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2 FINANCIAL SERVICES

2.28 Definition of Financial Product (for misleading and deceptive
conduct prohibition)

2.28.1 Pursuant to Article 41B(2) of the Requlatory Law, a “Financial Product” in
Article 41B of that Law is prescribed to mean an Investment, a Credit Facility,
a Deposit, a Profit Sharing Investment Account or a Contract of Insurance.

7 AUTHORISATION

7.3 Applications for endorsements

Carrying on service with or for a Retail Client

7.3.1 The following requirements must be met by an Authorised Firm for the grant
of an endorsement to carry on a Financial Service with or for a Retail Client:
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(@ the applicant must have adequate systems and controls for carrying
on Financial Services with or for a Retail Client;

(b) the applicant must have adequate systems and controls (including
policies and procedures) to ensure compliance with the requirements
in COB relevant to Retail Clients:

(© the applicant must have adequate systems and controls to ensure that
its Employees remain competent and capable to perform the functions
which are assigned to them, in particular, functions that involve
dealing with Retail Clients; and

(d) the applicant must have adequate Complaint handling policies and
procedures.

Acting as a Trade Repository

7.3.2 The requirements in App 5 must be met by an Authorised Firm for the grant of
an endorsement to act as a Trade Repository.

7.4 Licensed Functions and Authorised individuals

741 (1) Pursuant to Article 43 of the Regulatory Law 2004, the functions
specified in Rules 7.4.2 to 7.4.9 are Licensed Functions.

(23) Fheprohibition-in{(2)-does-not-applytoa A Licensed Function shall

not include a function performed by a registered insolvency
practitioner (subject to the restrictions defined within Article 88 of the
Insolvency Law 2009) if the practitioner is:

€) acting as a nominee in relation to a company voluntary
arrangement within the meaning of Article 8 of the Insolvency
Law 2009;

(b) appointed as a receiver or administrative receiver within the
meaning of Article 14 of the Insolvency Law 2009;

(© appointed as a liquidator in relation to a members’ voluntary
winding up within the meaning of Article 32 of the Insolvency
Law 2009;

(d) appointed as a liquidator in relation to a creditors’ voluntary
winding up within the meaning of Article 32 of the Insolvency
Law 2009; or
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(e) appointed as a liquidator or provisional liquidator in relation to

a compulsory winding up within the meanings of Article 58 and
59 of the Insolvency Law 2009.

(34) Fheprohibition-in{2)-doesnotapply-te A Licensed Function shall not
include a function performed by an individuals appointed to act as
managers of the business of an Authorised Firm or Authorised Market

Institution as directed by the DFSA under Article 88 of the Regulatory
Law 2004 .

8 ACCOUNTING AND AUDITING
8.1 Application

811 & This chapter applies subjeette{2) to every:

a——Authorised Person other than a Representative Office.;

8.1.2
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reference—to“auditor—includereferences—to—an—Auditor—

99(5) of the Regulatory Law, an Authorised Person which is a Representative
Office is hereby exempt from the requirements in Article 99 of the Requlatory
Law relating to the appointment of an Auditor.

Guidance

The DFSA has exercised its power under Article 99(5) of the Regulatory Law to exempt an
Authorised Person which is a Representative Office from the requirements in that Article. As a
result, in accordance with the terms of Article 99(5), the Representative Office also does not
need to comply with other requirements in chapters 4, 5 and 6 of Part 8 of that Law.
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8.2 Financial statements and financial reporting Accounting
standards

8.2.1 An Authorised Person must prepare financial statements for each financial
year of the Authorised Person.

Guidance

1. Chapter 4 of the Islamic Finance Rules (IFR) sets out specific disclosures an
Authorised Person must include in its financial statements when carrying on Islamic
Financial Business.

2. The financial statements prepared by an Authorised Person which is a Branch may be
the financial statements prepared for the Authorised Person’s head office.

