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United Arab Em

Circular No. : 9/2020

Date 10/01/2021

To All System Operators and
Settlement Institutions of
licensed and/or designated
Large Value Payment Systems

Subject Large Value Payment Systems

Introduction

Robust Financial Infrastructure Systems are
essential to monetary and financial stability, the
smooth and efficient operation of the financial
system, and the effectiveness of international
financial centers. Against this backdrop, the policy
objective of the Central Bank is to promote and
ensure the safety and efficiency of Financial
Infrastructure Systems in the UAE. For the purpose
of this Regulation, the regulatory focus is on Large-
value Payment Systems (LVVPS) which are Financial
Infrastructure Systems that support the financial and
wholesale activities in the State.

The Regulation covers the licensing requirements in
relation to LVPS as well as the obligations and
ongoing requirements in relation to a designated
LVPS.

The Central Bank Law expressly sets out the powers
of the Central Bank in relation to the licensing,
designation, oversight and enforcement of
Financial Infrastructure  Systems that are
systemically important, including LVPS.

The Central Bank Law also considers finality of
payment and settlement to all transactions conducted
through Financial Infrastructure Systems, that meet
one of the designation conditions provided for in
Article (126) (2) of the Central Bank Law.
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Objectives and scope

The objective of this Regulation is to ensure safety
and efficiency of Financial Infrastructure Systems in
the UAE and promote efficient and smooth
operations thereof.

This Regulation applies to LVPS that are operated in
the State, or accept the clearing or settlement of
Transfer Orders denominated in the Currency both
in the State or outside the State, in compliance with
the provisions of the Central Bank Law, including
Acrticle 28 thereof. With respect to designated LVPS,
this Regulation also requires compliance with the
relevant provisions of the PFMI relating to the
obligations of central banks, market regulators and
relevant  authorities  for  financial  market
infrastructures to cooperate with each other,
domestically and internationally, as appropriate, in
order to promote the safety and efficiency of
financial market infrastructures.

The provisions of this Regulation shall not apply to
Financial Free Zones and to LVPS operating therein

unless when expressly provided hereunder

Article (1): Definitions

1. Central Bank: means the Central Bank of the
United Arab Emirates.

2. Central Bank Law: means Decretal Federal
Law No. (14) of 2018 Regarding the Central
Bank & Organization of Financial Institutions
and Activities and its amendments from time to
time.

3. Clearing: means the process of transmitting,
reconciling and, in some cases, confirming
transactions prior to settlement, potentially
including the Netting of transactions and the
establishment of final positions for settlement.
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Clearing and Settlement System: means a
system established for (a) the clearing or
settlement of payment obligations; or (b) the
clearing or settlement of obligations for the
transfer of book-entry securities, or the transfer
of such securities.

Currency: means the State’s official national
currency notes and coins, which unit is referred
to as the “Dirham”.

Default Arrangements: in respect of a
Financial Infrastructure System, means the
arrangements in place within the system for
limiting systemic and other types of risk in the
event of a Participant Person appearing to be, or
likely to become, unable to meet his obligations
in respect of a Transfer Order; and would
include any arrangements that have been
enforced by the System Operator or Settlement
Institution for the following: (1) the Netting of
obligations owed to or by a Participant Person;
(2) the closing out of open financial position of
a Participant Person; or (3) the realization of
collateral securities to secure payment of
obligations owed by the Participant Person.

Designated System: means any Financial
Infrastructure System designated by the Central
Bank as systemically important, in accordance
with the provisions of the Central Bank Law and
this Regulation.

Financial Free Zones (FFZ): means free zones
subject to the provisions of Federal Law No 8 of
2004, regarding Financial Free Zones, and
amending laws.

Financial Infrastructure System: means either
(1) a Clearing and Settlement System or (2) a
Retail Payment System, established, operated,
licensed, or overseen by any of the Regulatory
Authorities in the State.
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10. Grievances & Appeals Committee: means the
Committee referred to in Article (136) of the
Central Bank Law.

11. Large-value Payment System (LVPS): means
a Clearing and Settlement System that is
designed primarily to process large-value and/or
wholesale payments typically among financial
market participants  (so-called wholesale
payments) or involving money market, foreign
exchange or many commercial transactions,
excluding bilateral clearing and settlement
arrangements and relationships which do not
constitute a “system”.

12. License: means a License issued by the Central
Bank to an SO and/or Sl to operate an LVPS in
the State. The License shall be valid for a period
of five years, unless it is suspended or revoked
by the Central Bank.

13. Netting: in respect of a Clearing and Settlement
System, means the conversion of the various
obligations owed to or by a Participant Person
towards all the other Participant Persons in the
system, into one net obligation owed to or by the
Participant Person.

14. Operating Rules: means rules set up by the
System Operator to cover the operation of a
Financial Infrastructure System including, but
not limited to, Participant Person account
opening and  maintenance,  contractual
relationships with and among Participant
Persons, Default Arrangements, payment and
settlement processing, Netting and collateral
arrangements,  authorization and  post-
transaction processes.

15. Participant Person: in respect of a Financial
Infrastructure System, means a Person who is
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16.

17.

18.

19.

20.

21.

party to or participant of the arrangements for
which the system has been established.

Person: means a natural or juridical person, as
the case may be.

