on commercial companies, 
which replaced Federal Law Number 4 of 1984. 

The CCL regulates commercial companies, 
including partnerships, limited liability compa-
nies, public joint stock companies, private joint 
stock companies, and local branches of foreign 
companies. 

Jurisdiction: United Arab Emirates 
Firm:  BSA Ahmad Bin Hezeem  
  & Associates 
Author: Rima Mrad

mailto:zoryana.sozanska%40redcliffe-partners.com?subject=
mailto:anna.pushkaryova%40redcliffe-partners.com?subject=
mailto:yulia.Brusko%40redcliffe-partners.com?subject=
http://www.redcliffe-partners.com


Jurisdictional Q&A – United Arab Emirates 9392  LexisNexis® Company Law Guide 2018–2019

Other key laws and regulations that govern 
companies in the UAE in the UAE include:

• Federal Law Number 18 of 1993 on Com-
mercial Transactions

• Federal Law Number 1 of 2006 on Electronic 
Commerce and Transactions 

• Federal Law Number 5 of 1985 on civil 
transactions 

• Securities and Commodities Authority’ 
Board of Directors’ Resolution Number (7 
R.M) of 2016 Concerning the Standards of 
Institutional Discipline and Governance of 
Public Shareholding Companies, issued by 
the Securities and Commodities Authority

• Federal Decree-Law Number 8 of 2017 on 
Value Added Tax

• Ministerial Resolution Number 539 of 2017 
on the regulations relating to private joint 
stock companies in the implementation of 
the terms of the CCL 

• Dubai  Law No. (13) of 2011 Regulating 
the Conduct of Economic Activities in the 
Emirate of Dubai

Companies established in certain free zones 
are governed by other laws. In the Dubai 
International Financial Centre (the “DIFC”) free 
zone, the DIFC Law Number 2 of 2009 governs 
companies and the DIFC Law Number 5 of 2004 
governs partnerships. In the Abu Dhabi Global 
Market (the “ADGM”), companies are regulated 
by the 2015 Companies Regulations.

3. What are the most common types  
of companies in your jurisdiction?

The most common form of companies found in 
the mainland of the UAE are the following:

• Limited Liability Companies (LLC);

• Companies with Listed Shares: Public Joint 
Stock Companies, and Private Joint Stock 
Companies;

• Branch and Representative Offices: Foreign 
companies can establish a branch or a 
representative office in the UAE, and local 

companies incorporated in an Emirate 
of the UAE can establish a branch or a 
representative office in any other Emirate. 
Although branches and representative 
offices are similar in nature, they can have 
certain defining characteristics which 
set them apart. Although a branch can 
conduct the same business activities as its 
parent company, a representative office 
is not authorized to engage in providing 
services, selling goods, or earning profit. 
Representative offices are mainly designed 
to market and promote the services of their 
parent companies.

Other, less popular, types of companies include:

• Joint Liability Companies;

• Limited Partnership Companies;

• Sole Proprietorship / Establishment: A Sole  
Proprietorship or Establishment is an entity  
owned exclusively by one individual, wherein 
the individual is fully personally liable for 
the entity’s liabilities. A Sole Proprietorship 
or Establishment can conduct both commer-
cial and professional activities. Carrying out 
commercial activities for sole proprietorship 
is limited to UAE Nationals and, in certain 
circumstances, to GCC Nationals. In con-
trast, there are no restrictions on who can 
carry out professional activities. A Sole 
Establishment owned by a foreign national 
must however appoint a UAE national as 
a service local agent (a service local agent 
does not own any interest right in the entity 
nor is entitled to have any control over its 
management); and 

• Civil Companies: Civil Companies are 
professional companies that can be fully 
owned by foreign nationals. They still need 
to appoint a local service agent like sole pro-
prietorship and they are generally restricted 
to professional activities such as engineering 
consultancies, management consultancies 
etc. 

The most common types of companies found in 
the free zones of the United Arab Emirates are:

The company’s incorporation process in the 
mainland of the United Arab Emirates is 
managed by the Department of Economic 
Development. The setup time can be as fast as 
one to two days from the date all the required 
documents are submitted. If there are delays 
in the submission of documents, or if the 
documents are not properly attested, the incor-
poration process will take longer.

