THE DUBAI INTERNATIONAL FINANCIAL CENTRE (DIFC)
A COMPLETE GUIDE TO WEALTH STRUCTURING OPTIONS

Executive Summary
The Dubai International Financial Centre (DIFC) has successfully positioned itself as a leading financial
services jurisdiction and not just for local business. In addition to being a home of choice for GCC wealth, it
is also attractive as a hub jurisdiction for international investments, sitting as it does between Europe,
Africa, and Asia.
In this paper, we outline the governance structure of the DIFC as well as the various corporate entities
available to international wealth planners. We also look at some of the practical applications these entities
are commonly being used for in terms of wealth structuring.
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Introduction to the UAE and the Free Trade Zones
The United Arab Emirates (“UAE”) is located in the Middle East, bordering the Arabian Gulf and the Gulf of Oman and
Saudi Arabia. The UAE was established in 1971 and comprises of seven Emirates; Abu Dhabi, Dubai, Sharjah, Fujairah,
Ras Al Khaimah, Umm Al Quwain, and Ajman. Shortly after, the UAE became a member of the Gulf Cooperation Council
(GCC) in 1981. The GCC was established to synchronise legislation, regulations, trade, and customs between its member
states. Currently, the member states consist of the UAE, Kingdom of Bahrain, Kingdom of Saudi Arabia, Kuwait, Oman
and Qatar.
Within the UAE, Abu Dhabi and Dubai primarily act as the region’s financial centres and are internationally renowned as
leading business centres. Initially the region’s wealth was driven by the discovery and exportation of oil in the early
1960’s, however, since then the UAE has undergone a huge economic transformation with successful efforts at
economic diversification into trade, banking, financial services, tourism, and real estate.
As part of this diversification the region, and Dubai specifically, created a selection of free trade zones. The purpose of
the free zones is to attract and encourage foreign investors into the region through business-friendly legislation,
including the ability to have 100% foreign ownership and zero taxes on registered businesses. This is in contrast to
companies incorporated in the UAE outside of the free zones, where ownership must be local.
A variety of free zones have been established in the UAE, the majority of which are located within Dubai. Dubai has 18
free trade and industrial zones, with each zone being catered towards a specific business sector or activity, for example,
manufacturing businesses would be attracted to the Jebel Ali Free Zone and financial services to the Dubai International
Financial Centre (DIFC).

Page 3
Find more resources at bostonmfo.com

Introduction to the DIFC
The DIFC is an initiative launched and guided by an economic diversification plan focused on the development and
promotion of economic growth, not only in Dubai and the UAE, but the entire GCC region. It is a free zone which is
administered by the Government of Dubai and established in accordance with UAE Federal Law and Dubai Law. The
current Chairman of the DIFC is His Highness Sheikh Mohammed Bin Rashid Al Maktoum, who is also Prime Minister of
the UAE and Ruler of Dubai.
The DIFC is designed to home the financial services industry in the region and is already a major global financial centre,
acting as a hub between Asia and Europe. Currently, the DIFC community consists of over 1,500 active registered
companies, including some of the world’s largest financial services firms.
The DIFC is regulated by the Dubai Financial Services Authority (the “Authority”) which grants licences and regulates
financial institutions and their activities in the DIFC. The DIFC has been granted the authority to self-legislate following
an amendment to the UAE constitution concerning free zones which has allowed the Authority to create its own legal
framework. The framework is based on the laws and regulations of major international finance centres in Europe, North
America, and the Far East. The blend of these practices has produced a clear and flexible regulating framework.
In recent years there is an increasing requirement for a financial centre to serve the expanding economies in the GCC,
North Africa and India and to act as a bridge between Europe and South-East Asia.
The DIFC is centrally located in Dubai and has been designed to exceed demands for a sophisticated international
institution with purpose built office space, car parking, infrastructure, and retail space.
Any business which is registered within the DIFC is expected to operate from within the DIFC district. The benefits of
establishing an entity within the DIFC are as follows:


Ability to have 100% foreign ownership.