Financial Market
Infrastructures (PFEMI): means  the
international standards for financial market
infrastructures (i.e. payment systems, central
securities depositories, securities settlement
systems, central counterparties and trade
repositories) issued by the Committee on
Payments and Market Infrastructures (CPMI)
and the International Organization of Securities
Commissions (IOSCO). The PFMI are part of a
set of 12 key standards that the international
community considers essential to strengthening
and preserving financial stability.

Principles of

Regulation: means the Large-value Payment
Systems Regulation.

Regulatory Authorities: means the Central
Bank and the Securities & Commodities
Authority.

Retail Payment System: means any fund
transfer system and related instruments,
mechanism, and arrangements that typically
handles a large volume of relatively low-value
payments in such forms as cheques, credit
transfers, direct debit, or card payment
transactions.

Settlement Institution (Sl): means an
institution that provides settlement services to a
Financial Infrastructure System, settlement
accounts in one currency or multi-currency in
the Financial Infrastructure System and in
certain cases, grants access to intraday liquidity
to Participant Persons.
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22. State: means the United Arab Emirates.

23. System Operator (SO): means a Person
responsible for the operation of a Financial
Infrastructure System including the
comprehensive management of all risks in the
Financial Infrastructure System, and ensuring
that the operation of the system is in accordance
with this Regulation and other relevant
regulations issued by the Central Bank.

24. Systemically Important Financial
Infrastructure System: a Financial
Infrastructure System which has the potential to
trigger or transmit systemic disruptions to the
State’s monetary and financial stability; this
includes, among other things, systems that are
the sole Financial Infrastructure System in a
jurisdiction or the principal system in terms of
the aggregate value of payments, and systems
that mainly handle time-critical, high-value
payments or settle payments used to effect
settlement in other Financial Infrastructure
Systems.

25. Transfer Order: in respect of a Financial
Infrastructure System, means any of the
following instructions: (1) instructions by a
Participant Person to make funds available to
another Participant Person to be transferred, on
a book-entry basis, in the accounts of the Sl for
a Clearing and Settlement System; or (2)
instructions for discharge from obligation to pay,
for the purposes of the Operating Rules of a
Clearing and Settlement Systems; or (3)
instructions by a Participant Person to either
settle an obligation by transferring a book-entry
security, or transferring those securities; or (4)
instructions by a Participant Person that result in
liability or discharge of retail operations
payment obligation.
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Article (2): Licensing requirements

1. As stipulated in Article (129) (1) (a) of the
Central Bank Law, operating an LVPS in the
State requires a prior License from the Central
Bank.

2. The SO and/or Sl of the LVPS must apply and

submit the required information and documents
set out in Annex A of this Regulation to the
Central Bank to obtain a License if the LVPS is
in operation in the State .

Article (3): Eligibility and criteria for designation
as Systemically Important Financial
Infrastructure System

1. As stipulated in Article (126) (2) of the Central
Bank Law, if a licensed LVPS falls within the
eligibility for designation as set out in the
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In forming an opinion as to whether an LVPS
satisfies the designation criteria, the Central
Bank may consider one or more of the following
factors in order to determine whether or not the
LVPS is a Systemically Important Financial
Infrastructure System: -

2.1. The estimated aggregate value of Transfer
Orders transferred, cleared or settled
through the LVVPS in a normal business day.
This refers to the total value of individual
instructions transferred, cleared or settled in
the LVPS. It also represents the sum of total
debits (or credits) to all accounts
maintained by the system prior to or in the
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systems during the transition period, the
estimated value can be worked out with
reference to historical data and business
plan.
2.2. The estimated average value of Transfer
Orders transferred, cleared or settled
through the LVPS in a normal business day.
This refers to the aggregate value of
instructions transferred, cleared or settled
through the system in a normal business
day, divided by the number of instructions
processed.
2.3. The estimated number of Transfer Orders
transferred, cleared or settled through the
LVPS in a normal business day.
2.4. The estimated number and the type of
Participant Persons of the LVPS.
2.5. Whether the LVPS is linked to any
Designated Systems that are licensed or
regulated by other Regulatory Authorities
in the State.

The above factors are intended to identify an
LVPS whose proper functioning is material to
the monetary or financial stability of the State or
that should be designated, having regard to
matters of significant public interest or public
order. During the designation process, should
the need arise, the Central Bank will discuss with
the SO and/or Sl of the relevant LVPS so as to
understand the design and features of the system
and assess whether it fulfills the criteria of a
Systemically Important Financial Infrastructure
System.
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Article (4): Designation process

1. The Central Bank will initiate the designation
process under the designation framework as
stipulated in Article (126) (3) of the Central
Bank Law, if it considers an LVPS is meeting or
is likely to meet the criteria for designation.

For the Central Bank to determine whether an
LVPS is eligible to be designated and whether it
satisfies the designation criteria for the purposes
of this Regulation, the Central Bank will request
information or documents regarding the LVPS
from any Person who is holding, or whom the
Central Bank reasonably believes holds such
information or documents, or from the SO or Sl
of the LVPS. This power to request for
information or documents applies to LVPS,
individuals or corporations established, located
or incorporated in the State and/or outside the
State. The Central Bank will coordinate with any
competent Regulatory Authority or other
competent authorities in other jurisdictions for
the purpose of requesting and securing such
information and documents.

