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This briefing highlights an urgent obliga�on applicable to the holders and beneficial owners of bearer cer�ficates of Marshall

Islands corpora�ons. This obliga�on will also impact banks, lenders, or contractual counterpar�es with corpora�ons whose

shares are evidenced by bearer cer�ficates.

In January of this year, WFW released a briefing describing amendments made to the Marshall Islands Associa�ons Law (the

“Amendment”) prompted by standards imposed by the Organiza�on for Economic Co-opera�on and Development (i.e., the

OECD) and the Financial Ac�on Task Force on Money Laundering, which Amendment largely concerned addi�onal record-

keeping and disclosure obliga�ons for all Marshall Islands en��es.

The Amendment requires that, by November 9, 2018, holders and beneficial owners of bearer cer�ficates of Marshall Islands

corpora�ons must disclose to the Marshall Islands Registrar of Corpora�ons, among other ma�ers, their names, the number of

bearer cer�ficates they hold, and the number of shares represented by each such bearer cer�ficate.

This disclosure must be made by the November 9, 2018 deadline, and annually therea�er. Any corpora�on whose bearer

cer�ficate holders and beneficial owners fail to make such disclosure must, before May 8, 2019, cancel all cer�ficates for which

disclosure has not been made. We highlight this obliga�on because, once cancelled, the shares represented by such cer�ficates

will no longer be outstanding, and the law does not provide for a grace period or a remedial method for those cancelled shares.

The cancella�on of such shares could have cascading consequences for some corpora�ons resul�ng in such corpora�ons being

incapable of doing business. For example, it is not uncommon for a corpora�on to have a sole shareholder who is also the sole

director and officer of the corpora�on. If such corpora�on were to have issued only bearer shares, and that shareholder were to

die or become incapacitated, the corpora�on would theore�cally be unable to issue new shares to replace the cancelled bearer

shares and be unable to replace the director and officer, resul�ng in a corpora�on without shareholders, directors, and officers—

what we call an “orphan company”.

The knock on consequences of becoming an orphaned company may impact contractual counterpar�es as well as the

corpora�on itself. For instance, an orphaned company:

May breach covenants concerning ownership of the company (the orphan company may be a borrower or a guarantor under
a loan);
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May present a novel issue of law regarding “know your client” obliga�ons;

May not be in good standing with the Marshall Islands registrar;

May not be able to pay bills as they become due; and

May not be able to conduct business as usual because there is no board of directors to approve ma�ers or officers to
implement

All corpora�ons with bearer shares issued are should, by November 9, 2018, disclosure their beneficial owners to the Marshall

Islands registrar or convert the shares to registered shares. Any failure to do so will result in penal�es and adverse

consequences.
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DISCLAIMER

Watson Farley & Williams is a sector specialist interna�onal law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide prac�cal, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated en��es. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualifica�on in WFW
Affiliated En��es. A list of members of Watson Farley & Williams LLP and their professional qualifica�ons is open to inspec�on on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number OC312252. It is authorised and regulated by
the Solicitors Regula�on Authority and its members are solicitors or registered foreign lawyers.
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The informa�on provided in this publica�on (the “Informa�on”) is for general and illustra�ve purposes only and it is not intended to provide advice whether that
advice is financial, legal, accoun�ng, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Informa�on provided is accurate at the �me of publica�on, no representa�on or warranty, express or implied, is made as to the accuracy, �meliness,
completeness, validity or currency of the Informa�on and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permi�ed by law, WFW shall not be liable for indirect or consequen�al loss or damage, including without limita�on any loss or damage
whatsoever arising from any use of this publica�on or the Informa�on.

This publica�on cons�tutes a�orney adver�sing.
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