8.2.12 An Authorised Person must, except as provided under Rule 8.2.3, prepare
and maintain all financial aceeunts—and statements in accordance with the
International Financial Reporting Standards (IFRS).

8.2.3 (1) An Authorised Firm specified in (2) may prepare and maintain its
financial statements in accordance with IFRS for Small and Medium-
Sized Entities (SMEs) where that standard applies to it.

(2) Authorised Firms specified for the purposes of (1) are:

(@ an Authorised Firm in Category 3B, Cateqgory 3C or Category 4,
which does not hold or control Client Assets or Insurance
Monies; and

(b) an Authorised Firm in Category 4 which is not authorised under
its Licence to carry on the Financial Service of Operating an
Alternative Trading System.

(3) The DFSA may by written notice direct that a particular Authorised Firm
or a specified class of Authorised Firm specified in (2) must prepare and
maintain financial statements in accordance with IFRS rather than IFRS
for Small and Medium Sized Entities.

(4) The DESA may by written notice vary or revoke a direction under (3).

The procedures in Schedule 3 to the Requlatory Law apply to a decision
of the DFSA to give a direction under (3) to a particular Authorised Firm.

@

(6) If the DFSA decides to give a direction under (3) to a particular
Authorised Firm, the Authorised Firm may refer the matter to the FMT
for review.

8.2.4 An Authorised Person must:

(a) ifitis a Body Corporate, have its financial statements approved by the
Directors and signed on their behalf by at least one of the Directors; or
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(b) if it is a Partnership, have its financial statements approved by the
Partners and signed on their behalf by at least one of the Partners.

8.3 Accounting records and regulatory returns

8.3.1 Every Authorised Person must keep Accounting Records which are sufficient
to show and explain transactions and are such as to:

(&) be capable of disclosing the financial position of the Authorised Person
on an ongoing basis; and

(b) record the financial position of the Authorised Person as at its financial
year end.

8.3.2 Accounting Records must be maintained by an Authorised Person such as to
enable its Governing Body to ensure that any aceeunts financial statements
prepared by the Authorised Person comply with the legislation applicable in
the DIFC.

8.3.3 An Authorised Person’s Accounting Records must be:

(&) retained by the Authorised Person for at least ten-six years from the
date to which they relate;

(b) at all reasonable times, open to inspection by the DFSA or the Aauditor
of the Authorised Person; and

(c) if requested by the DFSA capable of reproduction, within a reasonable
period not exceeding 3 business days, in hard copy and in English.

8.3.4 All regulatory returns prepared by the Authorised Firm must be prepared and

submitted in accordance with the requirements set out in PIB or PIN as
applicable.

Changes-to-the financiabyrearend-Financial years

8.3.5 (1) The first financial year of an Authorised Firm which is a Domestic Firm
starts on the day on which it is incorporated and lasts for such period
not _exceeding 18 months as may be determined by its Directors or
Partners.

(2) An_Authorised Firm which is a Domestic Firm must as soon as
practicable after it has made a determination under (1) notify the DFSA
of the end date determined for its first financial year.

(3) The second and any subsequent financial year of an Authorised Firm
which is a Domestic Firm shall, except as provided in Rule 8.3.6, start at
the end of the previous financial year and shall last for 12 months or
such other period which is within 7 days either shorter or longer than 12
months as may be determined by its Directors or Partners.
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8.3.56 (1) #-an An Authorised Firm which is a Domestic Firm may only and-intends
te change its financial year end from a period provided for under Rule
8.3.5(3) with—it—must—oebtain the DFSA’s prior consent—befere

implementing-the-change.

(2) The application for consent must be in writing and include the reasons
for the change.

(3) The DFSA may require the Authorised Firm to obtain written
confirmation from its Aauditor that the change of financial year end
would not result in any significant distortion of the financial position of
the Authorised Firm.

8.3.67 If an Authorised Firm is not a Domestic Firm and intends to change its

financial year, it must provide the DFSA with reasonable advance notice prior
to the change taking effect.