The nature of information or documents that the
Central Bank may require might vary from
LVPS to LVPS. Generally speaking, the Central
Bank will seek to request information or
documents as set out in the Annexes of this
Regulation and may, where necessary, seek
additional information as is required in order to
assist the Central Bank in making such
determination.

During the designation process, the Central
Bank may discuss with the SO and/or Sl of such
system where necessary to understand the
features and the design of the system and
determine the LVPS’s eligibility for designation.

11
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5. The time for the designation process may vary
depending on the particular circumstances of
each case, including the nature and complexity
of the prospective designated LVPS and the
completeness of the information and documents
submitted to the Central Bank.

The SO and/or SI of a Designated System
licensed by the Central Bank may submit a
grievance against the designation decision,
issued by the Central Bank in accordance with
Avrticle (126) (3) of the Central Bank Law, by
applying to the Grievances & Appeals
Committee as set out in Article (11) of this
Regulation.

If the Central Bank intends to designate any of
the LVPS licensed by any Regulatory Authority
in the State or the competent regulatory
authorities in other jurisdictions as systemically
important, the Central Bank shall implement the
process for designation as provided for under
Acrticle (126) (6) of the Central Bank Law.

LVPS deemed to have been
designated

licensed and

8. As stipulated in Article (126) (5) of the Central
Bank Law, the LVPS established, developed,
and/or operated by the Central Bank are deemed
to have been licensed and designated.

The LVPS that are deemed to have been
designated are required to observe all the
obligations and oversight requirements imposed
on designated LVVPS under this Regulation in the
same manner as other designated LVPS.
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Article (5): Cooperation with relevant
requlatory authorities

1. As part of the designation process for LVPS
established and/or licensed by another
Regulatory Authority in the State or by relevant
regulatory authorities in other jurisdictions, the
Central Bank may agree with the relevant
regulatory authority which parts of this
Regulation, where relevant, may not apply to
concerned designated LVPS to avoid additional
regulatory burden on the SO and Sl of the LVPS.

The Central Bank will rely on co-operative
oversight with the relevant regulatory authority
of a designated LVPS operating in the State or in
other jurisdictions, in accordance with articles
(28) and (127) (2) of the Central Bank Law and
the cooperative framework set out in the PFMI.

Article (6): Revocation of License and designation

Grounds for revocation

1. As stipulated in Article (128) of the Central
Bank Law, the Central Bank may revoke the
License it has given to an LVPS if the LVPS is
unable to carry out its operations in compliance
with the provisions of the Central Bank Law or
this Regulation.

As stipulated in Article (126) (7) of the Central
Bank Law, the Central Bank may revoke the
designation of an LVPS it licenses if the LVPS
has ceased or is likely to cease being a
Systemically Important Financial Infrastructure
System or an LVPS whose proper functioning is
material to the monetary or financial stability of
the State.
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Revocation process

3. The Central Bank will prepare a review report on
whether a licensed and/or designated LVPS
satisfies the ground of revocation under this
Regulation. If the Central Bank intends to
revoke the License and/or designation of an
LVPS, the Central Bank will notify in writing
the SO and/or the Sl of the LVPS or the
regulatory authority where the LVPS is licensed
so that such authority can notify the SO and/or
Sl of the system the intention of the Central
Bank to revoke the License and/or designation.
The notice will state the grounds on which the
revocation is to be made and specify in the notice
a period of not less than twenty (20) working
days from the date of notification, during which
the SO and/or Sl of the system may be heard, or
may make written justifications, as to why the
grounds for revocation stated in the notice are
not valid.

If any SO and/or SI of the licensed and/or
designated LVPS wish to be heard or to make
written justifications, it should make such a
request to the Central Bank in writing before the
revocation takes effect, giving reasons as to why
the grounds for revocation specified in the notice
have not been established. After reviewing the
reasons given by the SO and/or Sl, the Central
Bank will determine whether the License and/or
designation should be revoked. In the course of
reviewing the matter, the Central Bank may
meet with the SO and/or Sl of the licensed and/or
designated LVPS should such need arise.

If the Central Bank decides to proceed to revoke
the License and/or designation of the LVPS, the
Central Bank will notify the SO and/or Sl of the
LVPS of the Central Bank’s decision in writing.

The SO and/or SI may object to the Central
Bank’s decision to revoke the License and/or

14

iyl sl el al Lol Sy
CENTRAL BANK OF THE U.A.E.

slaly) dulas

Jsx dxal ye o8 dlaely (538 sall o padll 058 3
Sl s s el alal) el i3 bl s S 1Y L
138 Cpana Lgale m poaial) oY) Gl 3 s aaaal
o i o) (5 S pall el ) 8 Jla 0 alail)
A gutl) sliia i/ 5 pUaill Jaiial e leid) (5 Sl
A8 ) Adalll o) ddled) dagdll il adall alasy dalal)
S Al Ll 3 adal Aal sk i 3 Can
Ae g pudtl sliia i 5 alaill Jadia jlad) (a3 uaY)
sy i) i/ 5 e il ) (38 all i uadll
g Oty gl (o eIV 5 ) L) i)
QedY) &l e dee o (20) el o B Y
Al el slaid i/ Ul Jeid LA S
daia axe Jsa dgladll agil ) e el o (e V)

i) e saaaall el b

alail 4 gui 3Lake sff 5 Al Jadia sl 2 5 Jla 8 4
S ol e YL ama i 5 i e dlle dad @l ada
I hd ey i G g Adadl) agldl ) e ol
Gl a8 g e lalY) Gl Ji (5 38 all Cauadl)
DY) e saaadl el Gl daa s
Ladiall <l jaall o g ALY 22y o5 38 sall o yuaall
s DAl Aas) ¢y gl sline i/ 5 alaill Jadie e
Copeaally il s pan il ) s
Jadiay glaia¥l callall 138 Zaal jo )¢5 S sl
Al Aal) iy adall allaid 4 ol aliine i/ 5 ALl

