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Charting the way to 
maritime growth

I n its continuous strive to enhance the 
commercial environment, the UAE 
Cabinet issued a resolution permitting 
100 per cent expat ownership of 

commercial companies operating in the 
mainland. This resolution was in line 

with the Corporate Law’s continuous 
development, which has been enhanced 
with Federal law No. 2 for 2015 (the 
Commercial Companies’ Law). Pursuant to 
which, we anticipate a more conservative 
application of the Federal Law 17 for 2004 
(the Anti-fronting Law).

A SOLUTiOn FOR UnnECESSARY AnD 
EXpEnSiVE CORpORATE STRUCTURES 
The Cabinet resolution of May 20, 2018 
brought about an important solution for 
investors who are looking to secure their 
investments, and to operate with minimum 
start-up and operating costs. Legal fees 
used to consume a major part of any 
operating cost balance sheet.

Prior to the above resolution, to provide 
maximum security to foreign investors and 
simultaneously observing Law 17 of 2004 
and Law 2 of 2015 and further to complying 
with the rules and regulations in force, we 
used to apply complex corporate structures 
that impose high legal costs on the business 
operation. This was unnecessary for certain 
type of activities, especially activities 
within the marine sector. This kind of cost 
made foreign investors either choose to 
incur certain risks or to limit their access 
to the local market by establishing only 
free zone entities. Another practice was 
to have offshore entities which turned out 
to be more complicated considering the 
international banking crusade against 
offshore companies. 

A SOLUTiOn FOR BAnKinG-RELATED 
COMpLiCATiOnS 
Nowadays, an offshore entity and a free 
zone entity operating from a business 
centre (flexi-desk) cannot hold a bank 
account, while a mainland company 
operating from a business centre does not 
have the same restriction. 
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With the development of the new age of 
smart business, business centres are quite 
helpful, as they cut the operating costs of 
a business (especially a start-up). Though 
with the recent regulations imposed by the 
banks on free zone entities, a lot of SMEs 
cannot operate from business centres 
anymore. Free zone entities are required to 
have a physical address and an actual office 
to operate from. The introduction of this 
regulation has complicated the operations 
of free zone companies. 

Hence, the above resolution will entitle 
highly-skilled investors to have their SMEs 
operating under mainland regulations, 
enable them to enjoy business centre 
facilities and limit their start-up and 
operating costs. 

GROWTH in THE MARiTiME inDUSTRY
This recent development will affect several 
industries, though certain sectors of the 
business will not be impacted where the 
Law imposes specific shares structure or 
corporate legal form, such as currency 
exchange, real estate brokerage, banking, 
insurance, vessels ownership, etc.

The maritime industry will significantly 
benefit from the above resolution as we 
shall witness companies having activities 
such as ship management, ship chandlers, 
vessel repair, ship building, ship chartering, 
etc. growing in the market. We will witness 
an increased interested from foreign 
investors to participate in the growth of 
the UAE maritime sector as the 100 per 
cent ownership shall cut costs of expensive 
corporate structuring and shall limit the 
legal cost of setting-up business in the UAE. 

However, we need to consider the 
activities that are included in the above 
resolution, as certain activities will not be 
permitted to the 100 per cent  
foreign investment ownership, such as 
vessel ownership. 

VESSEL OWnERSHip AnD FLAG OF 
COnVEniEnCE.
According to Article 14 of the Federal Law 
No 26 for 1981 stipulations, 51 per cent 
of UAE national shares is a compulsory 
condition for registering any vessel in the 
UAE ports and to raise the UAE flag - as 
such UAE flag is not a ‘Flag Of Convenience’. 
As such, we have to assess the number 
of foreign vessels navigating in the UAE 
waters, raising flags of convenience such 
as of Panama, Seychelles, Mauritius, etc. 

and accordingly the amount of business the 
UAE maritime industry is losing on yearly 
basis as a result of not registering those 
vessels in the UAE ports.

Having said the above, we notice 
that a new UAE Maritime Law is under 
preparation and it would be highly 
recommended that the UAE legislator 
amend the above Article 14 stipulation in 
line with the recent Cabinet resolution 
and limit the conservative share structure 
to certain types of vessels of specific 
importance. This will not only enhance 
the income of the ship registry but also will 
increase the UAE commercial fleet volume 
to be one of largest in the world. 

Such a development will surely invite 
more investors in the maritime sector to 
establish their business in the UAE and to 
operate their vessels in country. This will 
also positively affect the growth of the 
bunkering business, dry docking business, 
maritime insurance business and the UAE 
Classification Society (TASNEEF) business. 

COnCLUSiOn
The UAE Cabinet resolution of May 20, 
2018 is a giant leap towards developing 
and enhancing the UAE’s commercial and 
economic environment as we will witness 
a massive positive impact on the market. 
This resolution will reduce legal costs 
on start-ups and shall encourage more 
investors to penetrate the market with solid 
steps. However, as we know there always 
room for further development and therefore 
amending the above article 14 of the UAE 
Maritime Code will be in line with the 
Cabinet Resolution and will have a positive 
bearing the country’s maritime sector. 
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