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Hedge Funds and other Funds for Accredited Investors

GOING TO THE CAYMAN ISLANDS OR LUXEMBOURG?

Regulatory Regime

Approval Process

Structure of the Fund

Minimum Capital

Eligible Assets

Risk Spreading

Luxembourg (SIF)

Regulated by the Commission de
Surveillance du Secteur Financier
(CSSF)

No prior authorization required.
However, the legal documents,
choice of custodian and directors
must be submitted to the CSSF no
later than one month after the set-up
of the Fund

Contractual Mutual Fund (fonds
commun de placements) or SICAV.
The SICAV may be a joint-stock
company, a limited liability company,
a partnership limited by shares or a
cooperative company

EUR 1,250,000 to be reached within
one year following the issuance of
the license by the CSSF

Unrestricted (any type of assets and
investment strategies are
acceptable)

A maximum of 30% of the net asset
in similar securities issued by the
same issuer unless (i) the issuer is
subject to equivalent diversification
rules; or (ii) the issuer is an OECD
Member State or one of its public
institutions

Short selling, derivatives and OTC
transactions are subject to similar
risks spreading rules

The Cayman Islands

Regulated by the Cayman Islands
Monetary Authority (CIMA)

Required prior launching the Fund.
Issued within one week upon filing
with CIMA of the following
documents: prospectus, registration
form MF1, letter of consents of the
auditors and administrator, evidence
of incorporation, registration fee

Open-ended Exempted Company or
Unit Trust or Partnership. For
example, an exempted company
takes 24 hours to incorporate once
the incorporation documents are filed

N/A

Unrestricted (any type of assets and
investment strategies are
acceptable)

No regulatory restrictions
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(continued) Luxembourg

Thin Capitalization Rules No debt-to-equity ratio

Segregated Sub-Funds Yes

Eligible Investors Accredited Investors:

(i) Institutional Investors

(i) Professional Investors

(iii) Any other investors (x) who
declares in writing that she is
accredited and invests at least
EUR 125,000 in the Fund or (y)
who receives a certificate by a
financial institution certifying
she has sufficient experience in
high risk investments

Minimum Initial Investments EUR 125,000 (or the equivalent) per
investor or less if the investor
receives a certificate by a financial
institution certifying she has
sufficient experience in high risk
investments

Reporting Annual report to be filed with the
CSSF. No obligation to produce
semi-annual report.

Service Providers The Custodian Bank must be a
Luxembourg-based bank or an EU
branch approved by the CSSF

The central administration and the
registered office must be in
Luxembourg

The auditors must be Luxembourg-
based

Investment managers do not need to
be approved by the CSSF. There is
no restriction as to the location of the
investment manager

No specific requirements are defined
in terms of registered prime broker

Public Offering No public offering allowed

European Passport No
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The Cayman Islands

No debt-to-equity ratio
Possible

Sophisticated and high-net-worth
investors who are capable of
understanding the risks and rewards
associated with the Fund and are
able to withstand any adverse
financial consequences

USD 100,000 or the equivalent

Annual report to be filed with CIMA

No regulatory restriction in the
Cayman lIslands on the choice of the
investment manager, administrator,
custodian, broker. The auditors must
be approved by CIMA.

The location of the service providers
must be carefully selected to avoid

regulatory and tax consequences in
other jurisdictions

No public offering allowed

No
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(continued)

Taxation:

. Income Tax
. Capital Gains Tax

. Withholding Tax

. EU Savings Directive

. Annual Subscription Tax

. Benefit from Double Tax
Treaties
. Underlying Investments

Fees and Expenses:

. Registration Fee

. Legal Advisor

. Auditors, Administrator,
Custodian

. Tax Advisor

Luxembourg

N/A
N/A

In principle, no Luxembourg
withholding tax on dividends

The Fund does not, in principle, fall
within the scope of the EU Savings
Directive since it is not a UCITS
Fund

0.01% levied on the quarterly net
asset value

Certain double tax treaties (if in the
form of a SICAV)

The Fund may be subject to
withholding tax on dividends and
interest and to tax on capital gains in
the country of origin of its
investments

EUR 1,250 for a Single Class Fund
EUR 2,650 for an Umbrella Fund

CHF 30,000 (for plain vanilla funds)

To be negotiated

To be negotiated
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The Cayman Islands

N/A
N/A

No Cayman Islands withholding tax
on dividends

The Fund does not, in principle, fall
within the scope of the EU Savings
Directive Fund

N/A
No

The Fund may be subject to
withholding tax on dividends and
interest and to tax on capital gains in
the country of origin of its
investments

USD 4,500 (incorporation of an
Exempted Company, including
government fee)

USD 3,050 (CIMA fund registration
fee)

CHF 30,000 (for plain vanilla funds)
To be negotiated

To be negotiated

lecocqassociate provides legal advice on fund legal structure. We have experience in Swiss,
Luxembourg and Offshore funds.

This summary is for information purpose only; it is neither a legal advice nor an opinion. Please contact
Dominique Lecocq for any questions (dri@lecocgassociate.com).

42, route de Frontenex
1207 Geneva Switzerland

T +41 22 707 93 33
F +4122 786 14 68

home@lecocqgassociate.com
skype : lecocqassociate

© 2008 lecocqassociate