Aalall @y ) ced o) casadl 6l 5 ad yall

el Ll ) (538 5al) Gl 8 Jls 45
Slo ddle Al @y ady alad aaad i 5 pand
Mé‘b)\ﬁ&)@\ﬂ;ﬁ&ﬁﬂ‘uw‘
Al Zagall il adall pUai 4 guil) sl g/ 5 Al

Se Ual ey Ayl sl i/ Akl Jxid 6



United Arab Em

designation of the LVPS and provide
justifications for such objection by applying to
the Grievances & Appeals Committee as
provided by the Central Bank Law.

If the Central Bank considers that any designated
LVPS licensed by another Regulatory Authority
in the State or the concerned regulatory
authorities in other jurisdictions is no longer
meeting the designation criteria, the Central
Bank may request the concerned regulatory
authority, via an official notice, to revoke the
designation of the LVPS.

In all cases, the revocation of the License and/or
designation of the LVPS shall not affect any
transaction cleared and settled in the concerned
LVPS prior to the effective date of revocation.

Article (7) Settlement finality

1. In accordance with Article (131) of the Central
Bank Law settlement finality is “the discharge
of an obligation by a transfer of funds that has
become irrevocable and unconditional”.
Specifically, “settlement finality” refers to the
abrogation of all rights otherwise existing at law
that would allow the reversal of a Transfer Order
effected through, or proceedings within, an

LVPS.

Article (131) (1) of the Central Bank Law grants
finality to all transactions conducted through a
Financial Infrastructure System, therefore
rendering the same final, irrevocable and
irreversible, in any of the cases provided for
thereunder. Besides finality in respect of
Transfer Orders, the Central Bank Law also
provides legal certainty on the Netting
arrangements in a designated LVPS.

15

iyl sl el al Lol Sy
CENTRAL BANK OF THE U.A.E.

paiy () Jie S aghl ) e U e 5 Aalle dad IS ado
Ol G 5 o galall g cilallaill 8 Juadll d3ad Y il
Sl (ol

EN CA’A EUA.H Lﬁ\ uLa Sie) 1) cL;J'S)A\ s padl 7
AT Al ) dalu J8 (e pad e 25 lle Ao
Ghlie A Al 4yl cillalldl o A
il ulaa g g Wl 5 AY) (alaial)
&) dgieal) Al ) Akl N e Jledly callall

Al Aall 3 gdal) aUai apaas

o i elal) I8 e i i Y oY) gaes 4.8
Osmia oy U ALY il Aullall Al i3 i
Sy

Ao gl Aol 1(7) Bakal

S Al G padll 56 e (131) 3alell faliiul 1
o O al G e Aed el )" A gl Al S
oty oeSall il QB e c-mi I el Sy
Al elad) ) " peal) Al i Tuaady Ml e
L;usf—dﬂﬂ)ayu‘@bwuyu‘%ww@éﬁ?
Cne lle A 3 g allas JSA (e 3 Jpsall aY

Al

Cipaall O 58 e 131 okl (e (1) Q) ey 2
A alai e ot Al CSlabaall 488D Al (5 S all
w@\muup ‘u@gjwu“;um
G yadl) 58 i gy D al el il ) i)
e Aaaliall il 5 gt Led S Gl (538 5l
aaa) el Aagdll i3 gdal) alai pann ilall ulud



3.

If Netting has been effected in an LVPS that
meets any of the designation conditions refers to
in Article (126) (2) of the Central Bank Law, the
SO and/or Sl needs to take into consideration the
Netting of obligations of insolvent or bankrupt
parties to all obligations owed to or by a
participant person in the system, as per Article
(133) of the Central Bank Law.

In addition, this Regulation shall not limit,
restrict or otherwise effect, the preservation of
rights in underlying transactions and obligation
of Participant Person to notify of insolvency are
set out in Article (134) and Article (135) of the
Central Bank Law respectively.

Article (8): Ongoing requirements of designated
Large-value Payment Systems

Principal Requirements

1. The SO and/or Sl of a designated LVPS, are
required to ensure compliance with the
following:

1.1. LVPS must comply with any instructions
issued by the Central Bank and any relevant
international standards (e.g. PFMI), and
ensure proper and continued functioning of
the designated LVPS; and

1.2. LVPS must provide the information

required by the Central Bank and where it

deems appropriate for achievement of its
objectives.

The Central Bank may exempt the SO, Sl or a
Participant Person of a designated LVPS in a
general or specific manner, from the provisions
of this Regulation, instructions, rules, directives,
rules, and controls issued by it.
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3. The Central Bank may appoint experts and
advisors specialised in Financial Infrastructure
Systems to assist the Central Bank in performing
its duties and functions in accordance with this
Regulation.

