VARA Compliance Guide: Licensing, Cybersecurity,
and Virtual Asset Regulation in Dubai

Dubai has strengthened its position as a global innovator in digital assets, attracting crypto
exchanges, Web3 startups, token issuers, and virtual asset platforms from around the world.
The authority overseeing this fast-growing ecosystem is the Virtual Assets Regulatory
Authority (VARA). Whether a company is building a trading platform, offering custodial
services, launching tokens, or targeting Dubai users from another country, VARA compliance is
a mandatory requirement.

In this guide, we explore how VARA licensing works, why it matters for virtual asset
companies, and what organizations—especially those operating from the United States—must
understand before entering the Dubai market.

What Is VARA?

The Virtual Assets Regulatory Authority serves as Dubai’s dedicated regulator for all virtual
asset activities. It was created to bring clarity, transparency, and high Femto Security standards
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to a market that has historically faced volatility and regulatory uncertainty. VARA's objective is to
ensure that innovation continues while users remain protected, market integrity is maintained,
and operations are supervised through a structured framework.

Why VARA Compliance Matters

VARA compliance is more than a regulatory formality—it is a demonstration of operational
maturity and responsibility. Companies that fail to meet VARA requirements may face heavy
penalties, suspension of activities, or complete removal from the market.

Because Dubai intends to become a globally trusted hub for Web3, blockchain, and virtual
assets, the regulatory environment prioritizes strong governance, proper financial conduct, and
a high level of cybersecurity readiness. Organizations that meet these standards earn credibility
not only within Dubai but across international markets.

Who Needs VARA Licensing?

Any company dealing with VARA virtual assets in Dubai needs a license before operating
legally. This includes:

e Crypto exchanges and DEX platforms

e Custodial wallet providers

e OTC brokers and trading desks

e \Web3 and blockchain infrastructure companies

e NFT platforms and token issuers

Advisory and consulting firms providing virtual asset-related services

Even if a business is located outside Dubai—including in the it must still comply with VARA
licensing if it markets to or serves customers within Dubai’s jurisdiction.

Stages of VARA Licensing

Initial Approval
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The licensing journey begins with an initial approval stage where VARA examines the business
model, financial capability, governance structure, and risk profile. This phase determines
whether the company is suitable for further evaluation.

MVP (Minimum Viable Product) License

Once initial approval is granted, the firm can apply for an MVP license. This allows the
organization to begin limited operations while completing its security, compliance, and
operational setup. Under this license, the company operates under close regulatory supervision
and must demonstrate meaningful progress toward full readiness.

FMP (Full Market Product) License

The final stage is the Full Market Product license, which is awarded after the company
provides evidence of complete operational maturity. This includes documented processes,
strong technical controls, completed audits, stable infrastructure, and a proven ability to meet
VARA's ongoing reporting obligations.

Cybersecurity Requirements Under VARA

Cybersecurity is at the core of VARA compliance. Virtual asset companies face higher risks due
to the nature of blockchain transactions, smart contracts, and digital wallets. VARA requires a
sophisticated cybersecurity posture that includes continuous monitoring, penetration testing,
secure software development practices, incident response readiness, and protection against
both internal and external threats.

Organizations must clearly demonstrate that they can safeguard user funds, prevent
unauthorized access, and maintain uninterrupted services. For many companies—especially
startups or firms entering Dubai from the US—this standard often requires expert guidance.

The Role of a vCISO in Achieving VARA Compliance

A virtual Chief Information Security Officer (vCISO) helps companies align their operations with
VARA's expectations. They design cybersecurity policies, oversee compliance documentation,
manage risk assessments, validate smart contract and API security, and ensure that all controls
are maintained consistently.

For organizations that do not have an internal security team or are expanding from regions with
different regulatory frameworks, a vCISO plays a vital role in building and protecting a compliant
operating environment.
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Why VARA Licensing Is Important for US-Based Companies

Businesses in the Dubai often operate globally, meaning their platforms might onboard users
from Dubai without realizing it. If the company offers services related to virtual assets and
makes them accessible within Dubai’s jurisdiction, VARA Framework becomes
mandatory—even if the business has no physical presence in the UAE.

For US Web3 startups, securing VARA licensing provides access to Dubai’s growing digital
asset market and enhances credibility among global users, investors, and partners.

The Future of VARA and the Virtual Assets Market

Dubai is continuously expanding its regulatory framework to accommodate new digital trends

such as tokenized real-world assets, advanced DeFi ecosystems, cross-chain technology, and
Web3 identity frameworks. Companies that invest in compliance today will be better prepared

for future regulations and emerging market opportunities.

Frequently Asked Questions (FAQS)

What is the purpose of VARA?

VARA was established to regulate virtual asset activities in Dubai, ensuring responsible
innovation, user protection, and financial integrity.

Does VARA apply to companies outside Dubai?

Yes. If a business serves Dubai-based users or operates platforms accessible in the jurisdiction,
it must comply with VARA regulations—even if the company is located in the US or elsewhere.

Which businesses need VARA licensing?

Exchanges, custodians, token issuers, NFT creators, Web3 infrastructure providers, and
advisory firms involved in virtual assets must secure a VARA license before operating.

How long does it take to obtain VARA licensing?

Timelines vary based on the company’s readiness, documentation, and technical maturity.
Businesses with strong governance and cybersecurity often progress faster through the
approval stages.
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Why is cybersecurity emphasized in VARA compliance?
Virtual asset operations involve high-risk environments that attract hackers. VARA requires

companies to prove they can protect user data, funds, and infrastructure through continuous
monitoring and robust security practices.

Is a vCISO mandatory for VARA compliance?

While not mandatory, many companies choose to work with a vCISO to meet the complex
security and regulatory requirements efficiently.

Are NFTs and tokens regulated under VARA?
Yes. NFTs and tokens fall under VARA rules if they are connected to trading, investment,
financial utility, or commercial activity.

What happens if a company violates VARA requirements?

Non-compliance can result in fines, operational restrictions, license suspension, or permanent
bans from Dubai’s virtual asset market.
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