Zero tax rates on income and profits for a period of 50 years from the date of inception.



International legal system based on Common Law of England and Wales.



A variety of corporate vehicles can be established.



A well-regulated, compliant, and transparent environment which complies with international best practices and
processes.



An international stock exchange located in DIFC (Nasdaq Dubai) with primary and secondary listings of debt and
equity investments.
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Structure of the DIFC
The DIFC has three independent bodies, the DIFC Judicial Authority, the DIFC Authority, and the Dubai Financial Services
Authority (the “DFSA”). The organisation is shown in the diagram below, although it should be noted that most of the
entities within this structure are technically independent, so the relationships indicate reporting lines rather than direct
ownership and control. The common name for each entity is shown in the white box below the full entity name.

Office of the President of the DIFC
(headed by the Governor)

'DIFC Governor'

Dubai International
Financial Centre Judicial
Authority

Dubai International
Financial Centre Authority

'DIFC Courts'

'DIFC Authority'

Registrar of Companies

'ROC'

Registrar of Real Property

'RORP'

Registrar of Security

'ROS'

DIFC Investments

'DIFC Investments'
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Dubai Financial Services
Authority

'DFSA'

DIFC Judicial Authority
The DIFC Judicial Authority is primarily focused on the administration and enforcement of commercial and civil matters
within the DIFC. It has been established by laws which outline the jurisdiction of the Courts, which permits independent
administration of justice.
There is a Court of First Instance and Court of Appeal which handles claims and disputes related to DIFC registered
entities and establishing tribunals and hearings, as required. The court system in the DIFC is independent and as such
can be flexible regarding disputes coming before them being heard in the law of another jurisdiction, if required.

DIFC Authority
The DIFC Authority is a management entity attached to the Government of Dubai and is the body which is primarily
concerned with developing policies and strategies for the DIFC. It is the central body responsible for the incorporation
of DIFC vehicles which will be unregulated. This includes the development of laws and regulations not regulated by the
DFSA such as employment law, company law, and contract law.
The Authority is responsible for developing and enacting the marketing, PR, and communications efforts necessary to
promote the DIFC and attract further businesses to operate in the DIFC. It provides a centralised body to guide and
assist prospective licence applicants at each stage of the process from application stage through to the visa and
residency permits for employees and office leasing arrangements.

Dubai Financial Services Authority
The DFSA is an independent entity and is the DIFC’s regulator, responsible for the development of the regulatory
framework used within the DIFC, including the licensing and registration of regulated financial services businesses. It is
also the Authority that supervises market activities ensuring that regulated businesses satisfy and comply with the law
and regulations. It is empowered to investigate and enforce the law that it administers.
The DFSA has established and maintains a high standard of efficiency and transparency and this is reflected within its
legislation and framework, which is clear, practical, and in line with modern financial centres around the world.
Businesses which seek to be regulated in the DIFC must satisfy certain criteria throughout the licensing process to be
granted a licence and demonstrate their ability to meet these criteria and maintain the high standards required within
the regulatory and legal framework.
The DFSA has and continues to actively pursue alliances and enter into Memorandums of Understanding with other
international regulators, in order to enable cooperation between regulators in the pursuit of common objectives such
as the exchange of information and enforcement powers.
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Types of entity in the DIFC
The DIFC Registrar of Companies is responsible for the incorporation and registration of all companies looking to
establish a presence in the DIFC. The types of entities available within the DIFC are explained and compared below.

Company Limited by Shares (Ltd)
Prior to incorporating a limited company, and depending upon the type of proposed business activity, an in-principle
approval should be obtained from the DIFC Authority or the DFSA. For businesses wishing to undertake regulated,
financial activity in principle approval should be obtained from DFSA, whereas for non-regulated activity in principle
approval would be granted from the DIFC Authority.

