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1.

2.

CONSULTATION PAPER NO. 5

PROPOSALS RELATING TO NEW FAMILY OFFICE REGULATIONS

Why are we issuing this paper?

The Dubai International Financial Centre Authority (“DIFCA”) proposes to replace its current

Single Family Office Regulations which were enacted in 2008 (the “Current Regulations”)

with a new Regulations to update the current Regulations to take into account the enhanced

regulatory arrangements in the DIFC and the recommendations of the DIFC Wealth

Management Review. This Consultation Paper No. 5 of 2019 (“Consultation Paper”) seeks

public comments on the proposed new Family Office Regulations (the “Proposed

Regulations”).

Who should read this paper?

This Consultation Paper would be of interest to existing Single Family Offices in the DIFC

under current Regulations, persons wishing to establish Family Offices in the DIFC and

families or entities operating inside or outside the DIFC who are looking for an attractive base

to establish Family Offices In particular:

a.

Single Family Offices
family businesses;
legal advisors;
accounting advisers;
wealth managers; and

Corporate Service Providers.

How to provide comments

3.

All comments should be provided to the person specified below:

Jacques Visser

Chief Legal Officer

DIFC Authority

Level 14, The Gate, P. O. Box 74777
Dubai, United Arab Emirates

or e-mailed to: consultation@difc.ae
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4.

5.

You may choose to identify the organisation you represent in your comments.

DIFCA reserves the right to publish, on its website or elsewhere, any comments you provide,

unless you expressly request otherwise at the time the comments are made.

What happens next?

6.

The deadline for providing comments on the proposals in this Consultation Paper is 7 June
2019.

Once we receive your comments, we will consider if any further refinements are required to
the Proposed Regulations. Once DIFCA considers the Proposed Regulations to be in a
suitable form, it will be enacted as new DIFC Regulations to come into force on a date

specified and published.

The Proposed Regulations is in draft form only. You should not act on it until the Proposed

Regulations is formally enacted. We will issue a notice on our website when this happens.

Defined terms

Defined terms are identified throughout this paper by the capitalisation of the initial letter of
a word or of each word in a phrase and are defined in the Proposed Regulations. Unless the
context otherwise requires, where capitalisation of the initial letter is not used, the expression

has its natural meaning.

Background

The DIFCA has proposed to enact new Family Office Regulations to replace the Current

Regulations.

Since enactment of the Current Regulations, there have been significant changes in both the
DIFC’s regulatory structure, the wealth management environment, and the DIFC's
understanding of the requirements of the families who may wish to utilise the platform offered

by the Centre.

In particular, the proposed enactment of the new DIFC Operating Law (the “DIFC Operating
Law"), DIFC Operating Regulations (the “DIFC Operating Regulations”) and the proposed
Ultimate Beneficial Ownership Regulations (the “UBO Regulations”) contain general
provisions which apply to all DIFC entities that duplicate many of the provisions of the Current
Regulations. In addition the Trust Law (which also provides a vehicle for family business

operations) was re-enacted with substantial modifications as DIFC Law No.4 of 2018.
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Key Changes proposed

13. The Proposed Regulations:

a. clarify the legal structure of a Family Office;

b. allow a Family Office to serve multiple Single Families;

C. maintain the existing concept of a Single Family with some clarifications;

d. clarify Reporting Obligations;

e. adopt the conclusions of the Wealth Management Review as to the minimum asset

requirements for a SFO (in addition to the existing minimum asset requirements);

f. eliminate, for families with a substantial presence within the UAE, the requirement to

operate from premises in the DIFC; and
g. miscellaneous amendments.
14, Other aspects of the proposal include:

(@) incorporation of the Decision Making Procedures in the Operating Law for certain
regulatory activities of the Registrar;

(b) protection of the confidentiality of ownership information supplied to the Registrar;

(c) substitution of the new Confirmation Statement provisions of the Operating
Regulations for the reporting arrangements under the Current Regulations; and

(d) empowerment of the Registrar to prescribe any necessary forms rather than specifying
them in the Regulations;

Family Offices Legal Structure

15. The Current Regulations do not clearly identify the legal relationships involved in a Family
Office. The Proposed Regulations make clear that a Family Office is a Registered Person
as defined in the DIFC Operating Law which is a company, foundation or partnership that
has been recognised by the Registrar as a Family Office (an “FO Recognised Person”), and

the disclosure and reporting obligations apply to that person.

