NAVIGATING THE UAE’S

FUNDS REGIME




Navigating the UAE’s
Funds Regime

Overview

As the UAE continues to rise in prominence as a leading wealth management hub, its financial
centres - Abu Dhabi Global Market (ADGM) and Dubai International Financial Centre (DIFC) - are
witnessing record levels of fund managers and funds seeking to establish themselves in the ADGM
and DIFC. And the reasons are clear: the funds regime offers a competitive and investor-friendly

regulatory framework, and its flexibility, transparency, and alignment with international standards
make the UAE an attractive destination for fund managers and global investors alike.

The UAE funds regime provides a regulatory framework for the establishment, operation, and
management of investment funds in the ADGM and DIFC. The regime is designed to facilitate

the growth of the funds industry in the those centres while ensuring high standards of investor
protection and market integrity.

Key Benefits of the ADGM/DIFC Funds Regime

Market Access: Access to a robust and well-regulated financial ecosystem within the ADGM/
DIFC

Flexibility: Flexible options catering to various investor categories plus multiple fund structures
and licensing options for fund managers

Efficiency: Streamlined regulatory requirements/approvals and fast-track processes for Exempt
Funds and Qualified Investor Funds

Protection: High standards of governance and investor protection

Regulatory Clarity: Clear and transparent regulatory framework tailored under the ADGM's
Financial Services Regulatory Authority (FSRA) and Dubai Financial Services Authority (DFSA) to
various investor types

Tax Efficiency: 0% corporate tax on funds and fund managers operating within ADGM/DIFC

International Standards: ADGM/DIFC operates under English Common Law, ensuring global
acceptance
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Type of Funds

Funds Regime

_ Public Funds Exempt Funds Qualified Investor Funds

Level of regulations

Stringent regulatory
requirements for investor
protection

* Cannot be a VC

* Detailed regulation in line
with I0SCO standards

* Full disclosure in
prospectus

* Ongoing disclosure
obligations

* Less stringent regulatory
requirements than public
funds

* Faster approval process
than for public funds

* Simpler offering document
than for public funds

» Lighter ongoing disclosure
obligations

Least stringent regulatory
requirements

» Streamlined registration
process, with approval
within 5 business days

* No requirement for
detailed prospectus

* Ongoing disclosure
obligations significantly
streamlined

Offering

Public offering or private
placement

Private placement only

Private placement only

Investors/unitholders

» Can be retail investors
* Has, or intends to have,
more than 100 unitholders

» Professional investors only
(typically having experience
+ net worth USD 1,000,000)
or market counterparties

* Has 100 or fewer
unitholders

» Sophisticated professional
investors only (typically
having experience + net
worth USD 1,000,000) or
market counterparties

* Has 50 or fewer unitholders

Minimum initial
investment

Not restricted

USD 50,000

USD 500,000

Registration

Formal fund registration
process to be followed as
per the DFSA Collective
Investment Rules (CIR)

Only registration as a
company and a notification to
DFSA is required

Only registration as a
company and a notification to
DFSA is required
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Funds Structure Options

» Open-ended or closed-ended structures. Nonetheless, typical funds vehicles structures which are available both in ADGM & DIFC
are illustrated as follows:

Open or Closed-ended o . Protected Cell Companies
. Investment Trusts Limited Partnerships :

Investment Companies Incorporated Cell Companies
Open-ended structures Can be used as the basis As in other lending fund PCC and ICC can be used
allow for operating of for funds in ADGM/DIFC. A jurisdictions, limited for structuring purposes.
traditional funds with regular fund manager may appoint partnerships can be used as Fund managers can legally
subscription and redemption an eligible trustee through the basis for funds in ADGM/ segregate the assets and
while close-ended may be a deed to establish an DIFC liabilities of each cell while
used to structure a listed fund investment trust operating under common
vehicle management

Restricted Scope Companies Master Feeder Structure Umbrella Funds
Unique DIFC Special Purpose DIFC Funds may act as a This structure allows for an
Vehicles which benefit master fund, a feeder to a umbrella fund with multiple
from quick and inexpensive foreign fund or as a feeder to distinct funds sub-funds,
incorporation, and limited another ADGM/DIFC fund each with its own investment
public disclosure requirements objective and policy

¢ Can be established as a Domestic Fund within the ADGM/DIFC
e External Fund managed outside ADGM/DIFC but offered to investors within the freezone
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Capital Requirements

DIFC
Capital Required

Base Capital USD 150,000 if managing Credit or USD 150,000 if managing Credit or
Public Fund otherwise: USD 70,000 Public Fund otherwise: USD 50,000

Expenditure Based Capital Minimum [EBCRM] (calculated as OPEX 13/52) (calculated as OPEX 13/52)

