Appendix 1

In this appendix underlining indicates proposed new text and striking through indicates deleted
text.

This appendix highlights (by footnotes) amendments to the text that were previously proposed
under Consultation Paper No. 90 (RAC/FMT) and Consultation Paper No. 91 (Audit Regime).

Further please note that the numbering of Articles is provisional and will be adjusted in the final
text to take into account the numbering in the Law as at that date.

Readers should also note that footnotes are included for information purposes only and are not
part of the legislative proposals.

REGULATORY LAW
DIFC LAW No.1 of 2004




PART 2: THE DFSA

NB - From this point on all changes are those proposed under Consutlation Paper
No. 94 unless footnoted otherwise.

CHAPTER 1- THE STRUCTURE OF THE DFSA

8. The Powers, Functions and Objectives of the DFSA
(€
(@) In exercising its powers and performing its functions, the DFSA shall take into

consideration the following guiding principles, being the desirability of:

@) pursuing the objectives of the DIFC as set out under Dubai Law in so
far as it is appropriate and proper for the DFSA to do so;

(b) fostering the development of the DIFC as an internationally respected
financial centre;

(©) co-operating with and providing assistance to regulatory authorities in
the United-Arab-Emirates State and other jurisdictions; *

(d) minimising the adverse effects of the activities of the DFSA on
competition in the financial services industry;

(e) using its resources in the most efficient way;
()] ensuring the cost of regulation is proportionate to its benefit;

(0) exercising its powers and performing its functions in a transparent
manner; and

(h) complying with relevant generally accepted principles of good
governance.

9. Structure of the DFSA?
The DFSA shall be made up of:

€)] the Chairman of the DFSA;

L 1t is proposed to delete references to the “United Arab Emirates” and insert instead the “State” (with a
definition of that term in Schedule 1) as this is the normal practice in UAE Laws.
% The amendments proposed to this provision are those proposed under CP90 and no further amendments
are proposed under this consultation.
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(b) the DFSA Board of Directors;

{d)(c) the Financial Markets Tribunal ef appointed by the DFSA Board of Directors;

{e)(d) the Chief Executive and members of his staff; and

H(e) otherany DFSA committees as may be duly appointed from time to time.

CHAPTER 2 - THE DFSA BOARD OF DIRECTORS

20. The Powers and Functions of the DFSA Board of Directors

@ The general powers and functions of the DFSA Board of Directors are to:

(a)

(b)

(©)
(d)

(€)

ensure that the DFSA exercises its statutory powers and performs its
statutory functions in accordance with its objectives;

make policies relating to the regulation of financial services and related
activities and any other matters over which the DFSA has exclusive
jurisdiction;

review the performance of the Chief Executive;

give the Chief Executive written directions as to the furtherance of any
of the DFSA’s objectives or the performance of any of the Chief
Executive’s statutory functions. Such written directions shall not
constitute Rules;

arrange for the DFSA to enter into binding and non-binding
arrangements, including memoranda of understanding and co-operation
with similar bodies provided they do not conflict with the treaties to
which the United-Arab-Emirates State is a party; and



NB - From this point on changes to the new provisions proposed under CP90 are
shown in the usual manner.

CHAPTER 4 -THE FINANCIAL MARKETS TRIBUNAL

26. Constitution of the Financial Markets Tribunal

1) The DFSA shall maintain a tribunal of the DFSA called the Financial Markets
Tribunal (referred to as the “FMT™).

2 The DFSA Board of Directors:

@) shall appoint persons for fixed terms to serve as the president and
members of the FMT; and

(b) may reappoint the president or any of the members for further fixed
terms.

3 None of the following persons shall be the president or a member of the FMT:
@ the Chairman of the DFSA;

(b) the Chief Executive of the DFSA; or

(© any other Board Member, director, officer, employee or agent of the
DFSA or of any other agency or body of the DIFC established under
Dubai Law.

4) The president and members of the FMT shall have relevant qualifications,
expertise and experience in the regulatory aspects of financial services and
related activities.

%) The DFSA Board of Directors may dismiss the president or any of the members

of the FMT for just cause. For the purpose of this Article, just cause means
inability, incapacity or misbehaviour.

27. Powers and Functions of the FMT

1)

(2)

3)

The powers and functions of the FMT are to hear and determine references and
regulatory proceedings as prescribed in Chapter 5 of Part 2.

The FMT may do whatever it deems necessary for or in connection with, or
reasonably incidental to, performing its functions and exercising its powers
conferred for the purposes of Article 27(1), including the giving of directions as
to practice and procedure to be followed in the FMT in the hearing and
determination of references or regulatory proceedings.

The president of the FMT may establish one or more panels of the FMT to
exercise the powers and perform the functions of the FMT.
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(4)

)

(6)

The president of the FMT or the chairman of a panel appointed to hear and
determine a reference or regulatory proceeding may make any procedural order
or order granting interim relief that the FMT has the power to make.

For the purpose of a reference or regulatory proceeding, the president of the
FMT or the chairman of a panel appointed to hear and determine the
proceeding:

(@) may appoint one or more persons, who shall be independent and an
expert in their field, to assist the FMT in deciding any of the issues
arising in the proceeding, including assistance in the examination of the
parties’ experts and witnesses; and

(b) shall provide the parties with an opportunity to make submissions on
the expert’s assistance and shall mentien record in its decision the
issues on which, and the extent to which, such assistance was relied
upon by the FMT.

Subject to the Law and Rules, the FMT may make rules of procedure governing
the commencement, hearing and determination of references and regulatory
proceedings, including as to:

@) rules of evidence;

(b) the manner in which powers may be exercised,;

(c) the manner in which conflicts of interest of members of the FMT may
be prevented:;

(d) the manner in which an FMT appointed expert may provide assistance
to the FMT;

(e) notification to the Chief Executive of the commencement of a reference
or regulatory proceeding; and

(f) the manner in which the Chief Executive may appear and be heard in
the reference or regulatory proceeding.



CHAPTER 5 - PROCEEDINGS IN THE FINANCIAL MARKETS TRIBUNAL
28.  References®
1) In this Chapter, unless the context provides otherwise:

@) a ‘reference’ is a proceeding before the FMT to review a decision of the
DFSA under this Article; and

(b) an ‘officer, employee or agent’ of a person includes a person who
proposes to become an officer, employee or agent of a person.

2 The FMT has jurisdiction to hear and determine any reference where a
provision of this Law, the Rules or any other legislation administered by the
DFSA provides that a matter may be referred to the FMT for review. :*

® The CP 90 version of this provision has been amended by the addition or deletion of text.

* 1t is proposed to delete this list of matters that can be referred to the FMT (which is the text as it
appeared in CP 90). Instead, it is proposed that each individual power will specify whether the matter can
be referred to the FMT.
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(3)

(4)

()

A person may commence a reference to the FMT only in circumstances where
the FMT has jurisdiction to hear and determine the reference under this Article.

A reference must be commenced:

@) within 30 days of the relevant decision of the DFSA; or

(b) within such further period not exceeding 30 days as may be approved
by the FMT where it is satisfied that such approval is appropriate in the

circumstances.

At the conclusion of a reference, the FMT may do one or more of the
following:



(@)

(b)

(©

(d)

(€)

(M)

affirm the original decision of the DFSA which is the subject of the
reference;

vary that original decision;

set aside all or part of that original decision and make a decision in
substitution;

decide what, if any, is the appropriate action for the DFSA to take and
remit the matter to the Chief Executive;

make such order in respect of any matter or any of the parties which it
considers appropriate or necessary in the interests of:

(1 the DFSA’s regulatory objectives; or
(i) the DIFC; or
issue directions for giving effect to its decision, save that such

directions may not require the DFSA to take any step which it would
not otherwise have the power to take.

29. Regulatory proceedings

1) In this Chapter, unless the context provides otherwise, a ‘regulatory
proceeding’ is a proceeding before the FMT to hear and determine an issue of a
regulatory nature as prescribed under the Law or the Rules or any other
legislation administered by the DFSA.

2 The FMT has jurisdiction to hear and determine any regulatory proceeding as

may-be-preseribed-under where a provision of the Law, the Rules, or any other
legislation administered by the DFSA provides that the FMT may hear and

determine a requlatory proceeding relating to a matter.’

3 The DFSA or any other person may commence a regulatory proceeding in the
FMT only in circumstances where the FMT has jurisdiction pursuant to this
Article to hear and determine the matter.

(@) A regulatory proceeding may be brought either:

(a)

(b)

by the DFSA; or
by another person with:

(1) sufficient interest in the matter to which the regulatory
proceeding relates; and

® This proposed change is simply to ensure the drafting is consistent with that in Article 28(2).
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Q)

(i) the consent of the DFSA or, where such consent is denied, with
the consent of the FMT.

At the conclusion of a regulatory proceeding, the FMT may do one or more of
the following:

@) declare that a person has committed a contravention of a specified
provision;

(b) impose a fine on a person in respect of a contravention, of such amount
as it considers appropriate;

) censure the person by any means, including by way of publishing a
notice of censure;

(d) make an order requiring the person to effect restitution or compensate
any other person for such period and on such terms as the FMT may
direct;

(e) make an order requiring the person to account for, in such form and on
such terms as the FMT may direct, such amounts as the FMT
determines to be profits arising from wrongdoing or any other form of
unjust enrichment as determined by the FMT;

()] make an order requiring the person to cease and desist from such
activity as the FMT may stipulate;

(0 make an order requiring the person to do an act or thing;

(h make an order prohibiting the person from holding office at any body
corporate carrying on business in the DIFC; or

(i) make a finding, declaration or order of a type prescribed under the
Law, Rules or any other legislation administered by the DFSA.

30.  Conduct of a reference or regulatory proceeding

(1)

()

3)

In this Article, unless the context otherwise provides, a “proceeding” is a
reference or a regulatory proceeding.

A person shall commence a proceeding by giving the FMT a written notice in
the form provided for in the rules of procedure of the FMT.

Subject to Article 30(5), on the commencement of a proceeding, the president
of the FMT shall, without undue delay:

©)] select and appoint a panel of one or more members of the FMT to
exercise the powers and perform the functions of the FMT to hear and
determine the matter; and
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(4)

)

(6)

(b)

appoint a panel member to be the panel chairman.

For the purpose of Article 30(3), the president of the FMT may appoint himself
as the chairman or as a member of a panel in a proceeding.

(@)

(b)

Where:
Q) a proceeding is commenced before the FMT;

(i) there are common parties or there is a common question of law
or fact in any other proceeding commenced before the FMT,;
and

(iii)  the president of the FMT is satisfied that it is in the interests of
justice and efficiency and is in the interests of the DIFC to
make a direction under this Article;

the president of the FMT may direct that:

(iv) the proceedings be consolidated, heard and determined by the
FMT constituted as a single panel, on such terms as the
president may direct;

(v) the proceedings are to be heard at the same time, or one
following another; or

(vi)  aproceeding is to be stayed until the determination of another.

Where two or more original proceedings are consolidated into a single
proceeding under Article 30(5)(a) the FMT panel constituted for the
consolidated proceeding shall, in hearing and determining issues
relevant to each of the original proceedings, have the same powers in
relation to those issues as the FMT panel would have had in the original
proceedings.