16. Because all DIFC Registered Persons must now supply UBO information, the previous
requirement to identify UBOs in respect of SFOs has been deleted. That information will now
be supplied in accordance with the UBO Regulations, in the same format as applies to all

Registered Persons.
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17. An existing Single Family Office under the current Regulations or a proposed new Family
Office may apply to be recognised as a Family Office if it meets the requirements of the

Proposed Regulations.

18. A Family Office under the Proposed Regulations may provide services to more than one (1)
Single Family (as defined in the Proposed Regulations) as long as the proposed arrangement

is a cost sharing arrangement between the Single Families concerned.

Q1. Is the proposed characterisation of the legal arrangements associated with a SFO

appropriate? If not, how could it be improved?

Q2. Should there be additional requirements in relation to the identification of Single

Family Members beyond those contemplated in the Proposed Regulations?

Q3. Do you agree with the expansion of Single Family Offices under the Current

Regulations to allow a Family Office to serve more than one Single Family?

Single Family Requirements

19. The Proposed Regulations maintain the current definition of a Single Family: the lineal
descendants of a common ancestor of 3 generations at the time of the application. Spouses,
widows, widowers, adopted and ex-nuptial children are included in the group. For clarity, a
living individual in the Single Family must be specified in relation to whom the nominated
common ancestor meets the requirements of a 3 generation connection — the remaining
members of the Single Family are then defined by reference to their relationship to that

common ancestor.

20. The Proposed Regulations, in line with the recommendations of the Wealth Management
Review, add an additional basis for recognition as an SFO: a threshold of US$50 million net

assets in addition to the existing requirement for US$10 million in liquid assets.

Q4. Isthe current definition of a Single Family as refined adequate or appropriate? If not,

how could it be improved?

Q5. What provision, if any, should be made for any variation of the requirements for a

Single Family Office approved by the Registrar as part of the initial application?

Q6. Is the altered threshold for recognition as a SFO appropriate? Will it present any
undesirable results given that in general company accounts other than those for SFOs

and small private companies will be required to be disclosed?
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Reporting and Confidentiality of information

21. The Proposed Regulations substitute the Confirmation Statement process under the DIFC
Operating Law for the existing requirement for a Family Office to lodge an annual return.
Under this process the Registrar will send a prepopulated statement to the SFO Registered

Person responsible for the Family Office for confirmation or correction and return to him.

22. Information supplied to the Registrar pursuant to disclosure requirements in relation to
ownership of a Family Office will not be placed by him on a public register, without the

consent of the Family Office.

23. Whilst a Family Office must maintain accounts in accordance with its applicable Prescribed

Law, its accounts need not be audited or filed with the Registrar.

Q7. Are the proposed arrangements for reporting of information appropriate and

adequate? If not, what changes should be made?

Q8. Arethe proposed arrangements for confidentiality of information supplied appropriate

and adequate? If not, what changes should be made?

Operating outside the DIFC

24, Consistently with the recommendations of the Wealth Management Review, the Proposed
Regulations exempt a Family Office from the requirement to maintain premises in the DIFC
if the Registered Person or each Single Family it represents has a substantial presence in
the UAE and appoints a Corporate Services Provider in the DIFC as its registered agent.
Such a presence elsewhere may require regulatory approvals elsewhere which the DIFC
cannot provide, although by reason of Regulation 8 of the Operating Regulations the

Registrar may be in a position to facilitate the application for such approvals.

Q9. Arethereanyissues which arise in connection with operations by Registered Persons
outside the DIFC which could usefully be addressed in the Proposed Regulations

which are not?

Miscellaneous enhancements

25. Minor changes to the Regulations include:

(a) empowering the Registrar to determine the forms to be used;



FAMILY OFFICE REGULATIONS

(b) requiring the Decision Making Procedures in the operating regulations to be followed
if it is proposed to cease recognition of a Registered Person as an SFO (consistently
with the usual practice of the DIFC in relation to applications for registration, these will
not apply to rejected applications for recognition or variation); and

(© modernising the language used.

Q10. Do you have any other comments or suggestions for improvement of the Proposed

Regulations?

Legislative Proposal |

26. This legislative proposal contains the following:

(a) the Proposed Regulations (at Annex A);
(b) the Current Regulations (at Annex B);
(© a comparison of the Current Regulations and the Proposed Regulations (at Annex C);

(d) a table of comments to provide your views and comments on the consultation paper
(at Annex D).
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