Taxation rates

The DIFC provides a 40 year guarantee of zero taxes on corporate income and profits,
which is enhanced by the wide network of double tax treaties the UAE has.

Capital requirements

No minimum capital requirements for non-financial businesses.

Members

A minimum requirement of one shareholder.

Directors

A minimum requirement of two directors.

Secretary

A company secretary must be appointed (cannot be a director).

Annual meetings

Must hold an annual general meeting each calendar year.

Records

Company will be required to maintain a register of members, register of directors,
register of secretaries, minutes register, and adequate accounting records.

Accounts

Requirement to prepare annual financial statements and these must be audited by a
registered auditor within the DIFC.

Incorporation method

Preparation and submission of an application form to Registrar of Companies along
with in principle approval from either DIFC Authority or DFSA (as noted above).
Application form must be submitted with proposed Articles of Company and any other
relevant supporting documents.

Timescales

Approx. 3-4 weeks to obtain approval and incorporate the company.
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Special Purpose Company (SPC)
An SPC is a vehicle that can be used for structured finance transactions, whether conducted in an Islamic or
conventional manner. As it is incorporated under DIFC law, they enjoy the benefits of no foreign ownership restrictions,
however, every SPC must appoint a Corporate Service Provider which is registered in the DIFC to provide registered
office address, majority directors, and a corporate company secretary. Examples of the types of activity for an SPC are
acquisition, holding and disposal of an asset or obtaining financing over an asset. SPC’s cannot be used as a pure
holding company or for conducting trading business.
Note that only a handful of providers, including Boston Corporate Services (DIFC) Ltd, are currently able to incorporate
these SPCs.
Taxation rates

The DIFC provides a 40 year guarantee of zero taxes on corporate income and profits,
which is enhanced by the wide network of double tax treaties the UAE has.

Capital requirements

Minimum share capital required is USD 100.

Members

Minimum of 1 and a maximum of 3 shareholders.

Directors

Minimum requirement of 2 directors (majority of which must be employees of a
Corporate Service Provider).

Secretary

Must be a Corporate Service Provider.

Annual meetings

No requirement for an AGM.

Records

Company will be required to maintain a register of members, register of directors,
register of secretaries, minutes register and adequate accounting records and any
changes must be filed online with the DIFC Registrar of Companies.

Accounts

No requirement to produce accounts and therefore no requirement for accounts to be
audited or filed with the DIFC Authority/Registrar of Companies.

Incorporation method

Prepare and submit a Transaction Description and Diagram to DIFC Authority
identifying source of financing and purpose of the SPC in order to obtain an in-principle
approval. The Corporate Service Provider must then complete an application form with
supporting documents to Registrar of Companies.

Timescales

Approx. 2-3 weeks to obtain pre-approval from DIFC Authority to incorporation.
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Limited Liability Company (LLC)
An LLC is incorporated by one or more members whose obligation is limited to pay the amount of their subscribed
shares. Primarily, LLCs are used for commercial trading activity. They are not required to have a Board of Directors, they
are run by the members, and sole members are permitted.
Taxation rates

The DIFC provides a 40-year guarantee of zero taxes on corporate income and profits,
which is enhanced by the wide network of double tax treaties the UAE has.

Capital requirements

A minimum capital requirement of US $1.

Members

A minimum requirement of one shareholder. Can be a corporate or an individual.

Directors

Known as “Members”. A minimum requirement of one.

Secretary

A company secretary must be appointed (cannot be a director).

Annual meetings

Must hold an annual general meeting each calendar year.

Records

Company will be required to maintain a register of members, register of directors,
register of secretaries, minutes register and adequate accounting records.

Accounts

Requirement to prepare annual financial statements and these must be audited by a
registered auditor within the DIFC.

Incorporation method

Preparation and submission of application form to Registrar of Companies along with in
principle approval from either DIFC Authority or DFSA (as noted above). Application
form must be submitted with proposed Articles of Company and any other relevant
supporting documents.