Detailed requirements

4. Upon designation, an LVPS must comply with
the oversight requirements imposed under this
Regulation and the relevant provisions of PFMI
(see Article (9) for detail). Failure to comply
with any of those requirements may expose the
concerned party to possible sanctions as
provided for under the Central Bank Law. The
principal requirements, in addition to the
relevant provisions of the PFMI, include: -

4.1. Submission of particulars — the Central
Bank requires any SO and/or Sl of a newly
designated LVPS to inform the Central
Bank in writing of the designation
particulars within fourteen (14) working
days after the notification of designation,
including the name, place of business,
postal address and electronic mail address,
as well as the aspects of the management or
operations of the system. For any SO and/or
S| which are a corporation, the names and
personal particulars of the directors, chief
executive (if any) and shareholders of the
corporation are similarly required to be
submitted to the Central Bank. Details of
any subsequent change in any of those
particulars are to be notified to the Central
Bank in writing within fourteen (14) days
of the change taking effect.

4.2. Compliance with safety and efficiency

requirements — the general requirements

include safe and efficient operation of the

LVPS, the establishment of appropriate

Operating Rules, the existence of adequate
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4.3.

4.4.

4.5.

4.6.

compliance  arrangements, and the
availability of appropriate financial
resources. Any major change to a

designated LVPS’s Operating Rules
requires prior approval of the Central Bank.

Submission of information or documents -
the Central Bank may request information
or documents relating to a designated LVPS
from the SO and/or Sl of, or the Participant
Person in, the LVPS when performing the
oversight functions under this Regulation.
The SO and/or Sl of, or the Participant
Person in, the designated LVPS to whom a
request is made is required to submit the
information or documents within the period
specified in the request.

The Central Bank may, at any time, with a
short prior notice to the concerned SO
and/or Sl, examine any books, accounts or
transactions of the SO and/or Sl of a
designated LVPS when performing its
functions.

The Central Bank may require the SO
and/or Sl of, or the Participant Person in, a
designated LVPS to submit to the Central
Bank a report prepared by one or more
auditors on matters that the Central Bank
requires for discharging or exercising its
duties and powers under this Regulation.
The SO and/or Sl of, or the Participant
Person in, a designated LVPS may only
appoint an auditor approved by the Central
Bank or an auditor amongst auditors
approved by the Central Bank for preparing
a report required by the Central Bank.

The Central Bank may direct the SO and/or
Sl of a designated LVPS to take any action
necessary to bring the LVPS into
compliance with any of the requirements of
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4.7.

4.8.

4.9.

this Regulation. Such a direction will
specify the Central Bank’s concerns and the
action(s) to be taken, include a statement of
the respect in which the Central Bank
considers the designated LVPS not to be in
compliance with a requirement of this
Regulation and specify the period within
which the direction is to be complied with.

The SO and/or SI of the designated LVPS
must have proper Operating Rules to enable
its Participant Persons to obtain sufficient
information regarding their respective
rights and obligations associated with their
participation in the LVPS, especially the
Default Arrangements and the related
procedures. Such rights and obligations
must be clearly defined and disclosed to the
Participant Persons.

The SI must establish rules and procedures
as part of the Operating Rules to enable
final settlement to take place no later than
the end of the intended settlement time and
date. The related rules and procedures must
also ensure certainty in terms of
circumstances under which Transfer Orders
effected through the LVPS are to be
regarded as final as well as settled for the
purposes of the LVPS.

Where action has been taken under Default
Arrangements of a designated LVPS by the
SO and/or Sl in respect of a Participant
Person in the LVPS, the Central Bank may
direct the SO and/or SI of a designated
LVPS to give information relating to the
default to any official nominated by the
Central Bank. The nominated official is
responsible for assessing and examining
any matter arising out of or connected with
the default of the Participant Person in that
LVPS. The liabilities of Participant Persons
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for any loss arising from the default of the
Participant Person and the arrangements to
handle any disputes over Participant
Persons’ liability with respect to default
transactions should be clearly set out in the
rules and procedures.

Article (9): Compliance with Principles of
Financial Market Infrastructures Requirements

1. The Committee on Payment and Market
Infrastructures (CPMI) and the Technical
Committee of the International Organization
of Securities Commissions (I0OSCO) have set
forth a set of PFMI (details of PFMI are
available in the two websites: www.bis.org

and www.i0sco.org).

PFMI aims to assist central banks, market
regulators, and other relevant authorities in
enhancing safety and efficiency in payment,
clearing,  settlement, and recording
arrangements, and more broadly, limiting
systemic risk and fostering transparency and
financial stability.