In hearing and determining a proceeding, the FMT may:

(@)

(b)

(©)

receive and consider any evidence by way of oral evidence, written
statements or documents, even if such evidence may not be admissible
in civil or criminal proceedings in a court of law;

determine the manner in which such evidence is received by the FMT,;

where the proceeding is a reference, consider any evidence relating to
the subject-matter of the reference, whether or not such evidence was
available to the DFSA at the time of the decision to which the
reference relates;



(7)

(8)

©)

(10)

(11)

(12)

(d) by notice in writing require a person to attend before it at any sitting
and to give evidence and produce any item, record or document in his
possession relating to the subject matter of the proceeding;

Q) administer oaths;

()] examine or cause to be examined on oath or otherwise a person
attending before it and require the person to answer truthfully any
guestion which the FMT considers appropriate for the purpose of the
proceeding;

(0)] order a witness to provide evidence by sworn statement for the purpose
of the proceedings;

(h) order a person not to publish or otherwise disclose any material
disclosed by any person to the FMT;

Q) where the proceeding is a reference, stay the decision of the DFSA to
which the reference relates and any related steps proposed to be taken
by the DFSA until the FMT has determined the reference; and

() exercise such other powers or make such other orders as the FMT
considers necessary for or ancillary to the conduct of the proceeding or
the performance of its function.

Proceedings and decisions of the FMT shall be heard and given in public unless
the FMT orders otherwise, or its rules of procedure provide otherwise.

Any finding of fact in a proceeding shall be determined on the balance of
probabilities.

A decision of the FMT may be taken by a majority.

At the conclusion of a proceeding, the FMT may also make an order requiring a
party to the proceedings to pay a specified amount, being all or part of the costs
of the proceedings, including those of any party.

Where the FMT makes an order requiring a party to the proceedings to pay a
party’s costs under Article 30(10), such costs may be recovered from the
recipient of the order in a court of competent jurisdiction as a debt due to the
party which incurred the relevant costs.

Upon making its decision, the FMT must without undue delay inform each
party to the proceeding in writing of:

@) such decision and the reasons for such decision, including its findings
on material questions of fact and identifying the evidence or other
material on which those findings were based:;

(b) the date on which the decision is to take effect; and
10



(c) where applicable, the date by which payment of any fine, restitution or
compensation must be made.

(13) A certificate that purports to be signed by the president or proper officer of the
FMT and which states that the FMT on a specified day made a specified
decision, including a finding that a specified person has committed a
contravention of a specified provision of the Law or of the Rules or of any
other legislation administered by the DFSA, or made a specified finding of fact
is, in any other proceedings before FMT, or proceedings before the Court,
where relevant:

@ conclusive evidence of the decision of the FMT made on that day;
(b) prima facie evidence that the person contravened that provision; and
(©) prima facie evidence of the relevant finding of fact.

31. Enforcement

@ A person commits a contravention if that person, without reasonable excuse:

@ fails to comply with a lawful order, notice, prohibition or requirement
of the FMT;

(b) having been lawfully required by the FMT to attend before it, does not
attend or leaves the place where his attendance is so required without
the permission of the FMT,;

(c) hinders or deters any person from attending before the FMT, giving
evidence or producing any item, record or document, for the purposes

of any reference or regulatory proceeding;

(d) threatens or causes any loss to be suffered by any person who has
attended before the FMT, on account of such attendance;

(e threatens or causes any loss to be suffered by any member of the FMT
or any person assisting the FMT at any time; or

()] engages in conduct, including without limitation the:
(i) destruction of documents; or
(i) giving of information that is false or misleading;

that is intended to obstruct the FMT in the exercise of any of its
powers.

2 Without limiting the application of Article 31(3), where a person commits a
contravention under Article 31(1) the FMT may make one or more orders
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imposing a fine on the person of such amount as it considers appropriate,
censuring the person, requiring the person to effect restitution or compensation,
requiring the person to cease and desist from such activity as the FMT may
stipulate, or requiring the person to do any act or thing.

3 Where a person fails to comply with a decision, lawful order, notice,
prohibition or requirement of the FMT, or fails to pay a fine lawfully imposed
by the FMT, the Court may, on application of:

@) the FMT; or

(b) any party to the reference or regulatory proceeding, including the
DFSA,;

make any order as it thinks fit to enforce such decision, order, notice,
prohibition, requirement or fine.

32.  Appeal from a decision of the FMT
1) A party to a reference or a regulatory proceeding may, with the permission of
the FMT or the Court, appeal a decision of the FMT to the Court only on a
point of law.°

2 In this Article:

@) “permission” means, in the first instance, permission of the FMT and
where this is denied, permission of the Court; and

(b) “a party” includes the DFSA.
33.  Savings and Transitional
(1) For the purposes of this Article:

(@) “previous Law” means the Regulatory Law 2004 as it was in force
immediately prior to the commencement of the [DIFC Laws
Amendment Law of 2014]; and

(b) “current Law” means the provisions of this Law that came into force
under the [DIFC Laws Amendment Law of 2014], including as

amended from time to time.

2 The Financial Markets Tribunal that was established under the previous Law
continues as if it had been established under the current Law.

3) The Regulatory Appeals Committee that was established under the previous
Law continues only for the purposes of Article 33(5).

® The CP 90 version of this provision has been amended by the addition of this text.
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4) Except as provided in Article 33(5) and (6):

@) anything done or omitted to be done under or for the purposes of the
previous Law, including a contravention, is deemed to be done or
omitted to be done under or for the purposes of the current Law; and

(b) nothing in the current Law affects:

Q) any right, privilege, remedy, obligation or liability accrued to or
incurred by a person under the previous Law; or

(i) any investigation or legal or administrative proceeding
commenced or to be commenced in respect of such a right,
privilege, remedy, obligation or liability.

(5) Any proceeding instituted in the Financial Markets Tribunal or the Regulatory
Appeals Committee under the previous Law shall continue under the previous
Law, and for that purpose, the provisions in Chapters 4 and 5 of Part 2 of the
previous Law shall continue in force and effect until such time as the
proceedings, and any related appeals and proceedings, are complete.

(6) Where there is a contravention of Article 30(1) or 35(1) of the previous Law,
proceedings may be instituted in the Financial Markets Tribunal pursuant to
Article 30(2) or 35(2) of the previous Law, and, for that purpose, the provisions
in Chapters 4 and 5 of Part 2 of the previous Law shall continue in force and
effect until such time as those proceedings, and any related appeals and
proceedings, are complete.

" This sub-article is deleted as the intention is to use the proposed saving and transitional rulemaking
power in Article 118 for all such Rules.
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34. not in use

35. not in use

NB - From this point on all changes are those proposed under Consutlation Paper
No. 94 unless footnoted otherwise.

CHAPTER 6 - THE CHIEF EXECUTIVE OF THE DFSA

36. The Powers and Functions of the Chief Executive

The powers and functions of the Chief Executive are, so far as is reasonably
practicable, to:

(a)

(b)

(©)

(d)

(e)
(f)

9)

exercise the executive power of the DFSA by taking such steps as are
reasonable and which he considers appropriate to meet the objectives of the
DFSA;

license, authorise, register, recognise, regulate and supervise the conduct of
activities and persons required to be regulated by the DFSA by or under Dubai
Law or DIFC Law;

prepare or cause to be prepared in a timely and efficient manner:
(i) draft Rules; and
(i) draft standards or codes of practice;

reasonably required to enable the DFSA to perform its statutory functions, and
submit such drafts to the DFSA Board of Directors;

make and issue Guidance which does not constitute a standard or code of
practice, and which is reasonably required to enable the DFSA to perform its
statutory functions, and advise the DFSA Board of Directors of such Guidance;

grant waivers and modifications to the application of Rules;

exercise any power to grant waivers or modifications to the application of other
legislation applying in the DIFC where such a power is conferred on the DFSA
by that legislation, and advise the DFSA Board of Directors of any such
exercise of power;

investigate er-cause-to-be-investigated matters capable of investigation under

any legislation administered by the DFSA, undertake remedial or enforcement
actions and, where appropriate, commence proceedings before the Finaneial
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Markets—TFribunal FMT and any other tribunals or courts of appropriate
jurisdiction; ®

(h) where appropriate to do so, delegate such of his functions and powers as may
more efficiently and effectively be performed by officers or employees of the
DFSA or committees of such persons, and, with the approval of the DFSA
Board of Directors either generally or in relation to any particular matter, by
any other person; and®

Q) exercise and perform such other powers and functions as may be delegated to
the Chief Executive by the DFSA Board of Directors from time to time.

CHAPTER 7 - CONFLICTS OF INTEREST AND USE OF INFORMATION

38.  Confidential Information
@ Subject to Article 38(3), confidential information must not be disclosed by the
DFSA or by any of its officers, employees or agents, or by any person coming
into possession of the information, without the consent of the person to whom
the duty of confidentiality is owed.
2 Information is confidential when:
@ it is received by the DFSA or any of its officers, employees or agents
in the course of the performance by such person of a function under the

Law or under any other legislation administered by the DFSA,; and

(b) it has not been made available to the public in circumstances in which
disclosure is not prohibited under such Law or other legislation.

3 The DFSA may disclose confidential information where such disclosure:

@ is permitted or required under the Law or Rules or under other
legislation administered by the DFSA,;

(b) is permitted or required by any other law;
(c) is made to:

(i the Companies Registrar;

& The CP90 version of this provision has been amended by the deletion of the text in the first line.
° The amendments proposed to this provision are those proposed under CP90 and no further amendments
are proposed under this consultation.
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(i) a Financial Services Regulator;

(iii)  a governmental or regulatory authority exercising powers and
performing functions relating to anti-money laundering,
counter-terrorist financing or sanctions compliance;™

(iv) a self-regulatory body or organization exercising and
performing powers and functions in relation to financial
services;

(V) a civil or criminal law enforcement agency; or

(vi) a governmental or other regulatory authority including a self-
regulatory body or organisation exercising powers and
performing functions in relation to the regulation of auditors,
accountants or lawyers;

for the purpose of assisting the performance by any such person of its
regulatory functions; or

() is made in good faith for the purposes of performance and exercise of
the functions and powers of the DFSA.

CHAPTER 8 - OTHER REGULATORS

39. Exercise of Powers on Behalf of Other Regulators

At the request of:

(a)
(b)
(©)

(d)

(€)
(f)

the Companies Registrar;
a Financial Services Regulator;
a governmental or regulatory authority exercising powers and performing

functions relating to anti-money laundering, counter terrorist financing or
sanctions compliance er-national-orinternational-sanctions; '

a self-regulatory body or organization exercising and performing powers and
functions in relation to financial services;

a civil or criminal law enforcement agency; or

a governmental or other regulatory authority including a self-regulatory body
or organisation exercising powers and performing functions in relation to the
regulation of auditors, accountants or lawyers,

1% This text is proposed for consistency with other provisions which, when they refer to anti-money
laundering, also refer to counter terrorism financing or sanctions compliance.

11t is proposed to delete references to national or international as these words appear unnecessary and
could inadvertently limit the type of sanctions covered.
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40.

the DFSA may, where it considers appropriate, exercise its powers under the Law or
under any other legislation administered by the DFSA for the purpose of assisting the
performance by such persons of is their regulatory functions.

Delegation of Functions and Powers to Other Regulators

@

Without limiting in any way the generality of any other provisions of the Law,

including—Article—36; the DFSA may delegate functions and powers to a
representative of:

@ a Financial Services Regulator;

(b) a governmental or regulatory authority in the State United—Arab
Emirates or elsewhere exercising powers and performing functions
relating to anti-money laundering, counter terrorist financing or
national-er-international sanctions compliance; or

(c) a civil or criminal law enforcement agency of the State United-Arab
Emirates;

for the purpose of exercising the powers of the DFSA under Chapters 1 and 2

of Part 5r-save-that such representative-shall-be-supervised-in-the-exercise-of his
powershy-the Chief Executive or-his-delegated-officer.

The DFSA may delegate a function or power under this Article only if it
considers that the representative will be adequately supervised to the
satisfaction of the DFSA in the exercise of the delegated function or power. *?

PART 3: LICENCES, AUTHORISATION AND REGISTRATION

CHAPTER 1 - THE FRAMEWORK OF REGULATION

41B.

