
LAW NO. 159 
 

Corporates and other formats 
 
 Law 159 recognises three types of companies, namely joint stock companies, 
partnerships, limited by shares and limited liability companies. These  formats are 
available to both local and foreign participants. The law also governs the 
establishment of a branch or representative office of a foreign company.  In addition, 
the Code of Commerce and the Civil Code regulate both general and limited 
partnerships, proprietorships and a so called “secret” partnership which does not have 
a separate juristic nature. Again, all these, with the exception of the sole 
proprietorship, may include foreign investment. All companies, sole proprietorships 
and partnerships, with the exception of the secret partnership and the representative 
office, must be registered in the Commercial Register. 
 
Joint stock company 
 
 A joint stock company is comprised of three or more shareholders (unless 
established under Law 43, where the minimum is two), with a minimum capital 
requirement of L.E. 250,000. At least one quarter of the capital must be fully paid on 
incorporation. At least 40 percent of the shares must be held by, or offered to, 
Egyptian nationals. Companies established under law 43 are exempted from this 
requirement. 
 
 The joint stock company is managed by a board of directories, appointed for a 
period of three years, the majority of whom must be Egyptian. Again, an exemption 
is provided for Law 43 companies. Shares in a joint stock company may not be 
transferred other than between the founders during the first two years from 
incorporation. Although they may be transferred freely thereafter , unless the Articles 
on Incorporation provide otherwise. An annual revenue of five percent of net profit 
must be put aside for reserves until it reaches fifty percent of the share capital, and 
ten percent per annum ( or the equivalent of total payroll, if less ) must be distributed 
among employees. Law 43 companies are only required to distribute “a percentage” 
of profits. 
 
Partnership limited by shares 
 
 A partnership limited by shares is a company comprised of an active partner or 
partners, who are generally liable for the debts of the company and who contribute to 
the capital of the company, together with other partners, whose liability is limited to 
the value of their capital contributions. A partnership limited by shares does not 
require mandatory Egyptian equity participation. It may not engage in insurance,  
 



banking of savings operations but in otherwise subject to most of the provisions 
applicable to joint stock companies, including the initial capital requirement of L.E. 
250,000. 
 
 The management of a partnership limited by share is entrusted to one or more 
of the active partners, who are accountable to a supervisory council. The company 
comes to an end on the death of the active partner unless the constitutive documents 
provide otherwise. 
 
Limited liability company 
 
 A limited liability company may be formed with only two members and with a 
minimum capital of L.E. 50,000 fully paid. As with a partnership limited by shares, it 
may not conduct insurance, banking or saving activities, but is otherwise unrestricted. 
There is no minimum Egyptian shareholding requirement. 
 
 The limited liability company is managed by one or more managers, who may 
or may not be members of the company. At least one of the managers must be an 
Egyptian national. The transfer of shares to a third party is subject to pre-emptive 
rights of purchase in favour of the other  members but, subject thereto, shares may be 
freely negotiated at any time after an incorporation. As with a joint stock company, 
five percent of profits must be set aside for the legal reserve.  If the capital of the 
limited liability company is less that L.E. 250,000, it is not subject to the minimum 
employee profit sharing requirement, although the Model Deed of incorporation 
requires that an unspecified percentage should be so distributed. 
 
Partnership 
 
 General and limited partnerships are governed by the provisions of the 
Commercial and Civil Codes. In order to be registered in the Commercial Register, a 
partnership must be at least fifty one percent Egyptian owned, unless it is established 
under Law 43. Management is entrusted to all the partners in a general partnership 
and to the active partners, in a limited partnership. Management and signature right 
must be vested  in the Egyptian partners if there is foreign participation. 
 
 The Commercial Code also recognises  a so-called “secret” partnership, that is 
a commercial partnership without capital or trade name, established to perform one or 
more specific projects of a commercial nature. The partners share in any profit of loss 
but because they do not act in the name of partnership vis-a-vis third parties, are 
separately and individually liable towards third parties for any obligation they may 
undertake. 
 
Branch offices 
 



 A foreign company which directly conducts any form of commercial activity in 
Egypt, amounting to a “centre of activity”, other that through an agent, is required to 
register a branch office, as are foreign construction contractors, even if performing 
only a single contract in Egypt. Approval will not be given for a certain activities 
such as sales and marketing and, in practice, a contract with an Egyptian entity is 
required in order to register. The branch office must appoint a local auditor and 
employees are entitled to ten percent participation in the profits of the branch. A 
branch office may, in certain circumstances, be approved by Law 43 and is a 
commonly used format in the free zones. 
 
Representative offices 
 
 A foreign company may also establish a representative scientific or liaison  
office in Egypt under Law 159, with the purposes of studying the local market, such 
an office may not conduct any commercial activity , but my conduct non-commercial 
activities which  do not generate taxable income. The office my be managed by a 
foreign representative and is financed by transfers from abroad. As the office does 
not generate income, it is not subject to tax and no profit sharing requirements are 
imposed. 
 
Other types of registration 
  
 In addition to the corporate and other formats described above, certain non 
profit making or non commercial activities  may be conducted in Egypt on the basis 
of approval form the ministry. For example, new bureaux operate with the approval 
of the Ministry of Information and various chemical and pharmaceutical companies 
do likewise under the Ministry of Health. However, registrations as described above 
may also prove necessary. 
 
 
(NOTA: la legge 159/82 che regola la costituzione delle società per azioni e delle 
società a responsabilità limitata, consente alle persone fisiche e giuridiche non 
egiziane di possedere totalmente il capitale sociale - senza la presenza di soci 
egiziani- a condizione che il numero dei soci fondatori sia almeno tre, nel caso di 
società per azioni, e due , nel caso di  società a responsabilità limitata. 
In determinate attività è necessaria la presenza di un minimo di partecipazione 
egiziana, ad esempio nei casi di attività di cambia-valute, assicurazioni, giornalismo, 
agenzie commerciali e di importazioni. 
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