8.4 Appointment and termination of aAuditors

8.4.1 An Authorised Person must:

€) notify the DFSA of the appointment of an Aauditor_by completing and
submitting the appropriate form in AFN—ircluding—the—nhame—and

(b) prior to the appointment of the Aauditor, take reasonable steps to
ensure that the Aauditor has the required skills, resources and
experience to audit the business of the Authorised Person for which
the Auditor has been appointed; and

(© if it is a Domestic Firm, ensure that the Aauditor, at the time of
appointment and for the duration of the engagement as—auditor, is
registered with the DFSA as a Registered Auditor.

8.4.2 An Authorised Person must notify the DFSA immediately if the appointment of
the Aauditor is or is about to be terminated, or on the resignation of its
Aauditor, by completing and submitting the appropriate form in AEN giving-the

reasensiorthe-cessation-of the-appointment.

8.4.3 An Authorised Person must appoint an Aauditor to fill any vacancy in the
office of Aauditor and ensure that the replacement Aauditor can take up office
at the time the vacancy arises or as soon as reasonably practicable.

8.4.4 (1) An Authorised Person must take reasonable steps to ensure that the
Auditor and the relevant audit staff of the Aauditor are independent of
and not subject to any conflict of interest with respect to the Authorised
Person.

(2) An Authorised Person must notify the DFSA if it becomes aware, or
has reason to believe, that the Auditor or the relevant audit staff of the
Auditor are no longer independent of the Authorised Person, or have a

6
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conflict of interest which may affect their judgement in respect of the
Authorised Person.

Guidance

1. An_Authorised Person should consider whether there is any financial or personal
relationship between it or any of its relevant Employees and the Auditor or any of the
relevant Employees of the Auditor that may affect the judgement of the Auditor when
conducting an audit of the Authorised Person or complying with all its legal
obligations, including the Regulatory Law, AUD, AML and other relevant modules of

the DFSA Rulebook Fhe—relevant—staff of an—auditor—are—independent—if—their

2. An Authorised Person should consider rotating the appointed relevant staff of the
Aauditor on a reqular basis everyfive-years to ensure that the relevant staff of the

Aauditor remains independent.

8.4.5 If requested by the DFSA, an Authorised Person which carries on Financial
Services through a Branch must provide the DFSA with information on its
appointed or proposed Aauditor with regard to the Auditor'sauditers, skills,
experience and independence.

8.5 Co-operation with Aauditors

8.5.1 An Authorised Person must take reasonable steps to ensure that it and its
Employees:

@) provide any information to its Auditor that its Auditor reasonably
requires, or_is entitled to receive as Auditor—such-assistance-as-the

auditorreasonablyreguiresto-discharge-its-duties;

(b) give the Aauditor right of access at all reasonable times to relevant
records and information within its possession;

(©) allow the Auditor to make copies of any records or information referred

to in (b);

(ed) do notinterfere with the Aauditor’s ability to discharge its duties;
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(e) report to the Aauditor any matter which may significantly affect the
financial position of the Authorised Person-; and

) provide such other assistance as the Auditor may reasonably request
it to provide.

Functionofthe-auditor Audit reports

An—Adthorised—Firm—or—Audthorised—Marketnstitution,—as—applicable;_ An

Authorised Person must, in writing, require its Aauditor to:

(@ conduct an audit of and produce a Financial Statement Auditor’s
Report on the Authorised Person’s financial statements in accordance
with the International Standards on Auditing;

(b) produce a Reqgulatory Returns Auditor’s Report in accordance with the
Rules in AUD Appl as relevant;

©) produce, if the Authorised Firm is permitted to control or hold Client
Money, a Client Money Auditor's Report in accordance with the Rules

in AUD App2;

(@) produce, if the Authorised Firm is permitted to control or hold
Insurance Monies, an Insurance Monies Auditor's Report in
accordance with the Rules in AUD App3; and

(e) produce, if the Authorised Firm is permitted to hold or control Client
Investments, Arrange Custody or Provide Custody in or from the DIFC,
a_Safe Custody Auditor's Report in respect of such business as
applicable, in accordance with the Rules in AUD App4.

