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In brief 

A family business begins with a choice, not with a law. Each heir is free to leave or to stay. 

Those who stay become partners by decision. Their governance rests on three principles: 

co-optation, stewardship, and consent. 

Federal Decree-Law No. 37 of 2022 gives family businesses in the UAE a framework of 

their own. It has real merits. It also raises questions: about the place of the family charter, 

about a partner's freedom to leave, and about the way family disputes are settled. 

Registering under the law is optional. Once a family registers, the law is binding on the 

company and on every partner. Much of what families need already existed. The decision 

to register should therefore be made with care: freely, knowingly, and together. 

 

In 2022, the United Arab Emirates gave family businesses a law of their own: Federal 

Decree-Law No. 37 on Family Businesses. It reflects the place these businesses hold in the 

national economy, and the wish to see them last from one generation to the next. 

I have read it several times. Each time, the same question returns, and it goes beyond the 

articles. 

What can a law do for a family, and what can it not do? 

To answer it, we must first agree on what a family business is. 

A family business begins with a choice 

A family business does not begin with a law. It does not begin with articles of association, 

a shareholder agreement or a family charter. It begins with a choice. 

When the founder dies, each heir must decide. They may take their share and leave. That 

is a legitimate choice, and no law and no family pressure should prevent it. Or they may 

keep their share together with the others and build on what they received. That is also a 

choice. It is free, and because it is free, everything else rests on it. 

French law has a name for this: affectio societatis, the will to be partners. Without it, there 

is a company on paper. There is no partnership. 

Partnership is opt-in. The heir who stays is no longer only an heir. They are a partner who 

chose to associate with specific people (who happen to be connected by blood or marriage), 

in a specific enterprise, for a shared future. And that choice opens a conversation: what 

does each partner want in return? 

This question is simple, and it is rarely asked clearly. Yet this is where the real work begins: 

not in the articles, not in the charter, but in an honest conversation about what each 
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member needs, expects and is ready to give. A family that has this conversation, and builds 

its structures around the answer, has done the essential work. A family that avoids it has 

no real foundation, whatever documents it signs. 

Three principles 

Once the choice to stay together is made, three principles govern what follows. 

The first is co-optation. The word means that the family itself chooses and accepts its 

leaders. Authority does not come from the shareholder register. It is earned, and it must be 

renewed through dialogue and respect. 

A leader who imposes a decision may win the vote and lose the family. Winning the vote is 

easy: it takes a majority. Losing the family happens slowly, and it is often noticed only when 

it is too late. The partner who was overruled does not leave. They remain a co-owner, a 

cousin, a presence at every table. Their resentment is a cost that no balance sheet shows. 

The second is stewardship. An old saying about land applies equally to a family enterprise: 

you do not own it; you hold it in trust for the next generation. The founder did not build 

the business to possess it, but to pass it on. The heir does not inherit a right to extract value 

and leave. They inherit a responsibility to their co-owners, to the employees, and to the 

NxGn. 

This has consequences for power. A partner who holds sixty percent does not own the other 

forty. They are a co-owner among co-owners. Their vote may decide an issue; their 

authority is not unlimited. A family member who becomes chief executive is, quite simply, 

an employee working for their siblings, cousins, nieces and nephews. The role comes with 

constraints: criticism, dissent, accountability. These are not added to the job. They are the 

job. Whoever cannot accept them should not take it. 

The third is consent. A partnership that rests on a free choice leaves no room for imposition. 

Disagreement is normal in shared ownership; it is not a failure. What matters is how it is 

resolved.  

A decision imposed by the majority leaves the minority present and resentful. However, a 

decision reached through dialogue leaves the minority present and committed.  

Over the years, these two paths produce two very different companies. 

None of this can be legislated. 

It is built through conversation, through structures that make room for conversation, and 

through the willingness of each member to place the common interest above their own. 

What the law offers 

The law deserves to be read with respect, and it has real merits. It gives family businesses 

recognition by the State. It allows a family company to have any number of partners. It 
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makes the charter binding on everyone who joins the company, and it requires the manager 

to treat all partners fairly. 

It also gave families new tools on the mainland. In 2022, it allowed two classes of shares, 

one with a vote and one with profit only, three years before company law did. And it allows 

the company to buy back up to 30 percent of its own shares, including from a partner who 

wants to sell. 