Timescales

Approx. 3-4 weeks to obtain pre-approval from DIFC Authority through to
incorporation.
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General Partnership (GP)
A GP is a separate legal entity and is established by two or more persons to carry on any lawful business, purpose, or
activity with a view to making a profit. General Partnerships differ from other forms of Partnership as, under the
General Partnership Law, all partners are jointly and severally liable without limit, for the debt and obligations of the
Partnership. There is therefore no limitation of liability in a General Partnership.
Taxation rates

The DIFC provides a 40 year guarantee of zero taxes on corporate income and profits,
which is enhanced by the wide network of double tax treaties the UAE has.

Capital requirements

No minimum capital requirements for non-financial businesses.

Members

Minimum requirement of 2 members. Relationship of members is governed by the
General Partnership Agreement

Directors

N/A

Secretary

N/A However, there is a requirement to have a registered office in the DIFC at all times.

Annual meetings

No legal requirement to hold an AGM.

Records

Records of name, registration number, registered office and register of members is
required to be maintained with the Registrar of Companies and is publically available
information.

Accounts

There are no legal requirements for statutory financial, accounting or auditing.

Incorporation method

Preparation and submission of application form to Registrar of Companies along with in
principle approval from either DIFC Authority or DFSA (as noted above). Application
form must be submitted with a copy of the General Partnership Agreement and any
other relevant supporting documents.

Timescales

Approx. 3-4 weeks to obtain pre-approval from DIFC Authority through to
incorporation.
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Limited Liability Partnerships (LLP)
An LLP is a corporate body and has a separate legal personality. Unlike a GP, within an LLP, each member’s liability is
limited to the amount that has been invested unless the LLP Agreement of Law defines otherwise.
Taxation rates

The DIFC provides a 40 year guarantee of zero taxes on corporate income and profits,
which is enhanced by the wide network of double tax treaties the UAE has.

Capital requirements

No minimum capital requirements for non-financial businesses.

Members

Minimum requirement of 2 members one of which must be a Designated Member.

Directors

N/A

Secretary

N/A However, there is a requirement to have a registered office in the DIFC at all times.

Annual meetings

No legal requirement to hold an AGM.

Records

Records of name, registration number, registered office and register of members is
required to be maintained with the Registrar of Companies and is publically available
information.

Accounts

Requirement to prepare annual financial statements and these must be audited by a
registered auditor within the DIFC.

Incorporation method

Preparation and submission of application form to Registrar of Companies along with in
principle approval from either DIFC Authority or DFSA (as noted above). Application
form must be submitted with a copy of the Limited Liability Partnership Agreement and
any other relevant supporting documents.

Timescales

Approx. 3-4 weeks to obtain pre-approval from DIFC Authority through to
incorporation.
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Limited Partnership (LP)
A Limited Partnership has a separate legal entity and differs from other Partnerships as it must have at least one
General Partner and one Limited Partner. The General Partner is liable for all the debts and obligations of the
Partnership, whereas the Limited Partners provide the contribution in money, or money’s worth to the Partnership and
is not liable for the Partnership beyond the amount that has been contributed. Additionally, the General Partner is
responsible for the day to day management of the Partnership and Limited Partners are not permitted to transact
business or sign documents on behalf of the Partnership.
Taxation rates

The DIFC provides a 40 year guarantee of zero taxes on corporate income and profits,
which is enhanced by the wide network of double tax treaties the UAE has.

Capital requirements

No minimum capital requirements for non-financial businesses.

Members

Minimum requirement of 2 members one of which must be the General Partner and
the other the Limited Partner.

Directors

N/A

Secretary

N/A. However, there is a requirement to have a registered office in the DIFC at all times

Annual meetings

No legal requirement to hold an AGM.

Records

Records of name, registration number, registered office and register of members is
required to be maintained with the Registrar of Companies and is publically available
information.

