
Europe's internal market has long suffered from an invisible but consequential
barrier: the coexistence of twenty-seven distinct national company law regimes.
Harmonization has progressed through directives and regulations, but it is still far
from complete. Every founder wishing to incorporate a business, every investor
evaluating an opportunity across borders, and every scale-up seeking to expand
beyond its home jurisdiction must navigate a fragmented patchwork of rules,
procedures, and legal forms. This fragmentation imposes real costs: legal fees, time,
foregone opportunity. 

The European Commission's proposal for a Regulation on the 28th Regime
Corporate Legal Framework, known as "EU Inc.," represents the most ambitious
attempt in decades to dismantle this barrier, not by harmonizing existing national
laws from above, but by offering founders, shareholders, managers and investors a
new, optional, and harmonized corporate form that sits alongside the twenty-seven
national systems. While drafted having in mind start-ups and scale-ups, the new
form is available to all types of businesses, including – in principle – listed
corporations (Recital 5; Article 1). For maximum harmonization, the choice of a
directly applicable regulation is obviously wise. 

This document offers a first general overview of the major provisions of the
Regulation.
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The concept of the 28th regime is not entirely new. It builds on earlier
European experiments with supranational company forms – the Societas
Europaea (SE) and the Societas Privata Europaea (SPE), the latter of which
never reached adoption. 

The Logic of a 28th Regime

EU Inc. embraces a fully digital lifecycle.

Incorporation: Digital by Default
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The governance architecture of the EU Inc. is designed to offer great
flexibility within a common set of mandatory safeguards.

Corporate Governance: Flexibility
within a Harmonized Framework
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Another innovative chapter of the proposed Regulation concerns the
financial structure of the corporation. 

Shares, Capital, and Financing
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Recognizing that equity participation is critical for attracting and retaining
talent, particularly in startups and scale-ups that cannot compete on
salary alone, the Regulation introduces a harmonized EU Employee Stock
Ownership Plan (EU-ESOP) in Articles 70 et seq.

Employee Stock Ownership: The EU-ESOP
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The final chapters of the Regulation address the winding-up of EU Inc.
companies.

Winding-up and Insolvency:
Reducing the Cost of Failure

One point of discussion concerns Article 4(1) and (2), which provide that
the EU Inc. is to be governed by the Regulation and by its bylaws – subject
to the requirement that the latter is consistent with the Regulation – and
that, in the absence of applicable provisions in either source, recourse is
made to national law.

Coordination with National Laws
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