General prohibition against misconduct

@)

A person must not, in or from the DIFC, engage in conduct in connection with
a Financial Product or a Financial Service that is:

(@ misleading or deceptive or likely to mislead or deceive;

(b) fraudulent; or

© dishonest.

12 This amendment is proposed to allow greater flexibility as to who provides the supervision.
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2 The DFSA shall make Rules prescribing what constitutes a Financial Product
for the purposes of Article 41B(1). **

(3) Nothing in this Article limits the scope or application of any other provision in
legislation administered by the DFSA.

43. Authorised-lndividualsand Licensed Functions of Authorised Persons

@ The DFSA shall make Rules prescribing functions (“Licensed Functions”) of
an Authorised Person that shall be carried out by individuals who have been
appropriately authorised by the DESA.

2 Licensed Functions prescribed under Article 43(1)which may include the
functions of senior officers or employees with material responsibility for both
or either:

(a) managing an Authorised Firm Person; andor ™

(b) the carrying on by an Authorised Firm Person of its Financial
Services."

@ : I : : norised Fi w o :
ol Individuals.

3 An individual who is authorised by the DFSA to carry out a Licensed Function:

(a) for an Authorised Firm, shall be referred to as an Authorised
Individual; and

(b) for an Authorised Market Institution, shall be referred to as a Key
Individual.

4) A person shall not carry out a Licensed Function for an Authorised Firm unless
he is authorised by the DFSA as an Authorised Individual to carry out that
Licensed Function for the Authorised Firm.

13 For the proposed definition of a Financial Product see the proposed amendment in GEN 2.28.
Y A definition of “Authorised Person” was included in the proposed text in CP 91 (the Audit Regime).
For consistency and simplicity it is proposed to use this expression in the Law where possible instead of
referring to both an Authorised Firm and Authorised Market Institution.
15 Note: the amendments to this Article are proposed so that Key Individuals in AMIs are subject to the
same legal framework and powers as Authorised Individuals in Firms. The amendments are also intended
to ensure that the key prohibitions are in the Law itself.
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44,

(36)

(47)

(58)

A person shall not carry out a Licensed Function for an Authorised Market
Institution unless he is authorised by the DFSA as a Key Individual to carry out
that Licensed Function for the Authorised Market institution.

An Authorised Firm Person shall take all reasonable steps to ensure that none
of its officers, employees or agents performs a Licensed Function:

@ without being authorised by the DFSA as an Authorised Individual or
as a Key Individual in relation to such the relevant Licensed Function;

(b) contrary to a restriction imposed written—notice—issued by the DFSA
under Article 58(1) ex2}; or

(c) where Authorised Individual or Key Individual status of that individual
has been suspended or withdrawn under Article 58234} (1), (2),

(3) or (5).

An Authorised Individual or Key Individual shall:

@ act within the scope of his authority granted under his Authorised
Individual or Key Individual status; and

(b) comply with any condition or restriction applicable to such status.

A narconwho is no n-Authori
D 6 0 0 Sriale

a-persen- A person who is not:

(@ an Authorised Individual shall not represent that he is such a person; or

(b) a Key Individual shall not represent that he is such a person.

Prohibition relating to Endorsements

@)

The DFSA may make Rules prescribing activities that may be carried on only
by a Authorised Person that has an appropriate Licence Endorsement
authorising it to carry on that activity.

A person shall not carry on an activity prescribed under Article 44(1) unless the
person has an appropriate Licence Endorsement authorising it to carry on that

activity. *°

' This amendment is proposed as we believe it is more appropriate for the legal framework for Licence
endorsements to be in the Law rather than only in the Rules.
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CHAPTER 2 - APPLICATIONS FOR A LICENCE

45, Application for a Licence, erfor-Extension to a Licence or an Endorsement

)

(2)

)

(4)

Q)

An application for a Licence authorising an Authorised Person Firm—er—an
Autherised-Market-Institution to carry on one or more Financial Services or for
a Licence Endorsement may be made to the DFSA by any:

@) body corporate;
(b) partnership; or
(c) unincorporated association.

An Authorised Person Firm-er-Autherised-Market-tnstitution may apply to the
DFSA:

(a to extend its Licence to Financial Services other than those in respect
of which it already has a Licence; or

(b) to obtain an additional Licence Endorsement.

The DFSA may make Rules providing that certain persons or types of person
may not be granted a Licence in relation to particular Financial Services or a
particular Licence Endorsement.

The DFSA shall make Rules ecentaining—a—set—of prescribing requirements
which an applieation applicant for a Licence, or for extension of a Licence to

other Financial Services, or for a Licence Endorsement, must meet before such
apphication—can—be—accepted—and a Licence or extension or Licence
Endorsement will be granted by the DFSA. Such Rules shal may, without
limiting the generality of that power, include requirements relating to an

applicant’s:

the-fitness and propriety-of-apphicants:

resources (including financial resources);

systems and controls;

(a)

(b)

© compliance arrangements;
(d)

(e) legal form; and

)

name (including terms that shall not be used in the name).

The DFSA may make Rules providing for such requirements referred to in
Acrticle 45(4) to be varied in cases where an application is made by a person
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(6)

(7)

which is, at the time of application, regulated in a jurisdiction other than the
DIFC.

The DFSA may make Rules:

)

(ba)  prescribing certain persons or categories of person to be exempted
from the requirements referred to in Article 45(4); and

(eb)  providing for any such exemptions to be:

(i) limited to certain Financial Services or specified
circumstances; or

(i) subject to certain conditions and restrictions.

@ If an Authorised Person Firm-or-Authorised-Market-Institution is:
() a partnership; or
(i) an unincorporated association;

it does not need to reapply for a Licence by reason only of a change to
its membership.

(b) Avrticle 45 (7) (a) applies subject to the effect of Article 64.

47.  Rejection of an Application

)

(2)

The DFSA may in-its-abselute-discretion refuse to grant an application for a
Licence or for an extension to a Licence or for a Licence Endorsement if it is
not satisfied that the requirements under Article 45 for the grant of the Licence,
extension to the Licence or the Licence Endorsement have been met.

Schedule 3 apply to a decision of the DFSA under Article 47(1).

If the DFSA decides to exercise its power under Article 47(1), the applicant
may refer the matter to the FMT for review.
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48.  Granting of an application a-Licence-erExtension-to-alicence

)

(1A)

The DFSA may grant an application for a Licence or for an extension to a
Licence or for a Licence Endorsement if it is satisfied that the requirements
under Article 45 for the grant of the Licence, extension to the Licence or the
Licence Endorsement have been met. with—or—without—conditions—and

The DFSA may impose conditions or restrictions on a Licence or Licence

(2)

Endorsement when it is granted or extended under Article 48(1).

Upon deciding to grant a Licence or an extension to a Licence or a Licence
Endorsement, the DFSA shall without undue delay inform the relevant
applicant in writing of:

(@ such decision;

(b) the date on which the Licence or extension or Licence Endorsement
shall be deemed to take effect;

©) the Financial Service or Financial Services or activity that the applicant
is authorised to carry on; and

(d) any conditions and restrictions applicable to the Licence or the newly
extended Licence or Licence Endorsement.

The procedures in Schedule 3 apply to a decision of the DFSA under Article
48(1A) to impose conditions or restrictions.

If the DFSA decides to exercise its power under Article 48(1A) to impose
conditions or restrictions, the applicant may refer the matter to the FMT for
review.

CHAPTER 3 - CONDITIONS AND RESTRICTIONS ON A LICENCE

49.  Applying Conditions and Restrictions to a Licence

)

(2)

Subject to Articles 49(2) and (3), the DFSA may at any time by written notice
to an Authorised Person Firm-er-Authorised-Market-Institution:

@) impose conditions and restrictions or additional conditions and
restrictions on a Licence or on a Licence Endorsement; and or

(b) vary or withdraw conditions and restrictions imposed on a Licence or
on a Licence Endorsement.

The DFSA may act under Article 49(1) on its own initiative or at the request of
an Authorised Person Firm-er-Authorised-Market-Institution.
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propesed-changes: The procedures in Schedule 3 apply to a decision of the
DESA under Article 49(1).

If the DFESA decides to exercise its power under Article 49(1), the Authorised

Person may refer the matter to the FMT for review.

CHAPTER 4 - WITHDRAWAL OR SUSPENSION OF A LICENCE OR AN
AUTHORISATION OR ENDORSEMENT UNDER A LICENCE

50. Withdrawing an Authorisation under, or Endorsement on, urder a Licence

)

Subject to Article 50(3), the DFSA may withdraw authorisation in relation to
one or more Financial Services for which an Authorised Person FEirm—or
Authorised-Market-Institution is authorised under a Licence or may withdraw a
Licence Endorsement.
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)

3)

(5)

The DFSA may act under Article 50(1) on its own initiative or at the request of
an Authorised PersonFirm-or-Authorised-Market-nstitution.

The DFSA may exercise its power under Article 50(1) in the following
circumstances:

@) the Authorised Person Firm—or-Authorised—Markettnstitution is in
breach of, or has been in breach of, one or more restrictions or
conditions applicable to its Licence or a Licence Endorsement;

(b) the Authorised Person Firm—or—Authorised—Market—Institution is
otherwise in breach of, or has otherwise been in breach of, the Law or
Rules or other legislation administered by the DFSA;

(© the Authorised Person Firm—orAuthorised—MarketInstitution is no
longer fit and proper to carry on a Financial Service for which it has an
authorisation or an activity for which it has a Licence Endorsement;

(d) the Authorised Firm Person er-Authorised-Market-tnstitution has failed
for a period of at least twelve consecutive months to carry on one or
more Financial Services for which it is authorised under a Licence or
an activity for which it has a Licence Endorsement;

(e the Authorised Person Firm-or-Authorised-Market-astitution requests
the withdrawal; or

()] the DFSA considers that the exercise of the power is necessary or
desirable in the pursuit of its objectives.

The procedures in Schedule 3 apply to a decision of the DFSA under this
Article.

If the DFSA decides to exercise its power under this Article, the Authorised
Person may refer the matter to the FMT for review.

51.  Withdrawing a Licence

1)

The DFSA may withdraw a Licence of an Authorised Person Firm—or
Autherised-Market-tnstitution where:

@ as a consequence of withdrawal of authorisation in relation to one or
more Financial Services under Article 50, the person is no longer
authorised to carry on any Financial Service;

(b) the person is no longer fit and proper to hold a Licence;

(c) the person has failed either to remove a controller or to take such other
action as required by the DFSA under Article 64; or

(d) the person asks the DFSA to withdraw the Licence.
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2 The procedures in Schedule 3 apply to a decision of the DFSA under this
Avrticle.

3) If the DFSA decides to exercise its power under this Article, the Authorised
Person may refer the matter to the FMT for review.
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52,

Y it relevant.the Financial-Servi : : Lrelates.

Suspension of Authorisation, Endorsement or Licence!’

1)

The DFSA may suspend for a period not exceeding 12 months:

(a an authorisation in relation to one or more Financial Services for which
an Authorised Person is authorised under its Licence;

(b) a Licence Endorsement; or

©) a Licence of an Authorised Person.

The DFSA may act under this Article on its own initiative or at the request of
an Authorised Person.

The DFSA may act under this Article on its own initiative if it has reasonable
grounds to believe that:

(@ the Authorised Person is:

(i) in breach of, or has been in breach of, one or more restrictions
or_conditions applicable to its Licence or a Licence
Endorsement;

(ii) in breach of, or has been in breach of, the Law or Rules or

other legislation administered by the DFSA; or

iii no longer fit and proper to carry on a Financial Service for
which it has Authorisation under its Licence or an activity for
which it holds a Licence Endorsement; and

(b) the exercise of the power is necessary or desirable in the interests of
the DIFC.