Accounts

Requirement to prepare annual financial statements which should be filed with the
Registrar of Companies within 7 days of being approved. There are no audit
requirements.

Incorporation method

Preparation and submission of application form to Registrar of Companies along with in
principle approval from either DIFC Authority or DFSA (as noted above). Application
form must be submitted with a copy of the Limited Partnership Agreement and any
other relevant supporting documents.

Timescales

Approx. 3-4 weeks to obtain pre-approval from DIFC Authority through to
incorporation.
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Case Studies: Use of DIFC Entities
With major banking, insurance, investment, accounting, legal, and tax businesses all present in the DIFC there is a
robust operating environment to support the needs of financial institutions (with both regulated and non-regulated
activity) wishing to establish a presence. The most common types of company establishment we have seen in the DIFC
are noted below:


Wealth management such as Family Office structuring.



Special Purpose Companies for financial transactions.



Intermediate Special Purpose Vehicles for ring fencing assets.

In the following section, we outline some specific use cases in these popular categories and how they have benefitted
the companies and individuals involved.
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Family Offices
Unlike other regions around the world, a very high percentage of private sector businesses in the UAE are familyowned. Many of these successful businesses are managed by first generation founders, often the family patriarch. As
these businesses have matured and grown, there is an increasing need to protect the core business assets and the
family’s personal assets. For many years, family businesses in the region have enjoyed substantial growth and
prosperity. More recently, falling oil prices and global economic upheaval have had an impact and whilst the general
trend remains extremely positive, there is an increased focus on implementing strategies for asset protection.
Succession planning and wealth distribution, in what can be a highly complex family structure, is also an important
element in the founder’s thoughts for the future.
It is not surprising that in such a positive and buoyant economy, the notion of longer term asset protection has not
been high on the corporate agenda. Now though, amid the political and economic challenges the successful founding
patriarchs need to consider succession planning, wealth and asset protection which are increasingly important
considerations. The rise of popularity in what has been coined as the ‘Family Office’ is testament to this changing
thought process.
In its most simplistic form, a Family Office is a private wealth management advisory firm which serves an ultra-high-networth individual or family. This can also be termed a ‘Single Family Office’ (SFO). The ‘Family Office’ (FO) generally
performs centralised management of investments, assets, estate planning, tax planning, and philanthropic planning.
Whilst the term ‘Family Office’ is used extensively, it is not an entity in its own right, but actually relates to the company
managing the family’s affairs. Rarely are two Family Offices structured the same, as each one is designed to meet a
family’s specific and individual needs.
Whilst each Family Office is structured differently to meet the bespoke needs of the founder, it is not unusual to have
different elements handled in different locations. For locally held assets, the family business may have a GCC based
Family Office, something that Boston would manage from our Dubai office within the DIFC. For international assets and
investments, they may be managed by a Family Office in one of the respected international finance centers, like the Isle
of Man and Malta, both locations where Boston have established offices.
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Special Purpose Companies for Finance Transactions
SPCs are becoming increasingly popular within the DIFC for their use in structured finance transactions. As a corporate
vehicle, they boast various attractive features which give them the potential to become a popular alternative to special
purpose vehicles in other jurisdictions, especially for financial transactions focused in the Middle East, Africa, and Asia.
SPCs are governed by the DIFC Special Purpose Company Regulations 2008 and note that the purpose of an SPC, as set
out in its articles of association, must be limited to performing “Exempt Activities”, which include any of the following:


The acquisition, holding, and/or disposal of any asset in connection with a ‘transaction’.



Obtaining finance, granting of security interest over an asset, providing an indemnity for shareholders and
subsidiaries, or entering into any type of hedging arrangements in connection with a transaction.



The financing of an ‘initiator’ or another SPC.



The acting as trustee or agent for any participant in a transaction.



Any other activity which is approved by the Registrar of Companies.