Guidance

For the purposes of Rule 8.6.1(a) the financial statements of an Authorised Person which is a
Branch may be the financial statements prepared for the Authorised Person’s head office.
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8.6.2 An Authorised Person must submit any auditer's reports produced by its
Auditor that are and-financial-statements-required by this chapter to the DFSA
within four months of the Authorised Person’s financial year end.

8.6.3 (1) Hregquested—aAn Authorised Person must, subject to (2), upon request

by any Person, provide teo—any—Persen—a copy of its most recent
audited aeecounts financial statements, together with the Financial

Statement Auditor's Report to the Person auditer'srepertreferred-to-in
Rule—8.6-1(b). If the copy is made available in printed form, the

Authorised Person may make a charge to cover reasonable costs
incurred in providing the copy.

(2) The requirement in (1) does not apply to an Authorised Firm which:

(@) isin Category 3B, Category 3C or Category 4; and

(b) does not hold or control Client Assets or Insurance Monies.

Guidance

An Authorised Person should be aware that there may be other legislation applicable to it that
may require the Authorised Person to provide access to all or part of its financial statements.
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11  SUPERVISION

11.5 Changes to an authorised individual status

Guidance

This section addresses applications or requests regarding Authorised Individuals with respect
to Article 53(3), 542} 56(3), 58(23) and 58(34).

11.5.3 A request for the variation or withdrawal of a condition or restriction may only
be made after the expiry of any period within which an-appeal a reference to

the Regulatery-Appeals-Committee FMT relating to the relevant condition or

restriction may commence under Article 2928.

Guidance

2 In considering the suitability of such an application or request the DFSA may take
into account any matter referred to in RPP with respect to fitness and propriety for
Authorised Individuals.

19
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Objection or conditional approval process

11.8.7 (1) Where the DFSA proposes to exercise its objection or conditional
approval power pursuant to Rule 11.8.5(2)(b) or (c) in respect of a
proposed acquisition of, or an increase in the level of control in, an
Authorised Firm, it must, as soon as practicable and in any event
within 90 days of the receipt of the duly completed application form,
provide to the applicant:

@) a written notice stating:

0] the DFSA’s reasons for objecting to that Person as a
Controller or to the Person’'s proposed increase in
control; and

(i) any proposed conditions subject to which that Person
may be approved by the DFSA; and

(b) an opportunity to make representations within 14 days of the
receipt of such notice or such other longer period as agreed to
by the DFSA.

(2) The DFSA must, as soon as practicable after receiving
representations or, if no representations are received, after the expiry
of the period for making representations referred to in (1)(b), issue a
final notice stating that:

(@) the proposed objections and any conditions are withdrawn and
the Person is an approved Controller;

(b) the Person is approved as a Controller subject to conditions
specified in the notice; or

© the Person is not approved and therefore is an unacceptable
Controller with respect to that Person becoming a Controller of,
or increasing the level of control in, the Authorised Firm.

3) If the DFSA decides to exercise its power under this Rule not to
approve a Person as a Controller or to impose conditions on_an
approval, the Person may refer the matter to the FMT for review.

20
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Other Powers relating to Controllers

11.8.13 (1) Without limiting the generality of its other powers, the DFSA may,
subject only to (2), object to a Person as a Controller of an Authorised
Firm where such a Person:

€)) has acquired or increased the level of control that Person has
in an Authorised Firm without the prior written approval of the
DFSA as required under Rule 11.8.4;

(b) has breached the requirement in Rule 11.8.8 to comply with
the conditions of approval applicable to that Person; or

(©) is no longer acceptable to the DFSA as a Controller.

