UAE PRIVATE WEALTH SERIES (1)

FOUNDATION COMPARISON SHEET

1. What is a foundation?

A foundation is an independent legal entity which holds assets separately from the founder’s personal
wealth. The Foundation shares similarities of functions and mechanisms with both a company and a
trust, while not strictly considered a hybrid of the two. Unlike a trust - a concept derived from common
law principles - the foundation originates from civil law jurisdictions.

It is similar to a company in that it has its own legal personality. However, it does not issue shares or
any other legal title of ownership - it is an “orphan” structure. A foundation must further have one or
more objects, which may be a purpose and/or serve for the benefit of beneficiaries, just like a trust.

A foundation is governed by its charter and by-laws, which together reflect the desires of the founder.
It is managed by a foundation council and may be supervised by a guardian.

The assets of a foundation are owned by the foundation in its own name and may be held directly by
the foundation or consist of shares in an underlying company.

2. When is it used?

Foundations are being used for a variety of reasons, chief among which are:

. Wealth structuring, succession and estate planning;

. Asset protection (forced heirship rules, creditors and hostile takeovers);

. Long term holding structure for businesses;

. Specific purposes in commercial transactions (to own certain assets or to perform particular
roles); and

. Charity and/or philanthropic purposes.
3. The main differences and similarities between the trust and the foundation are:

. Shares or members: Neither have shares or members.

. Distinct legal entity and ownership of assets: A trust is a contractual agreement; a foundations
forms a distinct legal entity. Foundation legally owns assets in its own name and can enter into
contracts,in a trust relationship; trustee legally owns the assets and enters into contracts on behalf
of the beneficiaries.

. Use for the benefit of Beneficiaries: Optional for foundation, mandatory for trust.

. Use for commercial purposes: Impossible for foundation (may hold shares in a commmercial com-
pany though), allowed for trust.

. Registration and lifespan: Foundation must be registered (with few exceptions) and have unlimited
lifespan. Trusts are not regsitered; often limited in time.

Generally speaking, foundation regimes provide more flexibility with regards to the powers of the
founder. Foundations having their own legal personality may offer advantages in the management of
the operations, and they are more widely accepted in civil law jurisdictions, where trusts may face
ownership restrictions. That being said, there is no one-size-fits-all solution and the answer always
depends on the individual circumstances and objectives of each client, which is why comprehensive
legal advice should be sought.

4. How to choose a jurisdiction

When setting up a foundation the following key factors should be taken into consideration for choosing
the right jurisdiction:

. Reputation of the jurisdiction;

. Regulatory framework;

. Legal and court system;

. lax regime (applicable tax rate and access to double taxation treaties);

. Confidentiality;

. Governance controls;

. Firewall provisions (i.e. foreign forced heirship rules and creditor claims); and

. Fase of registration.

The UAE have recently introduced two new foundation regimes. On page 2 you may find a comparison
chart to see how they match other international regimes.

Who we are

We are a multi-services platform catering to a broad spectrum of clients - from individual entre-
preneurs and local SMEs to wealthy international families, to established blue-chip companies and
multinationals. Our one-stop-shop offering is unique in the Middle East: a holistic and cross-disci-
plinary combination of a market-leading corporate services firm, a law firm’s specialist expertise
and a regulatory & compliance services practice, all through one single platform.

We have broad experience advising successful individuals and international families on a broad
range of legacy planning and wealth structuring issues, including structuring of operational and
non-operational assets. We are reqularly assisting clients on all aspects of a SFO - e.g. defining the
family’s vision; identifying, fine-tuning and implementing governance aspects and management
strategies; selecting, incorporating and providing ongoing support to the appropriate structure.

Headqguartered in the UAE, we are an entrepreneurial firm for entrepreneurial clients.
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Currency

Political
System

Advantages

The Foundations Regulations,
2017

United States Dollar (USD)

English

The UAE is a federation of 7
emirates - including Abu Dhabi
- which was formed in 1971;
Hereditary absolute monarchy

ADGM'’s legal system and
courts are based on Common
Law principles. Its Civil and
Commercial Laws are largely
based on the laws of England
and Wales, which directly
apply

e Tier 1international financial
centre

* Robust governance struc-
ture

* 0% corporate tax rate

* No tax filing

« Comprehensive tax treaty
network

« Flexibility

* No requirement to file or
audit account unless re-
quested by the Registrar

* Possibility to migrate to
ADGM from overseas

¢ Low set-up and running
costs

« Digital registration process
& quick processing

e Strategic location in the
Middle East & towards
emerging high growth
markets
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The Foundations Law of 2017