A ‘transaction’ is defined in the SPC Regulations as a conventional or Islamic structured finance transaction which is for
the benefit of an Initiator, in connection with what the SPC has been established for, which includes any type of
securitisation or capital markets transaction. An ‘initiator’ is defined as being the entity for whose transaction the SPC
has been established (i.e. the client).
The SPC Regulations specifically limit their use to purely financial transactions. As such, they cannot be used as a
general holding company, to operate a trading business, or to act as a general partner to a partnership. A further
unique feature of an SPC is the requirement to appoint a Corporate Service Provider within the DIFC. The CSP must
provide a majority of the board of directors, act as company secretary, and handle corporate filings and
communications with the Registrar of Companies.
In recent years, the SPC has become an increasingly popular vehicle. As they are incorporated in the DIFC they offer
several benefits, such as no foreign ownership restrictions, zero corporation tax, no withholding or capital gains tax, and
no stamp duty payable on the transfer of shares. Additionally, there is limited liability for shareholders and they are
subject to sophisticated and well respected DIFC laws and infrastructure. Moreover, an SPC is an attractive vehicle to
parties that wish to invest into other GCC jurisdictions, as an SPC is treated as a ‘national company’ where it is wholly
owned by UAE nationals, yet operates in a flexible and versatile body of corporate law which is compatible in complex
structuring both in onshore and offshore jurisdictions.
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The Intermediate SPV
In September 2016, the DIFC introduced a new regime for the establishment of Intermediate Special Purpose Vehicles.
The rationale for the introduction of the new regime was that except for SPCs, which are restricted to use only in
financial transactions, the DIFC did not have another type of special purpose vehicle that was cost effective and as
simple as those found in other offshore jurisdictions.
It is anticipated that the Intermediate SPV regime will be outlined within the new Companies Law regulations in the
DIFC which are currently undergoing a revision. However, the regime has been given immediate force through the
amendments of certain provisions to the existing DIFC Regulations and has already proven to be a hugely successful and
popular vehicle. It should be noted that at present this type of structuring is only available to entities that are already
incorporated or licensed within the DIFC.
The Intermediate SPV has numerous benefits and advantages such as:


Simplified Incorporation Process: A simplified incorporation process in comparison to other entities within the DIFC.
Applicants are not required to comply with the more detailed compliance requirements and application process of
other entities within the DIFC.



Cost Saving: The incorporation and annual fees compared to a typical holding entity in the DIFC are also cheaper.



Limited Liability: An intermediate SPV retains the benefits available to other companies registered within the DIFC
such as limited liability of shareholders.



Taxation: The DIFC provides zero taxes on corporate, capital gains, inheritance, or other taxes.



No restriction on foreign ownership: within the DIFC, entities can enjoy the ability to have 100% foreign ownership.

The Intermediate SPVs are anticipated to be used by a range of different business sectors, typically for those who wish
to hold and ring fence liabilities and assets from other structures within the same Group. This includes global
conglomerates, family businesses and regional companies. The DIFC have identified that the term “Intermediate” is
used as the entity is neither the primary holding entity of the structure nor is it the operating entity, but that the
company forms part of the wider Group structure.
Typical types of structuring that may use Intermediate SPVs are in the structuring of Intellectual Property, for example,
where the IP can be ring fenced separately and from other parts of the business which eradicates other business risks.
Additionally, family offices are keen to make use of this structure as it is proving beneficial for addressing succession
planning, where the use of the SPV permits a new governance structure to manage specific assets or businesses within
the family office.
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Further Information
If you would like to know more about this topic, please get in touch with us directly. We are always happy to provide
additional information or a review of your current requirements, with no hidden fees or charges. Our experts on this
topic are Katherine and Rachael. Their direct contact details are below and they can be contacted during Middle
Eastern and European office hours.

Katherine Ellis
Group Director
+44 1624 693050
kellis@bostonmfo.com
Connect on LinkedIn

Rachael Hughes
Business Development
+44 1624 692769
rhughes@bostonmfo.com
Connect on LinkedIn
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