The average time to set up a company in the 
free zones will differ based on the specific free 
zone in which the company is being formed. For 
instance, in the Jebel Ali Free Zone (“JAFZ”), 
which is popular for trading activities, setting 
up a company should take around three weeks 
(this is once again assuming all documents are 
submitted correctly). 

In addition, the shareholders setting up the 
company will have to appropriately determine 
what activities they will be conducting and 
what type of license they require. The average 
set up time for certain activities will take longer 
as approvals from other authorities will be 
required (for instance, for banking and insur-
ance activities). As for licenses, some of them 
are regulated and will need a separate approval 
from other authorities.

5. What are the main registration 
requirements for companies in your 
jurisdiction? What are the fees? 

The main registration requirements for compa-
nies in the UAE will differ based on whether the 
company is being incorporated in the mainland 
of Dubai, in the mainland of Abu Dhabi, in the 
mainland of another Emirate, or in a free zone.

Mainland (Dubai – Abu Dhabi)

Although companies looking to establish 
themselves in the mainland areas of Dubai and 
Abu Dhabi will be dealing with different depart-
ments, namely the Department of Economy 
in Dubai and the Abu Dhabi Department of 
Economic Development, their registration 
requirements are essentially the same. There are 

• Free Zone Companies (FZCO) or Free Zone 
Limited Liability Company (FZ LLC): This 
type of company must be registered with 
at least two shareholders and they have 
common feature with the mainland LLC;

• Free Zone Establishments (FZE): This type of 
company must be registered with one share-
holder. It is a limited liability establishment. 
It differs from FZCO and FZ LLC by the fact 
that it can only have one shareholder; 

• Branches of Free Zone Companies; and

• Offshore Companies: Only available in few 
free zones such as JAFZA and RAKEZ. These 
companies are not permitted to conduct 
business in the UAE. They can however  
operate bank accounts, and own real estate 
in some parts of the UAE.

In the Dubai International Financial Centre – 
“DIFC” (which is a financial free zone in Dubai 
having its own set of laws, rules, regulations and 
courts), the most common types of companies 
are:

• Limited Liability Companies;

• Limited Liability Partnerships;

• Companies Limited by Shares (LTD); and

• Branch offices of foreign companies or of 
foreign Limited Liability Partnerships.

In the Abu Dhabi Global Markets – “ADGM” 
(which is a financial free zone in Abu Dhabi 
having its own set of laws, rules, regulations and 
courts), the most common types of companies 
are:

• Limited and unlimited companies and

• Private and public companies

4. How long does it take to set up  
a company in your jurisdiction?  
(For example, it could be as fast as X 
amount of time, average setup time  
and then as slow as Y amount of time 
based on your experience – are there  
any mechanisms to fast track setup?) 
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each Emirate have issued trade name guidelines 
which can be accessed on their websites.

In Dubai, a trade name registration costs AED 
620. An additional cost needs to be paid for trade 
names that include certain words. It is worth 
noting that trademarks are different from trade 
names and should be registered separately with 
the Trade Marks Department in the Ministry 
of Economy. 

D. Application for an Initial Approval 
Certificate

The company must then apply for an initial 
approval certificate. This is a document issued 
by the licensing authority which confirms that 
they have no objection to the opening of the 
business. In Dubai, a payment of AED 120 must 
be made for the certificate.

Based on the legal form of the company, a 
Memorandum of Association will be required. 
A Local Service Agent Agreement will also be 
required when no local partner is present. All 
businesses established in Dubai must have a 
physical address; a tenancy contract (registered 
with Ejari in Dubai, and with Tawtheeq in 
Abu Dhabi) will need to be submitted to the 
Department of Economic Development to be 
able to issue the license. 