If the DFSA imposes a suspension under this Article it may provide that the

Authorised Person may continue to carry on specified activities despite the

suspension.

The procedures in Schedule 3 apply to a decision of the DFSA under this
Article.

If the DFSA decides to exercise its power under this Article, the Authorised
Person may refer the matter to the FMT for review.

" The CP 90 version of this provision has been amended by deleting and replacing the text.
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CHAPTER 5 - AUTHORISED INDIVIDUAL AND KEY INDIVIDUAL STATUS

53.  Applications for Authorised Individual or Key Individual status in—a-Firm-er-for
Extension of status

)

(2)

®3)

(4)

()

In this Chapter:

@) "Authorised Firm Person” includes a person whose application for a
Licence or application for extension of a Licence is being considered
by the DFSA; and

(b) “director, officer, employee or agent” of a person includes a person
who proposes to become a director, officer, employee or agent of a
person.

An application for Authorised Individual or Key Individual status of a director,
officer, employee or agent of an Authorised Firm Person shall be made by:

@ such director, officer, employee or agent; and

(b) the Authorised Firm-Person for which the Licensed Function is to be
performed under the terms of office, employment or agency between
such Authorised Fiem Person and such director, officer, employee or
agent.

Where a person holds Authorised Individual or Key Individual status, ia
tndividual-and—-Authorised—Firm that individual together with the relevant
Authorised Person may apply to the DFSA to extend the scope of the
Authorised Individual or Key Individual status to Licensed Functions other
than those in respect of which the individualAutherised—tndividual already
holds such status.

The DFSA shall make Rules eentaining prescribing the requirements which an
application for Authorised Individual or Key Individual status must meet
before such—application—can-be—accepted—and authorisation is granted by the
DFSA. Such Rules shall, without limiting the generality of the power, include
requirements relating to the fitness and propriety of applicants.

The DFSA may make Rules providing for such requirements to be varied in
cases where:

@ an application is made to extend the scope of Authorised Individual or
Key Individual status to Licensed Functions other than those in respect
of which he already holds such status; or

(b) an application is made for the grant of Authorised Individual or Key
Individual status by and for an officer, employee or agent who is, at the
time of application, regulated in a jurisdiction other than the DIFC to
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perform a role which is substantially similar to the Licensed Function
in relation to which the application is made.

(6) The DFSA may make Rules:

@) prescribing certain persons or categories of persons to be exempted
from the requirements referred to in Article 53(4); and

(b) providing for any such exemptions to be:

Q) limited to certain Licensed Functions or specified
circumstances; and/or

(i) subject to certain conditions and restrictions.
54.  Providing Information in relation to the Application
@ At any time after the filing of an application under Article 53, the DFSA may
require the Authorised Firm Person or the relevant director, officer, employee

or agent to provide additional information reasonably required for the DFSA to
be able to decide the application.

2 If at any time between the filing of an application and the grant of Authorised
Individual or Key Individual status or of an extension to his status, the relevant
director, officer, employee or agent becomes aware of a material change in his
circumstances reasonably likely to be relevant to the application under
consideration, he shall inform the Authorised Firm Person in writing of such
change without delay.

3 If at any time between the filing of an application and the grant of Authorised
Individual or Key Individual status or of an extension to a status the Authorised
Firm Person becomes aware of a material change reasonably likely to be
relevant to the application under consideration, it shall inform the DFSA in
writing of such change without delay.

55.  Deleted Rejecting-an-Application

56. Granting-an-application or rejection of an application for authorised status

@ The DFSA may grant Authorised Individual or Key Individual status, ef
including an extension to such status, with—er—without—conditions—and
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(1A)

restrictions-if it is satisfied that the requirements under Article 53 for the grant
of the application have been met.

The DFSA may refuse to grant Authorised Individual or Key Individual status

(23)

(5)

or an extension to such status if it is not satisfied that the requirements under
Article 53 have been met.

The DFSA may, if it considers it appropriate to do so:

(@ grant Authorised Individual or Key Individual status subject to
conditions and restrictions;

(b) impose such conditions and restrictions at any time after the grant of
Authorised Individual or Key Individual status; or

©) vary or withdraw such conditions or restrictions.

Upon deciding to authorise a director, officer, employee or agent of an
Authorised Person Eirm as an Authorised Individual or Key Individual, or to
extend the scope of an Authorised Individual or Key Individual status to other
Licensed Functions, the DFSA shall without undue delay inform the relevant
director, officer, employee or agent and the Authorised PersonFim in writing
of:

@ such decision;

(b) the date on which the authorisation or extension shall be deemed to
take effect;

(c) the Licensed Functions to which the authorisation relates; and

(d) any conditions and restrictions applicable to the Authorised Individual
status or extended status.

The procedures in Schedule 3 apply to a decision of the DFSA under this
Article:

(@ to refuse to grant Authorised Individual or Key Individual status to an
individual or to extend such status; or

(b) to impose or vary conditions or restrictions on an Authorised
Individual or Key Individual.

The DFSA shall give both the applicant, Authorised Individual or Key
Individual (as the case may be) and the relevant Authorised Person or applicant
to be an Authorised Person (as the case may be) an opportunity to make
representations under the procedures in Schedule 3.

If the DFSA decides to exercise its power under this Article:
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(@ to refuse to grant Authorised Individual or Key Individual status to an
individual or to extend such status; or

(b) to impose or vary conditions or restrictions on an Authorised
Individual or Key Individual,

the applicant, Authorised Individual or Key Individual (as the case may be) or
the relevant Authorised Person or applicant to be an Authorised Person (as the
case may be) may refer the matter to the FMT for review.

CHAPTER 6 — DELETED GCONDIHHONS-AND-RESTRICHONS-ON-AUTHORISED
INBPADUALSTATYS

o7.
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CHAPTER 7 - RESTRICTION, SUSPENSION AND WITHDRAWAL OF
AUTHORISED INDIVIDUAL OR KEY INDIVIDUAL STATUS

58. Restricting-Rersens-or Suspending or Withdrawing Authorisations

(21)  If the DFSA reasonably concludes that:

@) an Authorised Individual or Key Individual is in breach of, or has been
in breach of, an obligation that applies as a result of such—persen's
individual’s Authorised Individual or Key Individual status; or

(b) a-person an individual is no longer fit and proper to perform a role in
respect of which he is an Authorised Individual or Key Individual;

it may:

(c) by—means—of—a—written—notice’® restrict the persen_individual from

performing one or more Licensed Functions; or

(d) suspend or withdraw Authorised Individual or Key Individual status
from such persenindividual.

8 As this provision applies generally to all persons and not just to authorised individuals and key
individuals it is proposed to delete it from this Article and include it in a new Article 59.
19 Some references to powers being exercised “by written notice” become redundant as the new decision
making procedures in Schedule 3 require various notices in writing to be given to the relevant person.
Accordingly in this and various other provisions we are proposing to delete “by written notice”.
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(32)

(43)

Q)

(67)

The DFSA may withdraw the Authorised Individual or Key Individual status of
a-person an individual if:

€)) the persen_individual becomes bankrupt;
(b) the persen_individual is convicted of a serious criminal offence;

(©) the persen_individual becomes incapable (through mental or physical
incapacity) of managing his affairs;

(d) the persen_individual or the relevant Authorised Person Firm asks the
DFSA to withdraw the relevant status; or

(e) the Licence of the relevant Authorised Person Firm is withdrawn.

The DFSA may withdraw authorisation in relation to one or more Licensed
Functions of an Authorised Individual or Key Individual if the Autherised
lindividual or relevant Authorised Person Eirm asks the DFSA to withdraw
such authorisation.

The procedures in Schedule 3 apply to a decision of the DFSA under Article
58(1) or (2).

Where the DFSA:
@) is conducting an investigation under Article 78; and

(b) in the course of such investigation suspeets believes on reasonable
grounds that apersen an individual has engaged in serious misconduct
conduet that may form grounds for the withdrawal of the
persenindividual’s Authorised Individual or Key Individual status;

it may suspend the Authorised Individual or Key Individual status of such
persen_individual for the duration of the investigation or related proceedings
insofar as such investigation or proceedings relate to the persen individual.

The procedures in Schedule 3 apply to a decision of the DFSA under Article
58(5).

A-persen An individual commits a contravention if the individual whe:

; : unction inl : Articl 1),
b} performs a Licensed Function:

(i) in breach of the-Rulesa provision in legislation administered by
the DFSA that applies to that person;

(ii) contrary to a written—noetice—issued restriction imposed under
Acrticle 58(21); or
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(+8)

(89)

(10)

(iii)  where his Authorised Individual or Key Individual status has
been suspended or withdrawn under Article 58(21), (32), (43)
or (5);z

The DFSA may vary or withdraw a written—notice—issued restriction or
suspension imposed under Article 58(1) er(2}where it is reasonable to do so.

The DFSA may act under Article 58(#8) on its own initiative or at the request
of the relevant person or Authorised Person Firm.

The DFSA shall give both the individual and the Authorised Person an

(11)

opportunity to make representations under the procedure in Schedule 3 where
the procedures in that Schedule apply under this Article.

If the DFSA decides to exercise a power under this Article, the individual or

the Authorised Person may refer the matter to the FMT for review.

% The CP 90 version of this provision has been amended by deleting and replacing the text.
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59,

Restricting persons from performing functions in the DIFC

@)}

If the DFSA believes on reasonable grounds that a person is not a fit and proper
person to perform functions in connection with the provision of Financial
Services in or from the DIFC, it may restrict the person from performing all or
any such functions.

A restriction under this Article may relate to a function whether or not it is a
Licensed Function.

The DFSA may vary or withdraw a restriction imposed under this Article.

A person who performs a function in breach of a restriction under this Article
commits a contravention.

The procedures in Schedule 3 apply to a decision of the DFSA under Article
59(1).

If the DFSA decides to exercise its power under Article 59(1), the person may
refer the matter to the FMT for review.?

2! This provision is currently in Article 58(1) of the Law, but as it has a broader scope (extending to any
individual and any function), we believe it is appropriate for it to be a stand alone provision.
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CHAPTER 10 - OTHER MATTERS RELATING TO LICENSING
62.  Public Registers

@ The DFSA shall publish and maintain a register of current and past grants,
withdrawals and suspensions of Licencses, Licence Endorsements and
authorisations of all Authorised Persons, Firms,-Authorised-Markettastitutions
and-Authorised Individuals and Key Individuals in such manner as may be
prescribed in the Rules.

2 The DFSA shall publish and maintain a register of current and past
registrations of all DNFBPs in such manner as may be prescribed in the Rules.

3 The DFSA shall publish and maintain registers of:

€)] all persons in relation to whom witten-notices-have-been-issued action
has been taken under Article 58(1); and

(b) all persons in relation to whom wxitten-notices-have-been-issued action
has been taken under Article 598(2);

indicating whether any such netice action is of past effect or current, in such
manner as may be prescribed in the Rules.

(@) The DFSA shall publish and maintain a register of current and past
registrations, suspensions and withdrawals of registrations of auditors
Registered Auditors and Audit Principals in such manner as may be prescribed
in the Rules.

5) The DFSA shall publish and maintain a register of all Domestic Funds.

(6) The DFSA shall make a reasonably current version of any registers maintained
under Article 62(1), (2), (3), (4) and (5) readily available for viewing by the
public during the normal business hours of the DFSA.