United States Dollar (USD)

English

The UAE is a federation of 7
emirates - including Dubai -
which was formed in 1971;

Hereditary absolute monarchy

DIFC’s legal system and
courts follow a Common Law
framework, with its own Civil
and Commercial Laws, which
refer to English law in case of
ambiguity

* Tier linternational financial

centre

* Robust governance struc-
ture

* 0% corporate tax rate

* No tax filing

» Comprehensive tax treaty
network

* Flexibility

* Can issue depository certi-
ficates

* Possibility to migrate to
DIFC from overseas

* Possibility to morph compa-

ny into foundation

* Private arbitration of dis-
putes

* Strategic location in the
Middle East & towards
emerging high growth
markets

The Foundations (Guernsey)
Law, 2012

Great Britain Pound (GBP)
(1USD = 0.75 GBP)

English and French

Guernsey is a sub-jurisdiction
of the Bailiwick of Guernsey,

a British Crown dependency
(not independent), although it
does not form part of the UK; a
parliamentary democracy, with
its own legal and fiscal system,
however laws are subject to
Royal assent

The Law of Guernsey origi-
nates in Norman Customary
Law, overlaid with principles
taken from English common
law and Equity, as well as from
statute law enacted by the
competent legislature(s)

» Stable international finan-
cial centre

* Robust data security

« Flexibility

¢ Low set-up and running
costs

e Quick processing

e Strategic location in Europe

*« 0% corporate tax rate
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Foundations (Jersey) Law
2009

Great Britain Pound (GBP) and
Jersey Pound (JEP)
(1UsD = 0.75 JEP)

English and French

British Crown dependency
although does not form part of
the UK; Autonomous parlia-
mentary democracy under a
constitutional monarchy with
its independent legal, admin-
istrative and fiscal systems,
and the power of self-determi-
nation

Customary legal system de-
rived from Norman customary
law and includes elements of
French civil law and English
common law

» Stable international finan-
cial centre

* Robust data security

* Flexibility

¢ Low set-up and running
costs

* Quick processing

* Strategic location in Europe

* 0% corporate tax rate

Persons and Companies Act,
1926 (as amended, 2008), Art.
552 [1-43]

Swiss franc (CHF)
(1USD = 0.946CHF)

German

Liechtenstein is a principality
governed under a constitu-
tional monarchy, with a form

of mixed constitution in which
political power is shared by the
monarch and a democratically
elected parliament

Civil law system influenced by
Swiss, Austrian and German
law

* Stable onshore international
financial centre

e EU compatible Investment
vehicle

* Robust data security

« Strategic location in Europe

Private Interest Foundation
Law 1995

United States Dollar (USD) and
Panamanian Balboa (PAB)
(1USD=1PAB)

Spanish

Presidential representative
democratic republic;
President is head of state and
head of government

Civil law with influences of
Spanish and Roman law

* Robust data security

* Flexible foundation law

¢ Low set-up and running
costs

* Quick processing

e Strategic location in the
middle of Latin America

*« Exemption from all Panama-
nian taxes for income gene-
rated outside Panama




Minimum
Assets

Registra-
tion Fees

Annual
Fees

Parties

2.

Any property of a minimum
value of USD 100

USD 200

UsSD 200

Founder: 1 (or more) individual
or legal entity

Council: At least 2 members
(individuals or a legal entity);
Founder may be appointed as
councilor

Guardian: Mandatory if no
surviving founder (individual or

legal entity)

Beneficiary/ies: Individual(s) or
legal entity(ies) (incl. Founder)

Registered Agent: Optional
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Any property as initial endow-
ment

Usb 500

Usb 500

Founder: 1 (or more) individual
or legal entity

Council: At least 2 members
(individuals or a legal entity);
Founder may be appointed as
councilor

Guardian: Mandatory if chari-
table or specified purpose(in-

dividual or legal entity)

Beneficiary/ies: Person or class
of persons (incl. Founder)

Registered Agent: Optional
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Any property as initial endow-
ment

GBP 100 (24 hours)
GBP 350 (2 hours)

GBP 500, except for a Guern-
sey-registered charity (GBP 0)

Founder: 1 (or more) individual
or legal entity

Council: At least 2 members
unless the Constitution permits
a single councilor, who may be
an individual or a legal entity;
Founder may be appointed as
councilor