Alternatively: if the firm will hold &/or control Client

Money (calculated as OPEX 18/52) (calculated as OPEX 18/52
+Buffer (120%) No Buffer requirement

Total Capital Required in Year 1 (higher of BCR/EBCRM)
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Key Participants in a Fund

Auditor
* An independent external auditor
must audit the fund annually

Fund Manager
« Must be licensed by the FSRA/

DFSA or an equivalent regulator in
a recognized jurisdiction

» Responsible for the day-to-day
management of the fund

Trustee
» Required for funds structured as
trusts

Funds Regime

Fund Administrator

¢ Must be licensed by the FSRA/

DFSA or an equivalent regulator
in a recognized jurisdiction
Responsible for the day-to-day
back-office operation of the
fund

Custodian
Required for Public Funds to
ensure safekeeping of fund
assets
Optional for Exempt Funds
and QIFs, provided adequate
alternative arrangements are in
place
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Fund Managers

Key Regulatory Requirements @

~
Registration, Authorization & Licensing
* Fund Managers must be licensed by the FSRA or DFSA and authorized as an External or Domestic Fund Manager to
manage funds in the ADGM or DIFC
« Funds must be registered with and authorized by the FSRA/DFSA before they can be marketed or sold, except for
certain exemptions
* Fund Managers must have retail endorsement in order to manage public funds
» Detailed application procedures, including submission of a prospectus, fund particulars, and other relevant
documentation, are required
» Fund Managers can delegate certain functions to third-party service providers
- J
) )
Fund Structures - Options Governance & Oversight
* Company: A fund established as an * A clear governance framework is required, including
investment company independent oversight for Public Funds
e Trust: A fund structured as a trust, * Fund Managers: Fund Managers must be authorized
requiring a trustee by the FSRA, with responsibilities for the overall
* Partnership: A fund structured as a management and operation of the fund
limited partnership * Fund Directors: Public funds must have an independent
¢ Protected Cell Companies (PCCs): board of directors to oversee the fund's activities and
Allows segregation of assets and ensure compliance with regulatory requirements
liabilities within the same fund e Custodian: Custodians are required to safeguard the
fund's assets, ensuring they are held separately from
the Fund Manager’s assets
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Key Regulatory Requirements @

Risk Management, Compliance &
Enforcement

Fund Managers must implement robust risk
management frameworks and compliance
systems to identify, assess and manage risks.
Funds and fund managers are required

to comply with the FSRA/DFSA Collective
Investment Rules

The rules are designed to ensure that funds
operating within ADGM/DIFC are managed in a
transparent, accountable, and secure manner,
providing a high level of protection for investors
Adherence to anti-money laundering and
counter-terrorist financing regulations is
mandatory

FSRA/DFSA conducts regular inspections and
audits to ensure compliance with the fund rules
FSRA/DFSA has the authority to impose
sanctions and penalties for non-compliance,
including fines and revocation of authorization
Fund Managers must carry out regular stress
testing to assess the impact of different market
conditions on the fund’s portfolio

\

Fees
* FSRA/DFSA licensing and ongoing supervision

fees vary depending on the type of fund and
fund manager

Disclosure & Reporting

* Fund Managers must meet prospectus
requirements to disclose information about
the fund, including investment strategies,
risks, fees, and governance

» Public Funds must issue a prospectus with
detailed information whereas Exempt Funds
and QIFs are subject to more simplified
disclosure requirements

» Public Funds are required to provide regular
reports to investors, including annual and
semi-annual financial statements

* Fund Managers are subject to ongoing
disclosure, and material changes to the fund’s
operations, investment strategy, or risk profile
must be promptly disclosed to investors

Navigating the UAE’s
Funds Regime
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Fund Managers

Key Regulatory Requirements ©

) )
Valuation, Pricing and Reporting Investor Eligibility Criteria
» Valuation Policies: Funds must have consistent * Investors in Exempt Funds and QIFs must meet
and transparent valuation policies for the definition of a Professional Client as per the
determining the net asset value (NAV) of the FSRA/DFSA Rulebook
fund * Minimum initial subscription amounts:
* Pricing of.U'mts/Sho.res: Clear prqcedur_es » USD 50,000 for Exempt Funds
for the pricing of units or shares, including
redemption and subscription processes » USD 500,000 for QIFs
* Regular valuation of fund assets
 Periodic reporting to investors and the FSRA/
DFSA
- J - J
\

Investor Protection
» Public Funds: Rigorous rules to protect retail investors
+ Exempt and QIFs: Protections tailored to the needs of professional and sophisticated investors
* Mandatory custodian arrangements for most funds to safeguard assets
» Fair Treatment: Rules to ensure fair treatment of investors, including procedures for handling conflicts of interest