63.  Extended jurisdiction®

@ Any power which the DFSA may exercise in relation to an Authorised Person
Firm—Awutheorised—Market—Institution, Registered Auditor, Authorised
Individual, Key Individual, Audit Principal, Principal Representative, DNFBP
or Domestic Fund or an officer, employee or agent of an Authorised Person,
Registered Auditor, DNFBP or Domestic Fund under the Law or Rules or other
legislation administered by the DFSA may, subject to Article 63(2), continue to

be exercised fora-period-oftwo-years after the date on which:

%2 The CP 91 version of this provision has been amended by the addition and deletion of text.
%2 The CP 90 and CP 91 version of this provision has been amended by the addition and deletion of text.
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@) the Licence of such Authorised Person Fim—er-Authorised—Market
itution:

(b) the registration of a DNFBP, er-Registered Auditor_or Audit Principal,;

(© the Authorised Individual or Key Individual status of such individual
ised-Individual

(d) the registration of the Principal Representative; or
(e) the registration of a Domestic Fund;

is withdrawn by the DFSA under the Law or other legislation administered by
the DFSA.

The DFSA may only exercise its power under this Article in relation to a

person if proceedings against the person are commenced within three years
after the day on which the DFSA became aware of the act or omission that
gave rise to the right to exercise the power in respect of that person.

For the purposes of Article 63(2):

(@ the DFSA is aware of an act or omission if it has information from
which the act or omission can reasonably be inferred; and

(b) proceedings against a person are commenced when a notice is first
provided to the person under Schedule 3, or any proceedings are
commenced by the DFSA in the FMT or the Court, with respect to that
contravention.

If any proceedings are commenced within the period referred to in Article 63
(2), then the provisions to which Article 63(1) apply shall remain in force until
such time as the proceedings and any reviews or appeals relating to the
proceedings are completed.
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PART 4:

GENERAL REGULATION AND ANTI-MONEY LAUNDERING
PROVISIONS

CHAPTER 1 - GENERAL PROVISIONS

64. Provisions Governing Controllers

)

(2)

©)

(4)

The DFSA may make Rules in connection with the change of control of
Authorised Persons Firms-and-Authorised-Market-tnstitutions, including Rules

as to:

(a)

(b)

(©)

(d)

(€)

when a person becomes or ceases to be a controller of an Authorised
Person Firm-or-Authorised-Market-Institution;

when the acquisition or increase in the level of control of an
Authorised Person Firm—er—Autherised—Markettnstitution requires
either the prior approval of, or notification to, the DFSA,

when the DFSA may object to an existing controller;

the procedures relating to the approval, notification and objections
referred to in Article 64(1)(b) and (c); and

any other matter necessary or incidental to give effect to the provisions
governing controllers.

Without limiting the generality of the DFSA powers, the DFSA may:

(a)

(b)

(©)

(d)

approve or object to a person becoming a controller of an Authorised
Person Firm-er-Authorised-Market-Institution;

approve or object to an increase in the level of control of an existing
controller of an Authorised Person Firm—or—Authorised—Market
Iastitution;

object to an existing controller of an Authorised Person Firm—or
Authorised—Markettnstitution where it has reasonable grounds to
believe that such a person is no longer an acceptable controller; and

approve a person as a controller or approve an increase of control by an
existing controller subject to such conditions as it considers
appropriate.

Where the DFSA considers an existing controller of an Authorised Person Firm
or-Autherised-Market-nstitution to be an unacceptable controller:

(a)

(b)

it must notify the controller and the Authorised Person Firm—or
Awuthorised-Market-tnstitution in writing that the controller is no longer
an acceptable controller; and

it may require that the controller, the Authorised Person Firm—or
Awuthorised-MarketInstitution take such actions as specified by the
DFSA.

Without limiting the generality of the DFSA powers, the DFSA may, for the
purposes of Article 64(3)(b):
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@ require an Authorised Person Firm-er-Authorised-Market-tnstitution to
take such action as specified by the DFSA in relation to an
unacceptable controller;

(b) where an Authorised Person Firm-or-Autherised-Market-astitution has
failed to comply with a requirement referred to in Article 64(4)(a) to
the satisfaction of the DFSA, either withdraw, or impose conditions, on
the Authorised Person’s Firm’s—er—Autherised—Market—tnstitution’s

licence; or
(©) require the unacceptable controller to take such action as specified by
the DFSA.
PART 5: POWERS OF SUPERVISION AND INVESTIGATION

CHAPTER 1 - POWERS OF SUPERVISION
73. Powers to Obtain Information

@ The DFSA may require an Authorised Person Firm—Authorised—Market
Institution, DNFBP, Domestic Fund, Registered Aauditor or any director,
officer, employee or agent of such person by written notice to:

@) give, or procure the giving of, such specified information; or
(b) produce, or procure the production of, such specified documents;

to the DFSA as the DFSA considers necessary or desirable to meet the
objectives of the DFSA.

(2) The DFSA may requireenter—the—premises—of any Authorised Person Firm;
Authorised-Market tnstitution, Domestic Fund DNFBP or Registered Auditor

to allow the DFSA to enter its premises® during normal business hours or at
any other time as may be agreed for the purpose of inspecting and copying
information or documents stored in any form on such premises, as it considers
necessary or desirable to meet the objectives of the DFSA.

3) The DFSA may exercise its powers under this Article 73(%) in respect of any
person specified under Article 73(1) or (2) within, or outside of, the DIFC.

 This is redrafted as a requirement for consistency and to ensure that, if there is non-compliance, other
provisions that apply to a breach of a requirement are invoked.
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74.

(54)

Information given or a document produced as a result of the exercise by the
DFSA of powers under this Article 73 is admissible in evidence in any
proceedings, provided that any such information or document also complies
with any requirements relating to the admissibility of evidence in such
proceedings.

Requirement to Provide a Report

)

(2)

©)

(4)

Q)

(6)

The DFSA may require, in such manner and in such form as it may prescribe in
the Rules, an Authorised Person Firm—or—Authorised—MarketInstitution to
provide the DFSA with a report on any matter about which the DFSA has
required or could require the giving of information or production of documents
under Article 73.

The DFSA may require, at such frequency and in such manner and in such
form as it may prescribe in the Rules, an Authorised Market Institution to
provide the DFSA with a report or reports relating to the conduct of or the
performance of the regulatory functions of an Authorised Market Institution,
including but not limited to a report or reports addressing:

@ ongoing compliance of the Authorised Market Institution with the
terms of its Licence;

(b) complaints received and dealt with and disciplinary matters arising and
dealt with;

(© adequacy and performance of systems and controls; or

(d) financial matters concerning the operation of the Authorised Market
Institution.

The person appointed to make a report required by Article 74(1) or (2) must be
a person nominated or approved by the DFSA.

Where a requirement has been made of an Authorised Person Firm—or
Authorised—Markettastitution under this Article, it must take all reasonable
steps to ensure that any person who is providing or has provided services to the
Authorised Person Firm-orAutherised-Market-tastitution shall provide all such
assistance as the appointed person may reasonably require.

Subject to Article 74(6), information given or a document produced as a result
of the exercise by the DFSA of powers under Article 74 is admissible in
evidence in any proceedings, provided that any such information or document
also complies with any requirements relating to the admissibility of evidence in
such proceedings.

The DFSA shall not disclose a statement made by a person in a report made
pursuant to a requirement made of the person under Article 74(1) or (2) to any
law enforcement agency for the purpose of criminal proceedings against the
person unless:
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@) the person consents to the disclosure; or
(b) the DFSA is required by law or court order to disclose the statement.

(€d] The procedures in Schedule 3 apply to a decision of the DFSA under Article 74
(1) or (2).

(8) If the DFSA decides to exercise its power Article 74 (1) or (2), the person may
refer the matter to the FMT for review.

75. Imposing Prohibitions or Restrictions on Business

@ Subject to Article 77, the DFSA may impose any one or more of the following
prohibitions or requirements-by-written-netice:

@) a prohibition on an Authorised Person Firm—er—Autherised—Market
Inastitution from:

(i) entering into certain specified transactions or types of
transaction;

(i) soliciting business from certain specified persons or types of
person;

(iii) ~ carrying on business in a specified manner or other than in a
specified manner; or

(iv) using a particular name or description in respect of the
Authorised Person; or

(v) using a particular name for a Fund or a sub-fund of a Fund; or

(b) a requirement that an Authorised Person Firm—or-Autherised-Market
Institution te-carry on business in, and only in, a specified manner.

2 The prohibitions or requirement in Article 75(1) may be imposed on the Fund
Manager in relation to the management of a Fund or on the Fund itself, even
where the Fund has no legal personality.

3) The procedures in Schedule 3 apply to a decision of the DFSA under Article
75(1).

4) If the DFSA decides to exercise its power under Article 75(1), the Authorised
Person may refer the matter to the FMT for review.
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75A.

Power to issue directions for prudential purposes

(1)

(25)

(36)

(47)

For prudential purposes, the DFSA may;—by—written—netice; direct that a
particular Authorised Firm or Authorised Firms within a specified class:

@ comply with any specified additional capital or liquidity requirements;
(b) apply a specific provisioning policy or treatment of specified assets;
(c) comply with specified limits on material risk exposures;

(d) comply with specified limits on exposures to related parties;

@) meet additional or more frequent reporting requirements; or

4] take such other action as is specified in the direction.

The DFESA may direct an Affiliate of an Authorised Person to take specified
steps or not to carry out specified activities if the DFSA:

(@ is the consolidated supervisor of the Group to which the Authorised
Person belongs; and

(b) is_satisfied that the direction is necessary or appropriate for the
purposes of the effective prudential supervision of the Group on a
consolidated basis.

A direction under Article 75A(2) may include a requirement that the Affiliate:

(@ limit any activities it undertakes or may undertake (including closing
any foreign office) if the activities are reasonably likely to expose the
Authorised Person or its Group to excessive risks or risks that are not
properly managed; or

(b) take such other measures as are necessary to remove any impediments
to effective supervision of the group on a consolidated basis, including a
direction to take steps to restructure the Group.

Nothing in this Article limits the scope or application of any other power that
the DFSA may have in legislation administered by the DFSA.

A direction issued under this Article Z5A{} comes into force on the date
specified in the written notice and remains in force, subject to Article 75A(47),
until it is revoked or varied in writing by the DFSA pursuant to Article
75A(36).

The DFSA may, by written notice, revoke or vary, any direction given pursuant
to this Article-75A{L).

A direction issued to Authorised Firms within a specified class_under Article
75(1), including any variation made to such a direction pursuant to Article
75A(36), shall not remain in force for a period longer than 12 months from the
date specified in the initial direction notice issued pursuant to Article 75A(1).
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(8) The procedures in Schedule 3 apply to a decision of the DFSA under this

Article to issue a direction to a particular person or to vary such a direction.

9 If the DFSA decides to exercise its power under this Article to issue a direction

to a particular person or to vary such a direction, the person may refer the

matter to the FMT for review.

Restriction on Dealing with Property

1) In Article 76:

(a)

(b)

“dealing” in relation to property includes the maintaining, holding,
disposing and transferring of property; and

“relevant property”, in relation to an Authorised Person Firm—er
Autherised-Market-tastitution, means:

(i) any property held by the person—acting-within-the-capacity-for
which-it-helds-aLicenee; “on behalf of any of the clients of
the person, or held by any other person on behalf of or to the

order of the person -aeting-within-sueh-capacity; or

(i) any other property which the DFSA reasonably believes to be
owned or controlled by the person.