E. Getting Approvals

Certain activities will require approvals from 
various other government authorities (for 
example, contracting activities will have to be 
licensed by the Municipality of the Emirate 
where the company will be registered, health-
care institutions will have to be licensed by the 
heath authority or municipality of the relevant 
Emirate etc). A request for these approvals can 
be made once the initial approval certificate 
has been submitted. For example, if you would 
like to set up a dental clinic in Dubai, you 
will need to obtain approval from the Dubai 
Health Authority. If you are looking to set up 
the representative office of an airline company 
in Dubai, you will need to obtain a non-objec-
tion certificate from the Dubai Civil Aviation 

six steps for starting a business in the mainland 
areas of the UAE:

A. Determining the Business Activity 

The company must first select the business 
activity it will be carrying out. The company’s 
business activity will affect the legal form it can 
take, as well as its requirements, conditions 
and fees. More than 2,100 business activities 
are available in Dubai for example, which fall 
into groups including industrial, commercial, 
professional, and tourism activities.

The activity type will determine the license type 
the company should take. For instance, if the 
activity type of a company is commercial, then 
the license will have to be a commercial license. 
When the license combines several activities, 
the business garnering the biggest percentage 
of the company activity will determine the 
license type. The industrial activity is the largest 
activity, followed by the commercial activity 
and then the professional one. For example, if 
a license contains both commercial and profes-
sional activities, the type of license should be 
commercial given that it is the larger activity. 

Further, the company should ensure that the 
activities it has selected can be included on 
the same license. Some activities require the 
approval of other government authorities. 

B. Determining the Legal Form

The company must determine the legal form 
it will take. The business type, the business 
activities, the number and the nationality of the 
owners, and ownership options must be taken 
into account when selecting the legal form. The 
options a legal form can take will depend on the 
particular business activities of the company.

C. Registration of the Trade Name

Once the activity and legal form have been 
selected, the company must decide on a trade 
name, which must appropriately suit the nature 
of the activity, the license type and the legal 
form of the company. The relevant authorities of 

All these documents (except for the Application 
form) must be legalized by the Ministry of 
Foreign Affairs, by the UAE Embassy in the 
country of incorporation, and by the Ministry 
of Foreign Affairs in the UAE. The documents 
must be translated into Arabic by a certified 
legal translator and must then be legalized by 
the Ministry of Justice.

The following documents need to be submitted 
if the shareholders of the company are natural 
shareholders:

• Application form;

• Passport Copy; 

• UAE Residence visa copy if applicable (a no 
objection from the current sponsor is also 
required if any of the applicants or manager 
holds a UAE Residence visa); and

• Business plan (in some cases).

G. Fees (Breakdown)

The following fees will apply to the incorpora-
tion of a business in Dubai:

Authority. If you would like to set up an Interior 
Design Engineering Consultancy company in 
Abu Dhabi, you will need to obtain approval 
form the Abu Dhabi Municipality.

F. Collecting the Business License

Once all the documents listed below have been 
submitted and payment (see below) has been 
made, the license will be issued.

The following documents need to be submitted 
if the shareholders of the company are corporate 
shareholders:

• Application Form;

• Notarized Board Resolution;

• Certificate of Incorporation;

• Articles and Memorandum of Association; 
and

• Certificate of Good Standing.

Authority Description
Estimate Fees 

(in AED)

Department of Economic 
Development

License Issuance Fees Starting at 15,000* 

(*estimate which will depend on 
the activity and the lease value)

Department of Economic 
Development

Trade Name Approval Fees 620*

(*this will depend on the  
trade name and whether  

it includes any words that bear  
an additional cost)

Department of Economic 
Development

Initial Approval Fees 2,120

Ministry of Economy Application Fees 5,000

Ministry of Economy Registration Fees 10,000



Jurisdictional Q&A – United Arab Emirates 9796  LexisNexis® Company Law Guide 2018–2019

6. What are the main post-registration 
reporting requirements for companies  
in your jurisdiction? (For example, annual 
reporting requirements: what to file, to 
whom, is a company secretary required?)

Article 26 of the CCL provides that each com-
pany in the mainland of the UAE must keep 
accounting records showing its transactions to 
reveal its financial position. These accounting 
books must be kept in the company’s head office 
for a period of at least five years from the end of 
the financial year of the company.