Another objective of PFMI is to harmonize
and, where appropriate, strengthen the existing
international standards and risk management
practice for Financial Infrastructure Systems
such as LVPS that are systemically important.
In general, these standards are expressed as
broad principles in recognition of the differing
organizations, functions, and designs of the SO
and/or Sl, and the different ways to achieve a
particular result. The principles have also
incorporated a range of specific minimum
requirements (such as in the credit, liquidity,
the general business risk principles) to ensure
a common base level of risk management
across Systemically Important Financial
Infrastructure Systems and jurisdictions.
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The Sl and SO must robustly manage the risks
of their systemically important LVPS to ensure
their safety and promote financial stability. In
addition, a systemically important LVPS
should not only be safe, but also efficient.
Efficiency refers generally to the use of
resources by SO, Sl and their Participant
Persons in performing their functions. Safe
and efficient systemically important LVPS
contributes to well-functioning financial

markets.
PFMI, as global standards, are broadly
designed to apply to all Systemically

Important Financial Infrastructure Systems
across jurisdictions. The Central Bank
therefore requires any designated LVPS to
observe and comply with the relevant
principles in PFMI, in addition to the
compliance with the oversight requirements
set out in Article (8) of this Regulation.
Moreover, the Central Bank may impose
higher requirements than PFMI for the LVPS
either on the basis of specific risks posed by a
LVPS or as a general policy.

The requirements set out in the following
paragraphs are applicable to the systemically
important LVPS operated by the Central Bank,
a related entity/subsidiary of the Central Bank
and those operated by the private sector. The
SO and/or Sl should apply these requirements
on an ongoing basis in the operation of their
LVPS and business, including when reviewing
their own performance, assessing or proposing
new services, or proposing changes to risk
controls.

In aligning this regulation with leading
international practice, LVPS must comply with
the relevant principles set out in the following
paragraphs.
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10.

11.

12.

13.

Principle 1: Legal basis — a systemically

important LVPS must have a well-founded,
clear, transparent, with a high degree of legal
certainty and an enforceable legal framework for
each material aspect of its activities.

Principle 2: Governance — a systemically

important LVPS must have governance
arrangements that are clear and transparent,
promote the safety and efficiency of the LVPS,
and support the stability of the broader financial
system, other relevant public interest
considerations, and the objectives of relevant
stakeholders.

Principle _ 3: Framework  for _ the
comprehensive _management _of risks — a
systemically important LVVPS must have a sound
risk management framework for
comprehensively managing legal, credit,
liquidity, operational, and other risks.

Principle 4: Credit risk — a systemically
important LVPS must effectively measure,
monitor, and manage its credit exposures to
Participant Person and those arising from its
payment, clearing and settlement processes. The
systemically important LVPS must maintain
sufficient financial resources to cover its credit
exposures to each Participant Person fully with a
high degree of confidence.

Principle 5: Collateral — a systemically
important LVPS that requires collateral to
manage its or its participants’ credit exposure
must accept collateral with low credit, liquidity,
and market risks. A systemically important
LVPS must also set and enforce appropriately
conservative haircuts and concentration limits.

Principle 6: Liquidity risk — a systemically
important LVPS must effectively measure,
monitor, and manage its liquidity risk. A
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14.

15.

16.

17.

systemically important LVPS must maintain
sufficient liquid resources in all relevant
currencies to effect same-day and, where
appropriate, intraday and multiday settlement of
payment obligations with a high degree of
confidence under a wide range of potential stress
scenarios that should include, but not be limited
to, the default of the participant and its affiliates
that would generate the largest aggregate
liquidity obligation for the systemically
important LVPS in extreme but plausible market
conditions.

Principle 7: Settlement finality a
systemically important LVPS must provide clear
and certain final settlement, at a minimum by the
end of the value date. Where necessary or
preferable, a systemically important LVPS
should provide final settlement intraday or in
real-time.

Principle 8: Money settlement — a systemically
important LVPS must conduct its money
settlements in central bank money where
practical and available. If central bank money is
not used, a systemically important LVPS should
minimize and strictly control the credit and
liquidity risk arising from the use of commercial
bank money.

Principle 9: Exchange-of-value settlement
systems — if a systemically important LVPS
settles transactions that involve the settlement of
two linked obligations such as securities or
foreign exchange transactions, it must eliminate
principle risk by conditioning the final
settlement of one obligation upon the final
settlement of the other.

Principle 10: Participant-default rules and
procedures — a systemically important LVPS
must have effective and clearly defined rules and
procedures to manage a Participant Person

23

iyl sl el al Lol Sy
CENTRAL BANK OF THE U.A.E.

AIS A g 3 ) e e alaad) Auallail) daal) 5 Allall
&l Sl 3l A gl Aall Gl G eal) s (e
IS adall bl 33l Ay gud €8 g pall Sie g e sall DI
Jh & A e ddle dany 4 e i s
Jiw e Jads 88 ) ddisal) Jarcall Sla g )l
dagdll iy adall alail A3llaa Yl Al goll eb‘ﬂ‘\f'&z\ |
Ll Gsmll Aaa Cig pla 8 Baalladl) BaaaY) 5 Al

adall s e Cany — Ay gudll) duilgd 17 Tanall 14
Al A et el Aalatl) AoaaY) 5 Adlad) Al i3
LB )l elgiily ol aaS @llh 5 3aST 5 daual
a8l Al b gy of oy AladY) 6l 3 5 g guiall Al
S i) 4 geal) Aallail) Aiaal) g Al Aol ol
) sl DA i Jadll gl

Q) Al o aay — dllal) &gl 18 Tanal) 15
A Al o A Aelaal) A 5 Adlad) dagdll
Llee clly (IS e (538 pall Caaaall JI sal alasiuly
Al ol ey el daladinl aae Jla g Taliag
J<5 Gl Y 5 aal) daalail) Aaa Y 5 Allal) Aassl) ol
Taalll A gandl g Glail Aaiall Hlalaall e 3ds