(2 Subject-to-Article 77t The DFSA may by-written-netice:

(a)

(b)

(©)

prohibit an Authorised Person Firm-or-Autherised-Market-Institution
from:

Q) dealing with any relevant property in a specified manner or
other than in a specified manner; or

(i) assisting, counselling or procuring another person to deal with
any relevant property in a specified manner or other than in a
specified manner;

require an Authorised Person Firm-er-Authorised-Market-tnstitution to
deal with any relevant property in a specified manner;

require an Authorised Person Firm-er-Authorised-Market-tnstitution to
deal with any relevant property such that:

(i the property remains of the value and of the description that
appear to the DFSA to be desirable with a view to ensuring

% This text is proposed to be deleted as we believe it is unnecessary and may inappropriately restrict the
use of this power where the Licensee has exceeded the scope of their Licence.
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©)

that the person will be able to meet its liabilities in relation to
the business which constitutes a Financial Service for which it
holds a Licence; and

(i) the person is able at any time readily to transfer or dispose or
otherwise deal with ef the property when instructed to do so by
the DFSA;

(d) withdraw an existing prohibition or requirement imposed on an
Authorised Person; or

(e) substitute or vary an existing prohibition or requirement imposed on an
Authorised Person.

The DFSA may in any prohibition or requirement imposed under Article 76(2)
direct that, for the purposes of such requirement, property of a specified
description shall or shall not be taken into account.

The procedures in Schedule 3 apply to a decision of the DFSA under this
Article.

If the DFSA decides to exercise its power under this Article, the Authorised
Person may refer the matter to the FMT for review.

Imposition of a prohibition or requirement

)

(32)

The DFSA may impose a prohibition or requirement under Article 75 or 76 in
the circumstances prescribed in the Rules.

b : | it : or |

Any prohibition or requirement including any variation or substitution of such
prohibition or requirement, made under Articles 75 or and 76, and—the

aala¥a aVa! A ala A a aVa! a aVa! a Nronin aVa a
A Oy Y Gayva v v v, SRV, I O

i does not operate so as to render an agreement
unenforceable by a party to the agreement if he proves that in entering into the
agreement he acted in good faith and was unaware of any notice given, served
or published in relation to such imposition, withdrawal, substitution or
variation.
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(43)

The withdrawal of a Licence under Chapter 4 of Part 3 of the Law does not
affect the validity of a current prohibition or requirement made under Articles
75 or 76.

CHAPTER 2 - THE CONDUCT OF INVESTIGATIONS

78. Power of the DFSA to conduct an investigation

(1)

The DFSA may conduct such investigation as it the-Chief-Exeeutive considers
appropriate and expedient under Chapter 2 of Part 5:

@) where it he-has reason to suspect that a contravention of the Law or of
the Rules or of any other legislation administered by the DFSA is

being or may have been committed; or

(b) further to a request made under Article 39.

2 A person is entitled to legal representation during the course of an
investigation.
80. Powers to Obtain Information and Documents for Investigation
Q) Where the DFSA considers that a person is or may be able to give information
or produce a document which is or may be relevant to an investigation, it may:

@) enter the business premises of such person during normal business
hours for the purpose of inspecting and copying information or
documents stored in any form on such premises;

(b) require such person to give, or procure the giving of, specified
information in such form as it may reasonably require;

(c) require such person to produce, or procure the production of, specified
documents;

(d) require such person (the interviewee) to attend before an officer,
employee or agent of the DFSA (the interviewer) at a specified time
and place to answer questions in private (compulsory interview); or

(e) require such person to give it any assistance in relation to the
investigation which the person is able to give.

2 Where the DFSA exercises its power under Article 80(1)(a) to enter business

premises, it may:

@) require any appropriate person to make available any relevant
information stored at those premises for inspection or copying;
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3)

(4)

()

(6)

(8)

(b) require any appropriate person to convert any relevant information into
a form capable of being copied; and

(c) use the facilities of the occupier of the premises, free of charge, to make
copies.

Where the DFSA exercises its power under Article 80(1)(d) to conduct a
compulsory interview, it may give a direction:

@) concerning who may be present;

(b) preventing any person present during any part of the compulsory
interview from disclosing to any other person any information provided
to the interviewee or questions asked by the interviewer during the
compulsory interview;

(c) concerning the conduct of any person present, including as to the
manner in which they will participate in the interview;

(d) requiring the interviewee to swear an oath or give an affirmation that
the answers of the interviewee will be true; and

(e) requiring the interviewee to answer any questions relevant to the
investigation.

A requirement made under Article 80(1) (b),(c), (d), and (e) shall be stated in
writing.

The DFSA may require the relevant person to give such information or produce
such documents by the end of a reasonable period and at a place specified in the
notice.

The DFSA may exercise its powers under Article 80(1) in respect of any person
within, or outside of, the DIFC- provided that, if the person is outside the DIFC
and is not a Requlated Person, the DFSA shall either:

(a use any arrangements it has with a regulatory authority in the
jurisdiction in_which the person is resident or domiciled, or the
premises are located, to assist it to exercise the power; or

(b) apply to the Court for an order compelling the person to provide the
information, produce or procure the production of the documents,
answer guestions or permitting the DFSA to enter the premises of that

person.

In Article 80(6), a Requlated Person means an Authorised Person, DNFBP,

Fund, Auditor or any director, officer, employee or agent of such person.

Subject to Article 80(9), information given or documents produced as a result
of the exercise by the DFSA of powers under Article 80 is admissible in
evidence in any proceedings, provided that any such information or document
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also complies with any requirements relating to the admissibility of evidence in
such proceedings.

9 The DFSA shall not disclose a statement made by a person in answer to any
question asked pursuant to a requirement made of the person under Article
80(1)(d) to any law enforcement agency for the purpose of criminal
proceedings against the person unless:
€)] the person consents to the disclosure; or

(b) the DFSA is required by law or court order to disclose the statement.

(10)  The DFSA may retain possession of any information and documents given to it
pursuant to a requirement made under Article 80(1) for so long as is necessary:

@) for the purposes of the investigation to which the notice relates;

(b) for a decision to be made about whether or not a proceeding to which
the information or documents would be relevant should be commenced;
or

(c) for such a proceeding to be completed.

(11) A person is not entitled to claim a lien on any documents as a basis for failing to
comply with a requirement made under Article 80(1), but any lien is not
otherwise prejudiced.

(12)  Where a person is unable to produce information or documents in compliance
with a requirement made under Article 80(1), the DFSA may require the person
to state, to the best of that person’s knowledge or belief, where the information
or documents may be found and who last had possession, custody or control of
the information or documents.

(13) Where the DFSA considers that, if disclosed, the fact of the issuing of a notice
requiring a person to:

@) produce documents;

(b) give information;

(c) attend a compulsory interview; or

(d) give assistance;

may hinder the investigation to which it relates, the DFSA may direct a person
who receives a notice under Article 80(1) not to disclose the receipt of a notice

or any information relating to compliance therewith to any other person, other
than his legal representative under a duty of confidentiality.

80A. Use and effect of Information and Documents obtained for an Investigation®®

(81)  Subject to Article 80A(92), information given or documents produced as a
result of the exercise by the DFSA of powers under Article 80 is admissible in
evidence in any proceedings, provided that any such information or document

% This is existing text. As Article 80 is very lengthy it is recommended that it be split into two Articles.
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also complies with any requirements relating to the admissibility of evidence in
such proceedings.

(82) The DFSA shall not disclose a statement made by a person in answer to any
question asked pursuant to a requirement made of the person under Article
80(1)(d) to any law enforcement agency for the purpose of criminal
proceedings against the person unless:

@) the person consents to the disclosure; or

(b) the DFSA is required by law or court order to disclose the statement.

(303) The DFSA may retain possession of any information and documents given to it
pursuant to a requirement made under Article 80(1) for so long as is necessary:

@) for the purposes of the investigation to which the notice relates;

(b) for a decision to be made about whether or not a proceeding to which
the information or documents would be relevant should be commenced;
or

(c) for such a proceeding to be completed.

(324) A person is not entitled to claim a lien on any documents as a basis for failing to
comply with a requirement made under Article 80(1), but any lien is not
otherwise prejudiced.

(325) Where a person is unable to produce information or documents in compliance
with a requirement made under Article 80(1), the DFSA may require the person
to state, to the best of that person’s knowledge or belief, where the information
or documents may be found and who last had possession, custody or control of
the information or documents.

(336) Where the DFSA considers that, if disclosed, the fact of the issuing of a notice
requiring a person to:

@) produce documents;

(b) give information;

(c) attend a compulsory interview; or

(d) give assistance;

may hinder the investigation to which it relates, the DFSA may direct a person
who receives a notice under Article 80(1) not to disclose the receipt of a notice

or any information relating to compliance therewith to any other person, other
than his legal representative under a duty of confidentiality.

PART 6: CONTRAVENTIONS AND FINES
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87. DELETED Fines*

PART 7: ENFORCEMENT
88. Appointment of Managers

1) The DFSA may by—written—netice—require an Authorised Person Firm—er
Autherised-Markettnstitution to appoint one or more individuals to act as
managers of the business of the person on such terms as the DFSA may specify

stipulate-in-its-written-notice. Such terms may be varied from time to time by
notice in writing given by the DFSA to the person.

2 The individual or individuals appointed to act as managers of the business
under Article 88(1) must be nominated or approved by the DFSA.

3) The DFSA may impose a requirement under Article 88(1) where it considers it
necessary or desirable to appoint a manager:

%" The amendments proposed to this provision are those proposed under CP90 and no further amendments
are proposed under this consultation.
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() to determine or address concerns as to the solvency or the level of
compliance with prudential requirements of the Authorised Person
X hori I itution:

(b) for the orderly transition of the Authorised Person Firm-er-Autherised
Markettnstitution from one set of owners or controllers to a new set
of owners or controllers;

(©) to wind down the operations of the Authorised Person Firm—oer
Awutherised-Market-Institution for the protection of customers of the
Authorised Person Firm-or-Authorised-Market-nstitution; or

(d) where it has reasonable grounds to suspect serious contraventions of
the law have been committed by the Authorised Person Firm—er
Autherised—Market—Institution—and to ensure that customers or
regulated entities are not adversely affected or to maintain the
integrity of the DIFC.

4) The procedures in Schedule 3 apply to to a decision of the DFSA under this
Avrticle.

(5) If the DFSA decides to exercise its power under this Article, the Authorised
Person may refer the matter to the FMT for review.

%8 The amendments proposed to this provision are those proposed under CP90 and no further amendments
are proposed under this consultation.
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90.  Sanctions and directions®

Q) Where the DFSA considers that a person has contravened a provision of any
legislation administered by the DFSA, other than in relation to Article 31, the
DFSA may-by-writtennotice *'exercise one or more of the powers in Article

90(2) in respect of that person.
2 For the purposes of Article 90(1) the DFSA may:

@) fine the person such amount as it considers appropriate in respect of
the contravention;

(b) censure the person in respect of the contravention;

% The amendments proposed to this provision are those proposed under CP90 and no further amendments
are proposed under this consultation.
% The CP90 version of this provision has been amended by the addition and deletion of the text.
%1 As previously noted, we are proposing to delete some references to “by written notice” as the decision
making procedures in Schedule 3 require various notices to be given in writing.
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(©)

(d)

(€)

()

make a direction requiring the person to effect restitution or
compensate any other person in respect of the contravention in respect
of such period and on such terms as the DFSA may direct;

make a direction requiring the person to account for, in such form and
on such terms as the DFSA may direct, such amounts as the DFSA
determines to be profits or unjust enrichment arising from the
contravention;

make a direction requiring the person to cease and desist from such
activity constituting or connected to the contravention as the DFSA
may stipulate;

make a direction requiring the person to do an act or thing to remedy
the contravention or matters arising from the contravention; or

make a direction prohibiting the person from holding office in or being
an employee of any Authorised Person, DNFBP, Public Listed
Company or Domestic Fund.
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(63)

(+6)

(87)

(98)

(309)

(10%)

Nothing in this Article prevents the DFSA from exercising any other power
that may exercise under this Law or any other legislation administered by the
DFSA.

The procedures in Schedule 3 apply to a decision of the DFSA under this
Article.