Article 27 of the CCL also provides that Limited 
Liability Companies and Joint Stock Companies 
should appoint auditors to audit the accounts 
of the company every year. Other types of 
companies may appoint an auditor. The 
annual financial accounts should include the 
balance sheet and the profit and loss account 
statement. Branches of Foreign Companies 
are also required to submit audited financial 
statements on a yearly basis. The requirement 
to prepare and file audited accounts annually 
is also generally stated in a company’s Articles 
of Association.

Some Free Zone Authorities have made it man-
datory for companies to submit their audited 
financial statements for renewing trade licenses 
to the relevant authority. 

Financial statements must be submitted to the 
authorities within ninety days of the end of a 
Free Zone Company’s financial year. A fine 
of AED 5,000 may be levied on a Free Zone 
Company for every month in which the audited 
financial statements are outstanding, and these 
companies will not be able to renew their trade 
licenses until the statements are submitted.

In the DIFC, according to Article 22 of the DIFC 
Law Number 2 of 2009, companies must file a 
return with the Registrar stating information in 
respect of each class of Shares or Membership 
Interests in the Company. Similarly, according 
to Article 778 of the ADGM 2015 Companies 
Regulations, every company operating in the 

Free Zones 

The procedure for incorporating a business in 
a free zone is the same, but no initial approval 
certificate is required.

A. Determining the business activity

The appropriate business activity must first be 
selected.

B. Submission of Documents 

In the event where the shareholder of the com-
pany is a corporate shareholder, the following 
documents will need to be prepared and sub-
mitted to the Free Zone Authority:

• Application Form;

• Notarized Board Resolution;

• Certificate of Incorporation;

• Articles and Memorandum of Association; 
and

• Certificate of Good Standing

All these documents must be legalized by 
the Ministry of Foreign Affairs, by the UAE 
Embassy in the country of incorporation, and 
by the Ministry of Foreign Affairs in the UAE. 
The documents must be translated into Arabic 
by a certified legal translator and must then be 
legalized by the Ministry of Justice (Some free 
zones accept the English version).

In the event where the shareholder of the 
company is a natural shareholder, the following 
documents will need to be prepared and submit-
ted to the Free Zone Authority:

• Application form;

• Passport Copy; 

• UAE residence visa copy (if applicable) ;

• CV; and

• Business plan (in some cases).

Companies in the UAE must appoint a director 
or a board of directors to manage the company. 
In Limited Liability Companies, Public Joint 
Stock Companies and Private Joint Stock 
Companies, the liability of a partner is limited 
only to the extent of their shares in the capi-
tal. Free Zone Establishments and Free Zone 
Companies are limited liability partnerships 
which means that the liability of the shareholder 
(in the case of the FZE) and of the company (in 
the case of the FZC) are also limited to their 
shareholding.

According to Article 83 of the CCL, every 
partner in a Limited Liability Company is 
liable against the company, partners and third 
parties for any fraudulent acts by the manager 
and for any losses or expenses incurred due to 
the improper use of power. According to Article 
23 of the CCL, a company is bound by any act or 
behaviour arising out of its manager. The com-
pany is also bound by any acts of its employees 
or agents authorized to act on its behalf, and 
where a third party relies on its transaction with 
the company. 

Directors of companies operating in the 
mainland of the UAE owe their duties to the 
company, and to all parties that have an interest 
in the affairs of the company. In contrast, the 
DIFC Companies Law does not specify a party 
to whom a director’s duties are owed. In the 
event that a director fails to disclose an interest 
in a transaction, the DIFC Companies Law 
grants the company, the shareholders and the 
third parties the right to initiate a legal action. 

9. What is the minimum number of 
directors and shareholders required to  
set up a company in your jurisdiction?  
Are there any requirements that a 
director must be a natural person?

In the mainland of the UAE, the minimum 
number of directors needed depends on the legal 
form of the company. For LLCs one director is 
sufficient, while for public and private joint 
stock companies, a minimum of three and a 

ADGM must deliver successive annual returns 
each of which is made up to the anniversary 
of the company’s incorporation to the ADGM 
Registrar.