Guardian: Mandatory if pur-
pose with no beneficiaries
or there are disenfranchised
beneficiaries (individual or
legal entity)

Beneficiary/ies: Individual(s) or
legal entity(ies) (incl. Founder)

Resident Agent: Mandatory if
neither a councillor nor a
guardian are Guernsey li-
censed fiduciaries

ntative.
to conduct foundations registration and business.
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Initial endowment is not man-
datory

GBP 200
GBP 400 for a “same day”
incorporation

GBP 150 + GBP 100/200 to be
registered as an ISE (interna-
tional services entity) for GST
(Goods Service Tax) purpose

Founder: 1 (or more) individual
or legal entity

Council: At least Tindividual

or legal entity, including at
least one qualified member?;
Foun-der may be appointed as
councilor

Guardian: Mandatory

Beneficiary/ies: Person or class
of persons (incl. Founder)

Cash or assets of a minimum
value of 30,000 CHF/EUR/USD

Registration mandatory only
for charitable foundations
(CHF 700)

Family foundations do not
need to be registered but the
core information'need to be
submitted to the Registrar
(CHF 300) and possible stamp
duty of 2% (from CHF 200 to
CHF 250,000)

12.5% annual corporate income
tax on the net income (with a
minimum of CHF 1,200)

Founder: 1 (or more) individual
or legal entity

Council: At least 2 members
(individuals or legal entities),
at least 1 qualified member?;
Founder may be appointed as
councilor

Guardian/Control body:
Optional (individual or legal
entity)

Beneficiary/ies: Individual(s) or

legal entity(ies) (incl. Founder);

Different classes of beneficia-
ries may be appointed

Auditor: Mandatory if the
foundation carries commercial
activities or its constitution
permits to do so
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Cash or assets with a minimum
value of USD 10,000

USD 350

USD 400 administration fee to
the government

Founder: 1 (or more) individual
or legal entity

Council: at least 1T councilors (if
legal person) or 3 councilors (if
individuals); Founder may be
appointed as councilor

Protector/Supervisory body:
Optional

Beneficiary/ies: Individual(s) or
legal entity(ies) (incl. Founder)

Resident Agent: Mandatory
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[=
o
=
o
£
e
o
2
ic
Y
o
p=]
a

Must maintain at all times
registered office in ADGM (may
use the Registered Agent’s
address)

Allowed

None

The following information is

available upon request to the

Registrar.

Public information:

*« name and address of foun-
dation;

*« name and address of the
founder;

* foundation charter; and

¢ registered agent

The following information is

confidential:

¢ name and address of each
councilor;

*« names and addresses of any
beneficiaries;

* names and addresses of
guardian (if any); and

¢ name and address of each
beneficial owner of each
founder which is a legal
person (if any)
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Resident Agent must have
address in Panama

Must maintain at all times
registered office in DIFC (may
use the Registered Agent’s
address)

Allowed

None

The register is open for public

inspection (against a fee)

Available data.

Public information:

* name and address of foun-
dation;

* name and address of the
founder;

* name and address of each
councilor;

« foundation charter; and

* registered agent

The following information is

confidential:

* names and addresses of any
beneficiaries;

* names and addresses of
guardian (if any); and

* name and address of each
beneficial owner of each
founder which is a legal
person (if any)

Mandatory to have a resident
Guernsey licensed Fiduciary
(GLF) as resident agent if
neither the councilor nor the
guardian is a GLF

Allowed

None

Only “Part A” of the register is

publicly available:

*« name and registered num-
ber of foundation;

* name and address of coun-
cilors and guardians; and

« details of registered office

Qualified Person on the
foundation’s council must be
licensed in Jersey

Allowed for Jersey companies
and Recognized Entities to
continue as Jersey foundations
and for Jersey foundations

to continue as Recognized
Entities

None

The foundation charter is pub-

lic containing at least:

* name, object, purposes of
foundation; and

* initial endowment

At least one member of the
foundation board must be
resident in Liechtenstein or
another EU Member State, and
a qualified professional

Allowed

None

No information is public as
long as the foundation is not
registered

Allowed

None

The Foundation charter
is publicly accessible, this
includes:

name of foundation;

name of founder;

initial capital of the foun-
dation;

name and address of the
councilors and the resident
agent;

purposes or objects of the
foundation;

manner of appointing the
beneficiaries of the foun-
dation;

reservation of how to modi-
fy the foundation charter;
duration of the foundation
any other clauses deemed
expedient by the founder
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