If the DFSA decides to exercise its power under this Article in relation to a
person, the person may refer the matter to the FMT for review.

The DFSA shall prepare, publish and maintain a statement of:

@) preparepublish-and-maintaina-statement-of its policy in relation to the
factors to be considered by the DFSA in exercising a power in respect
of a person under Article 90(2)(a) and (b); and

(b) prepare—publish-and-maintain-a-statement-of the procedure which the
DFSA has adopted proposes—to—foHowin—relationto-the giving-ofa
notice-under-Article-96(1), which is shall-be designed to secure, among
other things, that the decision which-gives-rise-to-the-obligation-to-give
any—such—netice is taken by a person decision—maker not directly
involved in establishing the evidence on which that decision is based;
and*

te}

The DFSA may at any time modify or replace a statement published by it under
this Article and where it does so it shall publish any modified or replacement
statement.

A statement required to be published under this Article shall be published in a
way appearing to the DFSA to be best calculated to bring it to the attention of
the public.

In exercising, or deciding whether to exercise, its power under Article 90(2)(a),
the DFSA shall have regard to any statement published by it under this Article
and in force at the time when the contravention in question occurred.

If the person who is subject to a fine under Article 90(2)(a) has not paid to the
DFSA the full amount of the fine within the period specified in the notice, the
Court may order, on application of the DFSA, the recovery as a debt due so
much of the fine as remains outstanding, together with costs.

* This text is amended from the previous consultation text in CP 90. This is because the initial text
contemplated a statement of general procedures applying to the exercise of these powers this is now set
out under Schedule 3.

% paragraph (c) about recovery of costs is deleted as recovery of costs is dealt with in Article 90(10).
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91.  Saving and Transitional**

(1) For the purposes of this Article:

(a) “previous Law” means the Regulatory Law 2004 as it was in force
immediately prior to the [DIFC Laws Amendment Law of 2014]
coming into force; and

(b) “current Law” means the provisions of this Law that came into force
under the [DIFC Laws Amendment Law of 2014].

& (2) The saving and transitional provisions in this Article apply are-applicable-in
circumstances where the DFSA has issued a notice under Article 90 or 91 of

the prewous Liaw. FeHh&qupes&ef—thB—AmeI&the—preweuH:aW—means

Laws—Amendmem—eNe—za—an—ef—ZO}Z—eemmg—m%e—feFee—ez-) Where such a

notice has been issued by-the-DFESA, Articles-90 and-91(as-amended)-under
thistaw of the current Law shall not affect:

€)) any right, privilege, remedy, obligation or liability accrued to or
incurred by any person; or

(b) any investigation or legal or administrative proceeding commenced or
to be commenced in respect of any right, remedy, privilege, obligation
or liability,

in relation to the relevant notice, and any such investigation or legal or
administrative proceeding may be instituted, continued or enforced, including
any penalty, fine or forfeiture, under this-taw the current Law subject to Article

90(3)-9+A¢3).

3 Where such a notice has been issued by the DFSA, Article 90 Articles90-and
91 as prescribed in the previous Liaw are is deemed to continue in force until
such time as necessary for the purposes of any investigation or proceeding
specified in this Article to be concluded.

92. Injunctions and Orders

@

* The CP90 version of this provision has been amended by the deletion of the text in sub-article (4).
* This sub-article is deleted as the intention is to use the proposed saving and transitional rulemaking
power in Article 118 for all such Rules.
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(€)

()

(9)

(h)

(i)

an order prohibiting the relevant person or any other person from taking
or sending out of the jurisdiction of the Court or out of the United-Arab
Emirates State any assets of the relevant person or held on his behalf;

in the event that the relevant person is a natural person, an order
appointing a receiver or trustee, having such powers as the Court may
see fit, of the property or any of the property of the relevant person;

in the event that the relevant person is a body corporate, an order
appointing a receiver or receiver and manager, having such powers as
the Court may see fit, of the property or any of the property of the
relevant person;

in the event that the relevant person is a natural person, an order
requiring him to deliver up to the Court his passport and such other
documents as the Court sees fit; or

in the event that the relevant person is a natural person, an order
prohibiting him from leaving the jurisdiction of the Court or of the
United-Arab-Emirates State without the consent of the Court.

Compulsory Winding up

Where it appears to the DFSA that it is just and equitable and in the interests of the
DIFC that a company which is or has been:

(a)
(b)

an Authorised Person Firm-or-Authorised-Market-tnstitution; or

carrying on Financial Services in breach of the Financial Services Prohibition;

should be wound up, it may apply to the Court for, and the Court may make orders
considered necessary and desirable for, the winding up of such company.
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PART 8: ACCOUNTING AND AUDITING

NB — From this point on, for the purpose of this consultation, the amendments proposed in
CP 91 (the Audit Regime) to the following provisions have been accepted and any further
amendments proposed under CP 94 are shown in the usual manner.

CHAPTER 2 - REGISTRATION OF AUDITORS AND AUDIT PRINCIPALS

[101]. Registration and conditions and restrictions

(1)

()

3)

(54)

(65)

(#6)

The DFSA shall make Rules setting out the criteria a person must meet to
become and remain registered by the DFSA as a Registered Auditor or as an
Audit Principal.

An application to be registered as an Audit Principal shall be made jointly by
the Registered Auditor and the person who will be the Audit Principal if
registration is granted.

The DFSA may:

€)) grant or refuse to grant an application for registration as a Registered
Auditor or Audit Principal; and

(b) impose restrictions and conditions upon the registration.

Upon granting registration as a Registered Auditor or as an Audit Principal, the
DFSA shall inform the applicant of that fact and whether there are any
restrictions or conditions imposed upon the registration.

A Registered Auditor and an Audit Principal shall act within the scope of the
relevant registration and comply with any restrictions and conditions imposed
upon such registration.

The DFSA may—subjectto-Articles 101(8)and{9). *’at any time by written

notice to a Registered Auditor or Audit Principal, as appropriate:

@ impose restrictions or conditions on the registration of that Registered
Auditor or that Audit Principal; and

% The CP 91 version of this provision has been amended by the deletion of this text.
" The CP 91 version of this provision has been amended by the deletion of this text.
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(b) vary or withdraw restrictions or conditions imposed on such
registration.

(87)  The DFSA may act under Article 101(6%) on its own initiative or at the request
of the Registered Auditor or Audit Principal.

(8) The procedures in Schedule 3 apply to a decision of the DFSA under this
Avrticle to refuse to grant an application for registration or to impose or vary
conditions and restrictions on any registration. If a power is being exercised in
relation to an Audit Principal, the DFSA shall give both the Audit Principal and
its Registered Auditor an opportunity to make representations under those

procedures.

9 If the DFSA decides to exercise its power under this Article to refuse to grant
an application for registration or to impose or vary conditions or restrictions on
any registration, the applicant or Registered Auditor or Audit Principal may
refer the matter to the FMT for review. *

% The CP 91 version of this provision has been amended by the addition of this text.
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CHAPTER 3 - SUSPENSION AND WITHDRAWAL OF REGISTRATION OF
REGISTERED AUDITORS AND AUDIT PRINCIPALS

[102]. Suspension and withdrawal of registration

1) The DFSA may suspend or withdraw the registration of a Registered Auditor or
an Audit Principal:

(@)

(b)

(©)

in the case of the registration of a Registered Auditor, at the request of
the Registered Auditor;

in the case of the registration of an Audit Principal, at the request of the
Audit Principal or the Registered Auditor who appointed the Audit

Principal; or

on its own initiative.

2 The DFSA may exercise its powers under Article 102(1)(c) in the following
circumstances:

(a)

(b)

(©)

(d)

(€)

the Registered Auditor or Audit Principal is in breach of, or has been in
breach of, one or more restrictions or conditions applicable to its
registration;

the Registered Auditor or Audit Principal is in breach of, or has been in
breach of, this Law or the Rules;

the Registered Auditor is no longer fit and proper to provide the Audit
Services permitted under its registration or the Audit Principal is no
longer fit and proper to perform the role of Audit Principal,

the Registered Auditor has failed for a period of at least twenty-four
consecutive months to provide Audit Services permitted under its
registration;

in the case of an Audit Principal, if the Audit Principal:

(i) becomes bankrupt;

(i) is convicted of a serious criminal offence;

% The CP 91 version of this provision has been amended by the deletion of this text.
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(iii) becomes incapable (through mental or physical incapacity) of
managing his affairs; or

(iv) is no longer employed by the Registered Auditor who
appointed the Audit Principal; or

(f in the case of an Audit Principal, if the registration of its Registered
Auditor is suspended or withdrawn.

3 The DFSA may make Rules setting out requirements that a Registered Auditor
and an Audit Principal must meet before it will grant a request to suspend or
withdraw registration.

4 The procedures in Schedule 3 apply to a decision of the DFSA under Article
102(1)(c) to suspend or withdraw registration on its own initiative. If a power is
being exercised in relation to an Audit Principal, the DFSA shall give both the
Audit Principal and its Registered Auditor an opportunity to make
representations under those procedures. *

(45)  Where:
) either or both of the following occur:

(1) the DFSA conducts an investigation under Article 78 that
relates to a Registered Auditor or Audit Principal; or

(i) a recognised professional body conducts an investigation
relating to a member who is an Audit Principal; and

(b) arising out of such an investigation, the DFSA believes on reasonable
grounds that the Registered Auditor or Audit Principal has engaged in
serious misconduct that may form grounds for the withdrawal of the
registration of the Registered Auditor or Audit Principal,

the DFSA may suspend the relevant registration for the duration of the
investigation or any related proceedings insofar as the investigation or
proceedings relate to that Audit Principal or Registered Auditor.

(6) The procedures in Schedule 3 apply to a decision of the DFSA under Article
102(5). If a power is being exercised in relation to an Audit Principal, the
DFSA shall give both the Audit Principal and its Registered Auditor an
opportunity to make representations under the procedures in Schedule 3.

[€4)] If the DFSA decides to exercise its power under this Article to suspend or
withdraw the registration of a Registered Auditor or Audit Principal, the
Registered Auditor or Audit Principal may refer the matter to the FMT for
review. “

“* The CP 91 version of this provision has been amended by the addition of this text.
*1 The CP 91 version of this provision has been amended by the addition of this text.
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%2 The CP 91 version of this provision has been amended by the deletion of this text.
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CHAPTER 4 - APPOINTMENT AND REMOVAL OF AUDITORS

[104]. Appointment and removal of auditors

)

)

©)

(4)

()

(6)

(7)

(8)

In this Article, a Relevant Person means an Authorised Person, a Public Listed
Company and, in relation to a Domestic Fund, the Fund Manager of that Fund.

A Relevant Person, subject to Article 104(5), shall:

@ at each annual general meeting appoint a person-to act as Auditor from
the conclusion of that meeting to the conclusion of the next annual
general meeting; or

(b) at the beginning of each financial year appoint a person to act as
Auditor until the beginning of the next financial year.

A person who becomes a Relevant Person after the beginning of a financial
year must, subject to Article 104(5), appoint a person who shall act as Auditor
until the conclusion of that financial year.

A Relevant Person shall as soon as practicable fill any vacancy that arises in the
appointment of an Auditor.

The DFSA may make Rules exempting a specified class of Relevant Person
from the requirements in this Article. If a Relevant Person is exempted by the
DFSA from the requirements in this Article, then the other requirements in this
chapter and in chapters 5 and 6 of this Part do not apply to, or in relation to, the
Relevant Person.

In the case of an Domestic Fund which is an Investment Trust:

@ the Trustee of that Fund shall ensure that at all times the Domestic Fund
has an Auditor; and

(b) the Fund Manager of that Fund shall obtain the prior approval of the
Trustee before carrying out any activities under this Article relating to
the appointment or removal of an Auditor for that Domestic Fund.