Companies operating in the DIFC and ADGM 
are also required to renew their data processing 
permits on an annual basis. 

Apart from the standard reporting requirements 
under the CCL and applicable regulations and 
as of 1st January 2018, all companies except 
the ones established in designated free zones 
(such as JAFZA, DAFZA, Sharjah Airport Free 
Zone and others) will have to file VAT returns 
depending on the reporting dates set for them 
by the Federal Tax Authority. 

7. Are there any controlling factors or 
restrictions on foreign companies in your 
jurisdiction? 

The most popular legal forms foreign companies 
have taken to establish themselves in the UAE 
are:

• Limited Liability Companies (which is a 
widely used form for foreign companies);

• Free Zone Companies; and

• Branch Offices of foreign companies.

While there are generally no restrictions on 
foreign companies in the UAE, foreign owners 
setting up a Limited Liability Company in the 
mainland area of the UAE cannot own more 
than 49% of the shares in that company. Side 
agreements can be entered wherein the share-
holders of a company will agree on the way in 
which the company will be managed and oper-
ated. Further, certain activities will be regulated 
and supervised by authorities other than just the 
Department of Economic Development and the 
Ministry of Economy. 

8. What is the typical structure  
of directors (or family management 
structure) and liability issues  
for companies in your jurisdiction? 
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11. What are the key laws and regulations 
on employment in your jurisdiction that 
companies should be aware of? Are there 
any aspects of employment law that are 
heavily regulated? 

The Labour Law – UAE Federal Law 8 of 1980 – 
applies to all private sector employees, employed 
in the UAE including the Free Zones other than 
those employed in the Dubai International 
Financial Centre (DIFC) and the Abu Dhabi 
Global Market (ADGM) (both being Free Zones 
in the financial sector), which have their own 
employment laws.

The employment law of the DIFC is being 
amended substantially at present, and a new law 
is expected in the foreseeable future.

Each private sector employee, outside of the 
DIFC and ADGM, is required to sign a standard 
form employment contract, which is submitted 
to the Federal Ministry of Human Resources 
and Emiratization. Often this is supplemented 
by an addendum or separate employment 
agreement signed between the parties to take 
account of any ancillary or additional terms of 
employment.

Every foreign employee, requires an employ-
ment visa to be able to be employed in the UAE.

Employees of the government and public sector 
are subject to the Federal Decree Law 11 of 2008, 
and certain ancillary Decrees dealing with the 
human resources of the public sector. 

12. What is the nature of the corporate 
governance regime in effect in  
your jurisdiction? What agencies or 
government bodies regulate corporate 
governance? 

The principle laws (regulations) to which public 
companies are subject to in respect of their cor-
porate governance obligations are the following:

a. Dubai Financial Markets – Board of Direc-
tors’ Decision No. (3) of 2000 Concerning 
Regulation for Disclosure and Transparency, 

maximum of eleven are required. The minimum 
number of shareholders is generally one share-
holder except for public joint stock companies 
where a minimum of five shareholders and for 
private joint stock companies where a minimum 
of two shareholders are needed. 

The main difference between Free Zone Esta-
blishments (FZE) and Free Zone Companies 
(FZC) is the number of shareholders they can 
have. An FZE must have a single shareholder. 
In contrast, FZCs will require at least two 
shareholders and can have a maximum of five 
shareholders. Both structures will require 
between one and two directors at least depend-
ing on the free zone.

There is a general requirement in the UAE for 
the director appointed under the by-laws to be 
a natural person. Any corporation may have 
an independent management agreement with 
a corporate person although this will not be 
recognised in the official registers.

10. What are the requirements on how 
shares are offered in your jurisdiction? 

In the mainland of the UAE, at least 51% of 
the shares in a company must be owned by a 
UAE national. There are no such restrictions on 
ownership rights for professional licenses and in 
the free zone areas of the UAE – in these cases, 
foreign nationals can own up to 100% of the 
shares in a company. 

In Limited Liability Companies, the share-
holders have pre-emption rights which grant 
existing shareholders the first opportunity to 
buy shares before they are offered to any third 
party. It should be noted that for the shares of 
a corporation to be listed in the UAE, the cor-
poration will need to take the specific form of a 
Private Joint Stock Company or a Public Joint 
Stock Company.