Agladll Gojliadl Jsal aladiul e

O 1Y) — Adalial) all) & g dalil 19 Al 16
asty Apallaill diaally dgllall dagll iy adall i
GBSV CplilEie Caal 3 A gas J gt i alaa A gy
A ade Gan (aiaY) Gopall Elaas AWl
2aY Al Aypudil by DA (o Apeati ) LAl

LAY a3 Al 4y gully el Y

— CS i) AT il palg 3068 210 Tl 17
dpaldaill dpaa ) g Adled) dagdll il pdall akas e cany
alas 5 ylaY daual gy Alled Cilel jals 2ol B auag
Q‘;\ﬁ?\} Jc\)ﬂ\ odA r’;.\Mj M _tﬂ)\.ﬁm Uadd




i ;\"\;EHH
VIR
AN

United Arab Emirates

18.

19.

20.

21.

default. These rules and procedures should be
designed to ensure that the systemically
important LVPS can take timely action to
contain losses and liquidity pressures and
continue to meet its obligations.

Principle 11: General business risk — a
systemically important LVPS must identify,
monitor, and manage its general business risk
and hold sufficient liquid net assets funded by
equity to cover potential general business losses
so that it can continue operations and services as
a going concern if those losses materialize.
Further, liquid net assets should at all times be
sufficient to ensure a recovery or orderly wind-
down of critical operations and services.

Principle 12: Custody and investment risks —
a systemically important LVPS must safeguard
its own and its Participant Persons’ assets and
minimize the risk of loss on and delay in access
to these assets. A systemically important
LVPS’s investments should be in instruments
with minimal credit, market, and liquidity risks.

Principle 13: Operational risk —a systemically
important LVPS must identify the plausible
sources of operational risk, both internal and
external, and mitigate their impact through the
use of appropriate systems, policies, procedures,
and controls. LVPS should be designed to
ensure a high degree of security and operational
reliability and should have adequate, scalable
capacity.  Business continuity management
should aim for timely recovery of operations and
fulfilment of the systemically important LVPS’s
obligations, including in the event of a wide-
scale or major disruption.

Principle 14: Access and participation
requirements — a systemically important LVPS
must have objective, risk-based, and publicly
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22.

23.

24,

25.

26.

27.

disclosed criteria for participation, which permit
fair and open access.
Principle 15 — Tiered participation
arrangements — a systemically important LVPS
must identify, monitor, and manage the material
risks to the systemically important LVPS arising
from tiered participation arrangements.

Principle 16: Financial market infrastructure
links — a systemically important LVPS that
establishes a link with one or more FMIs must
identify, monitor, and manage link-related risks.

Principle 17: Efficiency and effectiveness — a
systemically important LVPS must be efficient
and effective in meeting the requirements of its
Participant Persons and the markets it serves.

Principle 18: Communication procedures and
standards — a systemically important LVPS
must use, or at a minimum accommodate,
relevant internationally accepted
communication procedures and standards in
order to facilitate efficient payment, clearing,
settlement, and recording.

Principle 19: Disclosure of rules, key
procedures, and market data — a systemically
important LVPS must have clear and
comprehensive rules and procedures and should
provide sufficient information to enable
Participant Persons to have an accurate
understanding of the risks, fees, and other
material costs they incur by participating in the
systemically important LVPS. All relevant rules
and key procedures should be adequately
disclosed.

In addition, CPMI issued a strategy, “Reducing
the risk of wholesale payments fraud related to
endpoint _security”, on 8" May 2018, to
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encourage industry efforts to reduce the risk of
wholesale payments fraud and help market
participants stay focused. The strategy is
designed to help SO, Sl and Participant
Persons of Financial Infrastructure Systems
and messaging networks as well as their
respective  supervisors, regulators and
overseers. The strategy sets out seven
elements, which cover all areas relevant to
preventing, detecting, responding to and
communicating about fraud and will work
holistically.

28. The Central Bank requires the SO and/or SI of

the designated LVPS to take into account this
CPMI strategy and any amendments thereto,
when implementing the security measures over
the LVPS.

Article (10): Enforcement and sanctions

Violation of any provision of this Regulation or
committing any of the violations provided for under
the Central Bank Law may subject Sl and/or SO to
administrative and financial sanctions and penalties
as deemed appropriate by the Central Bank.

Article (11): Appeal mechanism

1. For the purposes of this Regulation, the relevant
Central Bank’s decisions that may be subject to
appeal before the Grievances & Appeals
Committee include: -

1.1. licensing and designation of LVPS;

1.2. revocation or cancellation or suspension of

a License and designation of LVPS; and

1.3. any Central Bank’s actions undertaken

against a violating Person.
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2. Under the Regulation, any Person aggrieved by
any of the decisions set out in paragraph 1 of this
Acrticle may refer the decision to the Grievances
& Appeals Committee in writing for review.

3. Any Person who intends to refer any of the

relevant decisions of the Central Bank to the
Grievances & Appeals Committee is required to
do so in writing to the Central Bank stating the
grounds on which the review is sought, as per the
committee charter.

Article (12): Transition Period

1. A one-year transitional period will commence
on the date the Regulation comes into force.
System Operators and Settlement Institutions of
existing LVPS operating in the State may
continue operating throughout the transitional
period without being regarded as contravening
this Regulation. Nevertheless, they are required
to obtain a license from the Central Bank to
operate their LVPS before the expiration of the
transition period.