(2) Where the DFSA proposes to object to a Person as a Controller of an
Authorised Firm under (1), the DFSA must provide such a Person
with:

(@) a written notice stating:

0] the DFSA’s reasons for objecting to that Person as a
Controller; and

(i) any proposed conditions subject to which that Person
may be approved by the DFSA; and

(b) an opportunity to make representations within 14 days of the
receipt of such objections notice or such other longer period as
agreed to by the DFSA.

3) The DFSA must, as soon as practicable after receiving
representations, or if no representations are made, after the expiry of
the period for making representations referred to in (2)(b), issue a final
notice stating that:

(@) the proposed objections and any conditions are withdrawn and
the Person is an approved Controller;

(b) the Person is approved as a Controller subject to conditions
specified in the notice; or

(© the Person is an unacceptable Controller and accordingly,
must dispose of that Person’s holdings.

4) Where the DFSA has issued a final notice imposing any conditions
subject to which a Person is approved as a Controller, that Person
must comply with those conditions.

(5) Where the DFSA has issued a final notice declaring a Person to be an
unacceptable Controller, that Person must dispose of the relevant
holdings within such period as specified in the final notice.

21
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(6) The DFSA must also notify the Authorised Firm of any decision it has
made pursuant to (3).

(€8] If the DFSA decides to exercise its power under this Rule to object to
a Person as a Controller, to impose conditions on an approval or to
require a Person to dispose of their holdings, the Person may refer the
matter to the FMT for review.

Guidance

12— Sections 3.2.34 and 3.2.37 of the RPP Sourcebook set out the matters which the

DFSA takes into consideration when exercising its powers under Rule 11.8.13.

11.9 Creation of additional cells of a protected cell company for
an Insurer

The DFSA may:

€)) grant approval,

(b) grant approval with conditions or restrictions; or
(© refuse approval;

for the creation of a new Cell.

The procedures in Schedule 3 to the Regulatory Law apply to a
decision of the DFSA under (1)(b) and (c).

If the DESA decides to exercise its power under (1)(b) and (c), the
Insurer may refer the matter to the FMT for review.
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11.10 Notifications

11.10.5 (1) The DFSA may in-its—abselute-diseretion; object to the establishment
by a Domestic Firm of a branch office elsewhere in the world. Upen

objecting—to—the—establishment-of abranch—office—the DFSA-—must

(2) If the DFSA objects to the firm establishing a branch anywhere in the
world the firm may not proceed with establishment of such a branch.

(3) The procedures in Schedule 3 to the Regulatory Law apply to a
decision of the DFSA under (1).

(4) If the DFSA decides to exercise its power under (1), the Domestic
Firm may refer the matter to the FMT for review.

11.10.6

11.10.11 (1) The DFSA may, for the purposes of the requirements in this section,
require from an Authorised Firm any additional information relating to
the Major Acquisition as it may consider appropriate. An Authorised
Firm must provide any such additional information to the DFSA
promptly.

23
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(2) The DFSA may, where it considers appropriate, withdraw its no
objection position or modify or vary any condition it has imposed or
any remedial action it has required under the Rules in this section.
“."l'e'e. H-forms-the HEW that .SHGI' aR-action-srequire d. the b S ‘. vl
I"SE. gneﬁ t9 the-- :utllel ||se'el Fim elel'leeteel by E_I'at decision-pHoFwitien

Guidance

The DFSA will generally not withdraw a no objection position it has conveyed to an
Authorised Firm, except in very limited circumstances. An example of such a situation is
where the Authorised Firm is found to have provided to the DFSA inaccurate or incomplete
information and that commission or omission has a material impact on the DFSA’s no
objection decision.

(1) The procedures in Schedule 3 to the Regulatory Law apply to a

decision of the DFSA under Rules 11.10.9, 11.10.10 and 11.10.11 to
object to an acquisition or to impose or vary conditions.

(2) If the DFSA decides to exercise its power under Rule 11.10.9,
11.10.10 or 11.10.11 to object to an acquisition or to impose or vary
conditions, the Authorised Firm may refer the matter to the FMT for
review.
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