15. How does the competition law in your 
jurisdiction regulate companies?

The applicable Federal competition laws in the 
UAE are the following:

a, UAE Federal Law No 4 of 2012 – On the 
Regulation of Competition;

b. Cabinet Decision No 13 of 2016; and 

c. Cabinet Decision No 22 of 2016.

The following industries are excluded from 
the operation of these Laws, unless the regu-
latory authority in charge of such industry has 
requested the Ministry of Economy for such 
sector to be included and made subject to these 
Laws: 

a. Telecommunications;

b. Financial Sector;

c. Cultural Activities (readable, audible and 
visual) ;

d. Sector of Oil and Gas;

e. Production and Distribution of Pharma-
ceutical Products;

f. Postal services including the express mail 
service;

g. Activities related to production, distribution 
and transportation of electricity and water;

h. Activities on the treatment of sewerage, 
garbage disposal, hygiene and the like, in 
addition to supportive environmental ser-
vices thereof; and

i. Sectors of land, marine or air transport, 
railway transport and services related 
thereto.

Micro, Small and medium businesses are also 
excluded. Different thresholds apply to deter-
mine whether a business is considered a micro, 
small or medium business, in respect of the 
three different industry sectors (Trade, Industry 
and Service).

As a general rule the applicable threshold at 
which entities will require approval from the 
Ministry of Economy in respect of a merger is, 

which governs all public companies whose 
shares are traded on the exchange; and

b. Board of the Federal Securities and Com-
modities Authority Decree No: 7 of 2016 
– Concerning the Standards of Insti-tutional 
Discipline and Governance of Public 
Shareholding Companies; 

In respect of private companies, the corpo-
rate governance obligations are governed by  
Federal Law No 2 of 2015 on Commercial 
Companies (“the CCL”), which falls under the 
authority of the Federal Ministry of Economy 
and implemented at the level of the Emirates by 
the respective Economic Departments.

13. Does establishing a company in your 
jurisdiction grant any kind of residency 
rights? Are there any conditions that  
in order to receive these residency rights  
(if applicable) one must partner or 
establish a joint venture with a local  
(e.g. a citizen of your jurisdiction)?

There are no long term/permanent rights to res-
idency, which flow from establishing a company. 
This applies to the mainland UAE and the Free 
Zones. 

The rights to a residency, which do flow from the 
investment in or establishment of a Company in 
the UAE, are akin to that granted for employ-
ment. Each registered company is allocated a 
number of employment visas (depending upon 
its size and employee requirements).

14. When is a company subject to tax in 
your jurisdiction? What are the main taxes 
that may apply to companies in your 
jurisdiction? 

In general, there is no corporate tax in the UAE. 
However, foreign banks and oil companies are 
subject to corporate tax.

VAT as an indirect tax, applicable to companies 
and individuals, was introduced in the UAE as 
well as Saudi Arabia and Kuwait on 1 January 
2018.
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individuals (consumers) in the European Union 
and are involved in the processing or storage of 
personal data of such consumers.

Dubai Law No. (26) of 2015 – Regulating Data 
Dissemination and Exchange in the Emirate 
of Dubai, impacts data privacy. Although this 
law is not primarily aimed at data privacy, such 
privacy is recognized as an important right and 
consideration in the process of disseminating 
data by the relevant Government Authorities.

In the DIFC, data processing and privacy is gov-
erned by the Data Protection Law – DIFC Law 
No: 1 of 2007 (as amended), which will apply to 
data controllers situated in the DIFC.

18. Are there any incentives to attract 
foreign companies to your jurisdiction? 

The right to 100% ownership of companies by 
foreign nationals in the Free Zones, with the 
guarantee of a tax-free environment for a certain 
time, and no restrictions on the right to capital 
expatriation are strong attractive features of the 
UAE for foreign investors.

The UAE is also focusing on making the UAE 
an attractive environment for the conduct of 
business, with special focus on system efficien-
cies, access to markets, and the encouragement 
of innovation, especially in the Fintech sector 
(through the DIFC and the ADGM), transport 
and renewable energy.