One point deserves precision. Registering is optional. Complying is not. The law applies 

only to the family businesses that register, and the decision to register is made by the 

partners who hold the majority of the shares (Article 3). Once a company is registered, the 

law is binding: the company and every partner must follow its provisions, including the 

partners who did not wish to register. 

A few questions 

The tools of the law come from corporate governance: majority votes, registration with a 

Ministry, a committee chaired by a judge. In companies, these tools work well. A family, as 

we have seen, rests on something else. Reading the law with this in mind, a few questions 

arise. I do not claim to have all the answers. I leave them with the reader. 

What is a charter for? 

The law gives the family charter legal standing. But when the charter and the articles of 

association disagree, the articles prevail, and the conflicting part of the charter is cancelled 

(Article 6). A majority of the family council may also change the charter. 

Take a family whose charter requires the family council to approve any investment above 

AED 10 million. The articles give these decisions to the board, which the eldest son controls. 

He approves a AED 15 million expansion without consulting the council. The articles 

prevail. The council was never asked. 

A charter is meant to be the family's highest agreement. If a company document can 

override it, what is it for? And if a majority can rewrite it, whose agreement is it? 

Is a partner who cannot leave still a partner? 

The law protects a partner who wants to leave in one situation only: when another partner 

owns almost everything. If one partner holds 90 percent of the shares, they must offer to 

buy out the partners from outside the family. If one partner holds 95 percent of the voting 

shares, they must make the same offer to the family partners. The price is agreed, or set by 

the Committee (Article 9). 

In every other situation, there is no such right. The family is not obliged to buy the partner's 

shares. The company may buy them only if the majority agrees (Article 11). And a sale to 

an outsider needs the approval of partners who hold three quarters of the capital (Article 

8). 
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Karim holds 20 percent of his family's company. His uncle holds 70 percent. After years of 

disagreement, Karim wants to leave. No one in the family wishes to buy his shares. A sale 

to an outsider needs his uncle's approval, and his uncle refuses. Karim stays. 

We said that partnership is a choice. Karim chose to stay once. If he can no longer leave, 

does he still choose? Is he still a partner, or has he become something else? 

What remains in the family's hands? 

Four features of the law deserve a moment of attention. Each of them serves the continuity 

of the business, which is a legitimate aim. Together, they point in the same direction. 

Entering and leaving. The majority decides to register, and the whole family is 

registered with it. Leaving the register takes partners who hold three quarters of the capital 

(Article 23). Easy to enter. Hard to leave. 

The leader you cannot remove. The manager is appointed by partners holding 51 

percent of the shares represented at the general assembly, so in a family where some 

branches do not attend, a leader may be appointed by well under half the family. He is 

removed in the same way he was appointed. If the articles appoint him for an unlimited 

term, his removal requires the majority needed to amend the articles (Articles 14 and 17). 

A manager who has the support of the majority, or who is himself the majority, is almost 

beyond recall. Easy to appoint. Hard to remove. The law does add one wise safeguard: the 

same person may not be both chair of the board and manager. 

When a partner dies. Unless the articles say otherwise, it is the manager who stands in 

the place of the guardian over the shares of the deceased. He supervises their transfer to 

the heirs and settles what is owed on them (Article 15). At the moment a family is most 

fragile, the shares of the departed pass through the hands of the person who runs the 

business. 

The vote you can lose. The law allows two classes of shares: one that carries a vote and 

a share of the profit, and one that carries the profit only. The articles may then set the 

conditions under which the first turns into the second, after a period of time or on some 

other event (Article 12). A family may write today a rule that changes a partner’s rights 

tomorrow. The articles may provide, for example, that a partner who stops working in the 

business keeps his profits and loses his vote, or that shares pass to the heirs without a vote. 

On the day the condition occurs, no meeting is held and no vote is taken. The change 

happens by itself. The partner keeps his money and loses his say, and he does not consent 

at the moment his vote is taken from him. 

After the majority has decided to register, to appoint the manager and to set the conditions 

of the vote, what remains in the hands of the others? And if little remains, what is left of 

the choice we began with? 
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Where does one family end? 

The law applies to a business owned by a single family. It defines family broadly, as relatives 

by blood and by marriage. But what makes them a single family is left to a Cabinet decision 

(Article 1). 

Over generations, branches multiply and cousins marry into other families. Where does 

one family end and another begin? Registration depends on the answer. And who is best 

placed to draw that line: the State, or the family itself? 

What does a family win when one brother wins? 