If the Central Bank considers that a Financial
Infrastructure System fulfills the criteria for
designation as provided for under the Central
Bank Law, the Central Bank shall have the
power to require any such system to obtain a
license within a reasonable period to be
determined by the Central Bank prior to the
expiration of the transition period.

Article (13): Interpretation of this Requlation

1. The Regulatory Development Division of the

Central Bank shall be the reference for
interpretation of the provisions of this
Regulation.
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1. This Regulation shall be published in the 4y =l el dsen )l 32 all 8 HUail) 138,55 1
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shall come into effect one month from the date 3 sy ¢ s ulaiN) 5 o yall Guaill G (el sl 25
of publication. In case of any discrepancy ) A all L sl il
between the Arabic and the English, the Arabic

version will prevail.
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Abdulhamid M. Saeed Alahmadi
Governor of the Central Bank of the UAE
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ANNEX A

Information or documents that may be
requested under this Regulation

A copy of the Operating Rules of the LVPS.

Details of the type of services offered by the
LVPS.

Details of the constitution, structure, nature
of business, ownership and management of
the LVPS, the SO and the SI.

Details of the design and function and
external system interfaces of the LVPS,
including details specifying the point at
which a Transfer Order takes effect as having
been entered into the LVPS and of the point
after which a Transfer Order may not be
revoked by a Participant Person or any other

party.

A copy of the last three annual reports, if any,
and the financial statements (with any
auditor’s reports) for the current financial
year of the LVPS, the SO and the SI.

The basis for membership of or participation
in the LVVPS (i.e. admission criteria) and a list
of the current members of or Participant
Persons in the LVPS.

Tariff information and schedule.

Names of the SO and/or SI, if any, of the
LVPS and whether the SO and/or Sl are also
Participant Persons in the LVPS under the
Operating Rules of the system. Legal
contracts or documents between the SO and
the Sl in relation to the LVVPS.
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Details of the types, volume and values of
Transfer Orders processed by the LVPS.

10. Detailed business contingency plan.

Name and contact details of the Person to
whom questions relating to the designation of
the LVPS should be directed.

11.

For overseas systems, the following additional
information may be required: -

1. Name of each of the relevant regulators
where the LVPS is regulated by one or more
regulatory authorities not within the State

jurisdiction.

An outline of any laws and other regulatory
requirements relating to the operations of the
LVPS, if regulated by a regulatory authority
not within the State jurisdiction.

Evidence of the LVPS’ compliance with any
applicable laws and regulatory requirements
of a jurisdiction outside State, which may
include comments from home supervisory
authority on the LVPS’ compliance with any
applicable laws and regulatory requirements
of a jurisdiction outside State.

ANNEX B

Information on System Operator (SO) /
Settlement Institution (SI)

Name of clearing and settlement system to
which the designated LVPS relates.

Name of SO/ SlI.

Legal form (body corporate, partnership,
etc.).

Country of incorporation or formation.
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Throughput guidelines (if changed) from
SO/SI.

Results of stress testing, if any (once the
results are available) from SO.

Fees and cost from SO, including: -

i. Joining cost (breakdown into (i)
entry/admission fee, (ii) basic system
set-up costs (limit to those costs known
to SO) and membership fee).

Calculation basis of (i) admission fee and
(if) membership fee.

iii. Transaction tariff (breakdown by types)
and how the tariff is determined (e.g.
whether determined on a cost-recovery
basis).

Other fees of participating in the LVPS,
if any.

Outsourcing plan (if any) (for any
outsourcing plan not yet implemented) from
SO.

Internal and/or external auditor’s report on
various risk areas (if any) from SO and/or SI.

To be submitted if and when available by SO and/or
Sl

1. Development plan and business forecast for
the designated LVPS for the coming year, if
available.

2. Budgetary plan highlighting the resources

devoted to system maintenance and
development for the coming vyear, if
available.
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To be submitted within two weeks when changes are

Audited financial statements and accounts of
SO and/or SI, such as balance sheet, cash
flow statement, profit and loss account for
the latest financial year.

Results of stress testing, if any (once the
results are available).

Internal and/or external auditor’s report on
various risk areas (if any) if initiated by
SO/SI.

made, highlighting the changes

1

To be submitted as and when required by the Central

Current credit rating(s) by SI.
Throughput guidelines (if changed) by SI.

Fees and Cost by SO.

Outsourcing plan (if any) (when new plan is
available) by SO.

Business continuity plan (if any, during the
year).
Organization chart and structure (if changed)

Throughput guidelines (if changed) by SO
and/or SI.

Business continuity plan (if any, during the
year) by SO and/or Sl.

LVPS specifications by SO and/or SI.

Bank

1

Internal and/or external auditor’s report on
various risk areas as and when required by
the Central Bank.

To be submitted on a yearly basis

1

Liquidity commitment or other financial
commitment by SI for daily operation of
LVPS.
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2. Development plan and business forecast for ld adal] sl JleeY) Sl gig o olaill Adal D
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3. Budgetary plan highlighting the resources — Ailual daadall 3 ) gall jelad Al Al juall 4ol 3
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development for the coming year, if available i ucl) 3L i/
by SO and/or SI. o S
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