19. What is the law on corporate 
insolvency in your jurisdiction?

Federal Decree 9 of 2016 on Bankruptcy has 
made it now possible for a debtor (corporate 
entity or trader) to follow a formal process 
through the Court for the appointment of a 
Trustee to handle a Composition arrangement 
in respect of the Debtor’s estate, alternatively for 
the declaration of the Debtor as insolvent and 
the liquidation of the Debtor’s estate. The law is 
very new and its application in practice is still 
to be developed. 

if their combined business is greater than 40% 
of the concerned market.

16. What are the main intellectual 
property rights companies should be 
aware of in your jurisdiction? 

Intellectual Property rights, which companies 
normally seek to protect include:

a. Trademarks, through Federal Law No. 37 of 
1992 (as amended by Law No. 19 of 2000 and 
Law No. 8 of 2002);

b. Trade names;

c. Copyright, through Federal Law No. 7 of 
2002 – Concerning Author’s Rights and 
Neighbouring Rights;

d. Patents, Designs and Trade Secrets and 
Know How, through Federal Law No. 17 of 
2002 – Regulating and Protecting Industrial 
Property Rights for Patents and Industrial 
Design & Models and Federal Law No. 31 of 
2006 Pertaining to the Industrial Regulation 
and Protection of Patents, Industrial 
Drawings, and Designs; and

e. Confidential Information.

Registration of trademarks, patents and designs 
falls under the authority of the UAE Federal 
Ministry of Economy.

17. Does your jurisdiction have laws or 
regulations that govern data privacy? 

In the UAE (mainland), there is no specific 
Federal data privacy law. However, issues of 
data privacy are dealt with largely through the 
following laws:

a. Federal Law No 3 of 1987 – The Penal Code; 
and

b. Federal Law No. 5 of 2012 – Cyber Crimes 
Law

UAE based firms may also be subject to 
Regulation (EU) 679/2016 (General Data Pro-
tection Regulation), which is to be enforced 
beginning from 25 May 2018, if they are 
involved in the supply of goods or services to 

21. Are there any features regarding 
company law in your jurisdiction  
or in Asia that you wish to highlight? 

All commercial activity in the UAE must be 
carried out through a registered entity/company. 
The company law therefore plays a central role 
in the economy.

A key feature of the company law of the UAE 
is that companies and their business activities 
are strictly regulated. This means that entry 
into the market in the professional services, 
construction, manufacturing, industrial and 
technical fields is restrictive as a company will 
not be granted a license to operate without the 
approval of key personnel and management 
positions by the regulating authority. This is 
very positive for the business environment as it 
ensures that only suitably qualified persons can 
carry out the activity(ies) of the company. 

The activity of the company is also well regu-
lated, which ensures that companies are limited 
to (or focused on) their core business. The aim 
is obviously to ensure specialization, which is 
very healthy for the business environment and 
the protection of a company’s customers and 
trading partners. 

This strict oversight of companies is also facili-
tated by the requirement for the annual renewal 
of the commercial license by all companies. In 
order to secure the renewal of its commercial 
license, the company is required to file certain 
returns and ensure that its details are updated 
and verified. 

 

The DIFC has its own separate corporate 
insolvency law, modelled on the common 
law principles of insolvency and the rights of 
creditors, which will apply to corporate entities 
registered in the DIFC.

20. Have there been any recent proposals 
for reforms or regulatory changes  
that will impact company law in your 
jurisdiction? 

The Commercial Companies Law of the UAE, 
came into force at the beginning of 2015, so is 
relatively new. 

There are proposals to exempt certain sectors 
from the requirement of 51% ownership of 
Limited Liability Companies by a UAE (or GCC) 
national. The details of which sectors this will 
cover have not been finalized or released, how-
ever this is likely to encourage the development 
of these sectors by way of attracting further 
foreign investors.

The DIFC Company Law is the process of 
being updated and amended in terms of a new 
Company Law, which is in its draft form and 
waiting to be enacted.
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