A Relevant Person shall not appoint an Auditor under this Article unless:

@) the Auditor has, prior to the appointment, consented in writing to the
Relevant Person to hold such office; and

(b) the Relevant Person, and the Trustee of a Domestic Fund which is an
Investment Trust, is not, on reasonable inquiry, aware of any matter
which should preclude the Auditor from giving his consent under
Acrticle 105(2).

A Relevant Person may at any time remove an Auditor notwithstanding
anything in any agreement between it and the Auditor.
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(9)

(10)

(11)

The DFSA may direct, or the Court on an application made by the DFSA may
order, a Relevant Person to:

@ appoint an Auditor, where an Auditor has not been appointed by the
Relevant Person; or

(b) remove an Auditor and appoint a new Auditor, where in the opinion of
the DFSA or the Court (as the case may be) the Auditor appointed by
the Relevant Person is not suitable to provide Audit Services to the
Relevant Person.

The procedues in Schedule 3 apply to a decision of the DFSA under this Article
to give a direction.

If the DFSA decides to exercise its power under this Article to give a direction,

(120)

(13%)

the person may refer the matter to the FMT for review. *®

The appointment of a firm as an Auditor of an Authorised Person, a Public
Listed Company or a Domestic Fund is taken to be an appointment of all
persons who are partners of the firm.

Nothing in this Article is to be taken as depriving an Auditor removed under it
of compensation or damages payable to the Auditor in respect of the
termination of appointment as Auditor.

NB - From this point on all changes are those proposed under Consutlation Paper
No. 94 unless footnoted otherwise.

[118]. General Saving and Transitional

@)

For the purposes of this Article:

()] “previous Law” means the Regulatory Law 2004 as it was in force
immediately prior to the commencement of the [DIFC Laws
Amendment Law of 2014]; and

(b) “current Law” means the provisions of this Law that came into force
under the [DIFC Laws Amendment Law 2014].

The DFSA may, by Rules, prescribe any transitional or saving provisions as
appear to the DFSA necessary so as to give effect to, or facilitate, the transition
from the previous Law to the current Law.

** The CP 91 version of this provision has been amended by the addition of this text.
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SCHEDULE 1
INTERPRETATION

1. Rules of interpretation

)

2)

In the Law, unless the contrary intention appears, a reference to:

(a)

(b)

(©)

(d)

(€)
(f)
(9)

a statutory provision includes a reference to the statutory provision as
amended or re-enacted from time to time;

a person includes any natural person, body corporate or body
unincorporate, including a company, partnership, unincorporated
association, government or state;

an obligation to publish or cause to be published a particular document
shall, unless expressly provided otherwise in the Law, include
publishing or causing to be published in printed or electronic form;
unless stated otherwise, a day means a calendar day. If an obligation
falls on a calendar day which is either a Friday or Saturday or an
official sState holiday in the DIFC, the obligation shall take place on
the next calendar day which is a business day;

a calendar year shall mean a year of the Gregorian calendar;

a reference to the masculine gender includes the feminine; and

any reference to ‘dollars’ or ‘$’ is a reference to United States Dollars.

The headings in the Law shall not affect its interpretation.

Legislation in the DIFC

References to legislation and Guidance in the Law shall be construed in accordance
with the following provisions:

(@)

(b)
(©)

(d)
(€)

Federal Law is law made by the federal government of the State United-Arab
Emirates;

Dubai Law is law made by the Ruler, as applicable in the Emirate of Dubai;

DIFC Law is law made by the Ruler (including, by way of example, the Law),
as applicable in the DIFC;

the Law is the Regulatory Law, DIFC Law No.1 of 2004 made by the Ruler;

the Rules are legislation made by the DFSA under the Law and are binding in

nature;
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()

(9)

Guidance is indicative and non-binding and may comprise (i) guidance made
and issued by the Chief Executive as notations to the Rules; and (ii) any
standard or code of practice issued by the DFSA Board of Directors which has
not been incorporated into the Rules; and

references to "legislation administered by the DFSA" are references to DIFC
Law and Rules conferring functions and powers on the DFSA.
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3. Defined Terms

In the Law, unless the context indicates otherwise, the defined terms listed below shall
have the corresponding meanings:

Term Definition

in relation to an Authorised Person, means any
Affiliate other entity in the Group to which the
Authorised Person belongs.

an Authorised Firm or an Authorised Market
Institution.*

a natural person who has been authorised by the
Authorised Individual DFSA to perform one or more Licensed

Functions for an Authorised Firm.

Authorised Person

a written notice given by the DFSA to a person
pursuant to paragraph 5 of Schedule 3

Decision Notice

the Financial Markets Tribunal established

Financial Markets Tribunal pursuant referred to in Article 31 26 of the
Law.”

Financial Service has the meaning given in Article 41 of this Law.

FMT the Financial Markets Tribunal.*®

means a group of entities which includes an
entity (the “first entity’) and:

Group (a) any Parent of the first entity; and

(b) any Subsidiaries (direct or indirect) of the
Parent or Parents in (a) of the first entity.

a natural person who has been authorised by the
Key Individual DFSA to perform one or more Licensed
Functions for an Authorised Market Institution.

An endorsement made by the DFSA on a
Licence Endorsement Licence that permits an Authorised Person to
carry on an activity prescribed under Article 44.

Licensed Function a function prescribed pursuant to Article 43(1).

Parent a holding company as defined in Schedule 1 to
the DIFC Companies Law.

Preliminary Notice a written notice given by the DFSA to a person
under paragraph 4(1) of Schedule 3.

* This definition of “Authorised Person” is proposed in CP 91 (Audit Regime). It is included in this text
for information as various amendments are proposed which use this definition.

*® The amendments proposed to this definition are those proposed under CP90 and no further amendments
are proposed under this consultation.

*® The amendments proposed to this definition are those proposed under CP90 and no further amendments
are proposed under this consultation.
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Term Definition

Principal Representative has the meaning prescribed in the Rules.

. ’ liched underand ¥
I I : 5 : il
| . : I el :

this-Law"
. .
Respendent a_p%%%ﬁh&%he%%mm _ e
State United Arab Emirates.
Subsidiary a subsidiary as defined in Schedule 1 to the

DIFC Companies Law.

*" The amendments proposed to this definition are those proposed under CP90 and no further amendments
are proposed under this consultation.
*® The amendments proposed to this definition are those proposed under CP90 and no further amendments
are proposed under this consultation.
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SCHEDULE 3 - DECISION-MAKING PROCEDURES

In

|

[

Interpretation

For the purposes of this Schedule:

“Relevant Person” means a person in relation to whom a power is exercised or proposed

to be exercised.

Application of Schedule

This Schedule applies to the DFESA, subject to paragraph 3, where a provision in

legislation administered by the DFSA requires the DFSA to make a decision in

accordance with the procedures in this Schedule.

Decisions to which procedures do not apply

o)

The procedures in this Schedule (other than sub-paragraph (2) of this paragraph)
do not apply to a decision by the DFSA:

@ to withdraw a direction, requirement, restriction or prohibition;

(b) to withdraw a condition or restriction imposed on a Licence, Licence
Endorsement, registration, authorisation or approval; or

©) in relation to a person, if the person has requested, or consented in
writing to, the making of the decision. *°

In the cases referred to in subparagraph (1), the DFSA must notify the person in
writing of the decision and the date on which it is to take effect.

If the DFSA makes a decision in relation to a person after a determination of the
FMT or a decision of the Court relating to the conduct of the person, the
requirement to give the person an opportunity to make representations under
paragraph 4 or 6 (as applicable) does not apply in relation to findings of fact of
the FMT or the Court.

Opportunity to make representations before a decision

@)}

If the DFSA proposes to make a decision to which this Schedule applies, it must
first give the Relevant Person:

@ a written notice (a “Preliminary Notice™) containing the information in
sub-paragraph (2); and

(b) an opportunity to make representations to the DFSA in person and in
writing concerning the decision the DFSA proposes to take.

* The decision making procedures are not appropriate in these cases as these are decisions which do not
adversely affect the person or decisions which the persons has specifically requested or consented to.
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The Preliminary Notice must:

@ specify the proposed decision;

(b) specify the reasons for that proposed decision, including any proposed
findings of fact;

©) include a copy of the relevant materials which were considered in
making the proposed decision;

d) inform the person that they may make representations to the DFSA
concerning the proposed decision; and

(e) specify how and by when any representations may be made.

For the purposes of sub paragraph (2)(c), the DFSA:

@ may refer to materials (instead of providing a copy) if they are already
held by the Relevant Person or are publicly available; and

(b) is not required to provide material that is the subject of legal
professional privilege.

If the DFSA does not receive any representations within the period specified in
the Preliminary Notice, it may proceed to make the proposed decision and give
the person a Decision Notice in accordance with paragraph 5.

If the DFSA receives representations within the period specified in the
Preliminary Notice, it must consider the representations in making the decision.

If, after considering the representations, the DFSA decides:

@ to make the proposed decision (either as proposed or with variations),
then it must give the person a Decision Notice under paragraph 5; or

(b) not to make the proposed decision, then it must as soon as practicable
notify the person in writing that it has decided not to make the
decision.

If the DFSA concludes that any delay likely to arise as a result of complying
with the procedures in this paragraph would be prejudicial to the interests of
investors or market participants or otherwise prejudicial to the interests of the
DIFC:

@ the requirements in subparagraphs (1) to (6) do not apply; and

(b) instead the DFSA must provide the person with an opportunity to
make representations in accordance with the procedures in paragraph
6 after it has made the decision.
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Decision Notice

o)

If the DESA decides to make a decision to which this Schedule applies, it must,

as soon as practicable, give the Relevant Person a written notice (a “Decision

Notice™) specifying:

(@)

E B E

(e)

the decision;

the reasons for the decision, including its findings of fact;

the date on which the decision is to take effect;

if applicable, the date by which any relevant action must be taken by
the person; and

the person’s right to seek review of the decision by the FMT (where

applicable).

The Decision Notice must include a copy of the relevant materials which were

considered in making the decision.

For the purposes of subparagraph (2), the DFSA:

@

(b)

may refer to materials (instead of providing a copy) if they are already
held by the Relevant Person or are publicly available; and

is not required to provide material that is the subject of legal
professional privilege.

Opportunity to make representations after a decision

@)}

If this paragraph applies under paragraph 4(7), the DFESA must:

(a)

provide the Relevant Person with an opportunity to make
representations to the DFSA in person and in writing within a period
of 14 days, or such further period as may be agreed, from the date on
which the Decision Notice is given to the person under paragraph 5;
and

inform the Relevant Person in the Decision Notice that they may make
representations concerning the decision and specify how and by when
any representations may be made.

If the DFSA does not receive any representations within the period specified in

the Decision Notice, it must inform the person in writing that the decision is to

stand (subject to any right of the person to refer the matter to the FMT for

review).
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If the DESA receives representations within the period specified in the Decision

Notice, it must consider the representations in deciding whether to confirm,

withdraw or vary the decision.

If after considering representations received the DFSA decides:

(a)

(b)

©

to confirm the decision, it must as soon as practicable notify the
person in writing that the decision is to stand (subject to any right of
the person to refer the matter to the FMT for review);

to withdraw the decision, it must as soon as practicable notify the
person in writing that the decision has been withdrawn; or

to vary the decision, it must as soon as practicable give the person an
amended Decision Notice under paragraph 5.

For the avoidance of doubt, the opportunity to make representations under this

paragraph does not arise:

(@)

(b)

if the person was given a Preliminary Notice and the opportunity to
make representations under paragraph 4 before the decision was made;
or

in respect of an amended Decision Notice given under sub-paragraph

(4)(c).
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