In the event of a conflict, the law offers a first step: the articles or the charter may create a 

council to reconcile disputes. If there is no council, or if it does not succeed within three 

months, the dispute goes to a Committee made up of a judge and two experts, who decide. 

The parties may instead agree on arbitration or on the courts of the financial free zones 

(Article 19). 

Each of these paths ends in a decision. Someone is right, and someone is wrong. That works 

between strangers, who will never meet again. In a family business, the one who loses does 

not leave. They stay, at the next board meeting and at the next family gathering. 

Two brothers, equal partners, disagree about entering a new market. The Committee rules 

for the elder. The younger still owns half the company. He attends every board meeting. He 

no longer objects, and he no longer contributes. Four years later, the brothers speak 

through intermediaries. The company still operates. The family does not. 

The ruling ended the case. Did it end the conflict?  

We advocate for mediation instead. A mediator would have asked other questions: What 

does the younger brother fear? What does the elder brother need? Mediation does not ask 

who is entitled to what. It asks what each person needs. The answer belongs to the family, 

so the family respects it. 

Was a new law needed? 

I ask this with humility. Families did need clarity. But much of what they needed already 

existed. 

The charter. A charter signed by family members is a contract. Under the Civil 

Transactions Law, it binds those who sign it, it must be performed in good faith, and no 

one may change it alone. The articles of association bind every partner, present and future, 

and the charter's key rules can be written into them. Saudi Arabia chose this lighter path: 

Article 11 of its Companies Law of 2022 confirms that a family charter binds its parties, and 

leaves the rest to the family. 

Classes of shares. Since October 2025, company law allows any limited liability 

company to issue shares with a vote and shares with profit only. 
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Protection of the minority. Company law allows a partner to see the books, call the 

partners together, challenge decisions that harm them unfairly, and hold managers 

responsible for the losses they cause. In the DIFC and ADGM, any shareholder may ask the 

court to act when the company is run unfairly against them, and the court may order the 

majority to buy their shares at a fair price. 

Mediation. Today, local, free zone, and federal laws organize mediation in civil and 

commercial disputes. The federal law dates from 2023. Before that, internationally 

accredited mediators were already offering this service. 

Special situations. The law protects a transfer of ownership made during a partner's 

lifetime from a later challenge under the Personal Status Law (Article 24). This is useful. 

Yet families have always handled special situations with their own instruments: a child with 

a disability who needs an income for life, a widow who must be protected, a branch of the 

family that does not work in the business. Each is provided for in the charter, with classes 

of shares that separate income from control, and with arrangements made openly, with the 

agreement of all. 

The UAE chose a fuller path than Saudi Arabia. Each path has its logic. The question is only 

which one leaves more room for the family. 

For whom? 

The law does protect. The manager must treat all partners fairly, and a partner facing 

someone who owns almost everything can sell at a fair price. Still, as the questions above 

suggest, when interests collide, the text seems to lean toward the partner who already holds 

the majority. Perhaps I read it wrongly. 

A family whose members trust each other may not need this law. A family that is well run 

may not need it either. Which family, then, will find it most useful: the family that wishes 

to stay together by choice, or the patriarch who is tired of the meeting? 

I leave the question open. Our readers will know the answer. 

What families should decide 

Registering is optional. But once made, the choice binds every partner, and it is not easily 

undone. It should therefore be made the way the partnership itself was made: freely, 

knowingly, and together. For many of our families, a well-written charter, classes of shares 

and a mediation clause will be enough. Others will value the recognition the law brings. 

Whatever they decide, every family, registered or not, should write mediation into its 

charter. 

A family that chooses to register should do three things before filing. 

•  Decide now, in writing, who is family, within the definition of the law. Do not wait for 

a dispute to raise the question. 
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•  Make the charter and the articles say the same thing. If they cannot disagree, the articles 

cannot override the charter. 

•  Agree how a partner can leave, and at what price, whatever the size of their holding, so 

that no one stays in the company against their will. 

A last word, whatever structure a family chooses. The law, the articles and the charter are 

instruments. They are not governance. Governance is the quality of the conversation the 

family is willing to have: about money, about leadership, about belonging, about what the 

enterprise means beyond its value. No law can supply that. The families that pass from one 

generation to the next successfully are those that invest in dialogue before they need it, and 

in consensus before it is tested. 

A law can create a framework. It cannot create the will to use it well. 
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