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BACKGROUND
Since the implementation of the India-Mauritius tax treaty in 1983, Mauritius has 
predominantly been the gateway for foreign investments into India, and a 
popular jurisdiction for Indian Fund Managers.

WHAT’S CHANGING?
In its recent Budget, India introduced major changes to its domestic tax law, 
which is likely to have a significant impact on Indian Fund Managers who have 
established businesses in Mauritius or are reviewing Mauritius as a possible 
new domicile for funds.

INDIA - MAURITIUS TAX TREATY RENEGOTIATED

OECD BASE EROSION AND PROFIT SHIFTING (BEPS)

GENERAL ANTI-AVOIDANCE REGULATIONS (GAAR) EFFECTIVE APRIL 2017

PLACE OF EFFECTIVE MANAGEMENT

The impact of the combination of these changes is to place ‘substance’ ahead 
of ‘form’. Going forward, managers and funds will benefit from being in the 
same location.

HOW DO THE CHANGES IMPACT INDIAN FUND 
MANAGERS?
To offer all new Fund Managers a cost-effective option to establish and 
maintain a business in the DIFC, we have made some exciting changes to our 
business set-up fees:

THINK CAREFULLY BEFORE
CHOOSING THE JURISDICTION

FOR THEIR FUNDS

PLACE ACTUAL SUBSTANCE OR
‘EFFECTIVE MANAGEMENT’
IN THE FUND JURISDICTION

FUTURE-PROOF THE
JURISDICTION CHOICE BASED

ON CURRENT AND FUTURE
DOMESTIC TAX LAW PRACTICES



0504

WHY IS PLACE OF EFFECTIVE MANAGEMENT 
(POEM) IMPORTANT?
POEM is the place where key management and commercial decisions that are 
necessary for the conduct of the business of an entity as a whole are, in 
substance, made.

TYPICAL CONSIDERATIONS FOR FUND STRUCTURES IN THE CHOICE OF JURISDICTION

OUTSIDE INDIA

IN INDIA

OFFSHORE FUND MANAGERMANAGEMENT
SERVICES

AGREEMENT

FUND

• Preferably set up in a 
jurisdiction where the 
investment is set up

• Need to have appropriate 
‘people’ and ‘infrastructure’- 
i.e. substance

• Involved in recommendations 
on investment/divestment 
decisions of the investment 
vehicle

• Setting up of investment 
vehicle in selected jurisdiction 
based on commercial reasons

• Investment vehicle’s 
governance to be controlled
by non-residents

• All key decisions relating to 
the investment vehicle to be 
made outside of India

INDIAN ADVISOR

• Provide non-binding 
investment advisory services

• Should not make key decisions 
(e.g. investment/divestment) 
on behalf of the investment 
vehicle

PORTFOLIO COMPANY
(INVESTMENT IN INDIA)

ADVISORY 
SERVICES

AGREEMENT
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WHY THE DIFC?
Fund Managers must take a holistic view of the advantages provided by 
jurisdictions. As the region’s leading financial hub, we believe the DIFC 
provides the Indian Fund Management industry with a unique set of 
commercial benefits for cross-border investment, and a base for the effective 
management of core functions.

CORPORATE TAX ON PROFITS

AVAILABILITY OF TALENT,
ACCEPTANCE TO RELOCATE

DIFC SPECIAL OFFER FUND
MANAGEMENT INCENTIVE

WORLD LEADING
INFRASTRUCTURE

GEOGRAPHIC PROXIMITY
TO INDIA

0%

$

REGIONAL CAPITAL RAISING
OPPORTUNITIES

INCREASED EXTERNAL
INVESTMENT OPPORTUNITIES

FAST FUND ESTABLISHMENT

DIFC FUNDS MARKETABLE
IN EUROPE UNDER PP REGIMES

LOW COST FUND 
ESTABLISHMENT



INDIA AND THE DIFC
India has very strong business and commercial ties with the UAE. The DIFC Fund 
regime continues to be very attractive for investors from a regulatory 
standpoint, and given the additional benefit of no capital gains tax, and its 
geographical proximity, it offers Fund managers a strong alternative jurisdiction 
to domicile funds and host core operations.
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JOIN THE DIFC COMMUNITY
We hope you join us on the journey to becoming one of the world’s leading 
Wealth and Fund Management hubs.

We appreciate that moving or setting up a new jurisdiction and fund domicile 
can be a complex one, so we work with a range of independent advisors who 
can help.

Our specialised team offer no-obligation help. For more information, please 
contact: setup@difc.ae, we’ll get back to you within 48 hours.



GATEWAY TO GROWTH
ADVANCE. ENGAGE. ENJOY.T. +971 4 362 2222

E. setup@difc.ae

Join the conversation
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