* Complaints Handling: Funds must have procedures in place for handling investor complaints
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Fund Managers

Key Regulatory Requirements

\
Investment and Borrowing Restrictions
» Diversification: Public funds must adhere to diversification requirements to limit exposure to any single issuer or group
of issuers
* Leverage: There are restrictions on the use of leverage to manage risk
+ Permitted Investments: There are clear guidelines setting out the types of permissible investments and activities
J
I )
Marketing and Distribution Liquidity Management
* Marketing Rules: Public funds must comply  Liquidity Requirements: Funds must maintain
with specific rules related to the marketing and adequate liquidity to meet redemption requests
promotion of fund units or shares and manage cash flow needs
» Distribution Agents: Fund Managers can use * Redemption Policies: There are clear policies on
of authorized distribution agents to ensure redemption rights and procedures for investors
compliance with marketing and selling practices

10
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ADGM vs DIFC:

Fund & Fund Management

PARTICULARS ADGM DIFC

Fund Set-up Structure

Exempt or Qualified Investor Funds (QIF) or
Public Fund

Minimum subscription - USD 50,000 for Exempt
Fund; USD 500,000 for QIF

Close-ended

Investment Company for GP/LP structure

Funds Regime

Exempt or Qualified Investor Funds (QIF) or
Public Fund

Minimum subscription - USD 50,000 for Exempt
Fund; USD 500,000 for QIF

Close-ended

Investment Company for GP/LP structure

Fund Set-up Fees

FSRA Notifications Fees: USD 1,000 and recuring
annually

Incorporation/Registration Fees - depending on
the structure (Company or LP/GP Structure)

DFSA Notifications Fees: USD 2,000 and
recurring annually

Incorporation/Registration Fees - depending on
the structure (Company or LP/GP Structure)

Fund Manager Structure

Set-up as Private Limited Company
If partnership structure of the Fund, then a GP is
also set-up in addition to the Fund Manager

Set-up as Private Limited Company
If partnership structure of the Fund, then a GP is
also set-up

Fund Manager Licensing Fees
(Application Fee and Supervision Fees)

USD 10,000 (if any fund to be managed is

a Public Fund/Exempt Fund) and recurring
annually

USD 5,000 (if the Funds to be managed will only
be QIF) and recurring annually

USD 5,000 and recurring annually

Incorporation Fee

Commercial License Renewal Fee

USD 22,500 (one-time)

USD 15,500 (recurring annually)

USD 15,000 (one-time)

USD 13,100 (recurring annually)

Mandatory Capital Requirement for
Fund Manager

USD 140,000 if it manages any Public Fund;
USD 70,000 - QIF/Exempt Fund

USD 150,000 if it manages any Public Fund;
USD 50,000 - QIF/Exempt Fund

Total Estimated Timeline

7-9 months

6-8 months

n



Navigating the UAE’s

Meet the Experts

Gail Goring
Partner & Head of Regulatory & Compliance

ail.gorin rethink-hg.com
+97156 8111204

Core Focus

* Banking and Wealth Management

* Block Chain and Digital Currencies/Assets
*  Payment Service Providers

* Governance, Risk, and Compliance

*  AML/CFT and Financial Sanctions/CAMS

Hena Igbal
Senior Director - Regulatory & Compliance Services

hena.igbal@rethink-hg.com
+97152 789 8457

Core Focus

* Corporate Structuring

e Wealth and Fund management and Funds
(including VC)

* Governance, Risk and Compliance

»  AML/CFT and Financial Sanctions

Funds Regime

John Kartonchik
Senior Director - Regulatory & Compliance Services

john.kartonchik@rethink-hg.com
+97152 454 5963

Core Focus

*  Wealth and Asset Management

+ Corporate Governance and Regulatory Risk and
Compliance

* AML and Financial Santions

*  Securities Brokerage, Fund Management and
Operations

Svitlana Burlakova
Director - Regulatory & Compliance Services

svitlana.burlakova@rethink-hg.com
+971 56 330 8565

Core Focus

*  Wealth and Fund Management and Funds
(including VC)

* Insurance and Reinsurance

* Regulatory Oversight and Compliance
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Re/think is an award-winning regional multi-service business advisory and outsourced services firm providing accounting,

regulatory and compliance, tax, audit, HR consultancy and recruitment services to regulated firms, multi- and single-
family offices, and other operating businesses.

Established in the UAE in 2013, the firm has 80+ staff across three offices in Dubai and Abu Dhabi providing clients with
timely, proactive and customized business solutions - from set-up and early development to the latest stages of a

business lifecycle.




.. the way you run your business

www.rethink-hg.com




