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Major Acquisitions Regulation

Circular No: 02/2020
Date: 24/3/2020

To: All Banks
Subject: Major Acquisitions

Introduction:

The Central Bank seeks to promote the effective and
efficient development and functioning of the banking
system. To this end, it is necessary to regulate and
supervise  Major  Acquisitions proposed and
undertaken by banks and banking groups.

In introducing this Regulation, the Central Bank
intends to ensure that Banks adopt prudent approaches
to Major Acquisitions within a Regulatory framework
in line with leading international practices.

This Regulation is issued pursuant to the powers
vested in the Central Bank under the Central Bank
Law (Decretal Federal Law No. (14) of 2018).

Where this Regulation includes a requirement to
provide information or to take certain measures, or to
address certain items listed at a minimum, the Central
Bank may impose requirements that are additional to
the listing provided in the relevant Article.

The onus is on the Board to demonstrate that it has
implemented a comprehensive approach to Major
Acquisitions. Banks are encouraged to adopt leading
practices that exceed the minimum requirements of the
Regulation.

Objective:

The objective of this Regulation to establish a
prudential framework for evaluating Banks’
approaches to Major Acquisitions, with a view to:

i.  Ensuring the soundness of Banks; and
ii.  Contributing to financial stability and the
protection of retail customers
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SCOPE OF APPLICATION:

This Regulation applies to all Banks operating in the
UAE. Banks established in the UAE with significant
group relationships, including Subsidiaries, Affiliates,

or

international

branches, must ensure that the

Regulation is adhered to on a solo and group-wide
basis.

Article (1): Definitions

1.

Affiliate: An entity that, directly or indirectly,
controls, is controlled by, or is under common
control with another entity. The term control as
used herein shall mean the holding, directly or
indirectly, of voting rights in another entity, or of
the power to direct or cause the direction of the
management of another entity.

Bank: Any juridical person licensed in
accordance with the provisions of the Central
Bank Law, to primarily carry on the activity of
taking deposits, and any other Licensed
Financial Activities as defined in Article 65 of
the Central Bank Law.

Board: The Bank’s board of directors.

Central Bank: The Central Bank of the United
Arab Emirates.

Central Bank Law: Decretal Federal Law No.
(14) of 2018 regarding the Central Bank &
Organisation of Financial Institutions and
Activities as amended or replaced from time to
time.

Central Bank regulations: Any regulation,
resolution, circular, rule, standard or notice
issued by the Central Bank.

Islamic Financial Services: Shari‘ah compliant
financial services offered by Islamic Banks and
Conventional Banks offering Islamic banking
products (Islamic Windows).
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10.

11.

12.

Major Acquisition:  An acquisition or
investment by a Bank (where assets are being
acquired, including shares but not including debt
(except convertible debt), the aggregate amount
(inone juridical person) of which exceeds 5% of
Total Regulatory Capital, or which is deemed in
advance by the Central Bank to be a Major
Acquisition.

Notification Acquisition: An acquisition or
investment by a Bank (where assets are being
acquired, including shares but not including
debt), the amount of which does not meet the
criteria for a Major Acquisition, but which does
exceed 1% of Total Regulatory Capital.

Purchase Price: Gross amount.

Senior  Management:  The  executive
management of the Bank responsible and
accountable to the Board for the sound and
prudent day-to-day management of the Bank,
generally including, but not limited to, the chief
executive officer, chief financial officer, chief
risk officer, and heads of the compliance and
internal audit functions.

Subsidiary: an entity (the ‘first entity’) is a
subsidiary of another entity (the ‘second entity’)
if the second entity:

a. holds a majority of the voting rights in the
first entity;

b. isashareholder of the first entity and has the
right to appoint or remove a majority of the
board of directors or managers of the first
entity;

c. is a shareholder of the first entity and
controls alone, pursuant to an agreement
with other shareholders, a majority of the
voting rights in the first entity;

d. Or:
if the first entity is a subsidiary of another
entity which is itself subsidiary of the
second entity

Ao g lafiiad o 3 gatid dalac 35 a8 M gadiu) dulas
c?@_uiﬁ\ rﬂheﬁbu cd)my\ 3 gt G an) REI
((Jasnill QU o) eliinly) copall sasialy oS
(s golie) padd JF) aad) Leabie Hilais
Baaa &3 38 ()5Sl ¢ ild 1 QL) ol M]3 %5
Gipadl U8 e @€ Meaiul ddee lalic)

S el

a2 il 5l 3 gt ilac 3 UYL 3 gaiaiy)
?g'“\}“ vﬂb‘?AL«A «J pa¥) ) gatin) S C'_L\A) el
nlaal Chgise e Leadie (5 5So 5 (Ol alainly (S
o %1 J2alls sl LS 5 <5 5l Al i) Cllee

Bl Ol Gl Maa)

Alea ! il 1p ) )

Al Loaall 5 A gpenall il il 51091 +Lladl 5_ay)
s Gl dlull e gll 550Y) Ge B aY) alae ol
Vs dady Lo dale 8 pa daliy cpay ay aila
Jsiey ALl juaall 5 (il ud i ¢ o paty
éﬁjﬂ\ g ULy BILvY) ‘g;“‘-‘-’)j‘ )J:\A..d\

RN

By (") LSI") LSH (058 s Lsan'pa
A LS S 13 (" LI AT ) Aads

¢V QLS 3 Cy el (Bia dplef el (]

§f u.wuéd;j\ aaly o J g Q\égﬁ\&}.«zm (<
SV Ol 3 )a) Gelae eliacd duded A003)
f4y paa

M‘bh‘j &M} cd‘;}_ﬂ u\aﬁ\‘fwm d
oY) Sl (8 gl (B dple ] e

:Ji (2
QAT ST dal dge JsY) LS OIS 1Y)
L“,,_al_ﬂ\ QLS Al A o 4l b (60

.10

d1

12




13. Total Regulatory Capital: The sum of a Bank’s

Common Equity Tier 1, Additional Tier 1 and Tier
2 capital.

Article (2): Approval of Major Acquisitions

1.

A Bank shall not acquire any other institution,
regardless of its type of activity, nor transfer any
part of its liabilities to another person, without
obtaining the Central Bank’s prior approval.

A Bank must obtain written approval from the
Central Bank prior to completing a Major
Acquisition. An application for Central Bank
approval must provide at a minimum:

a. A detailed description and analysis of the
proposed Major Acquisition including the
consideration and value received, funding,
and projected impact on the financial
position, income statement, and prudential
requirements;

b. Projected impact on the Bank, and if
applicable group business model, pro-forma
statements of the combined entity, the
potential impact on market share and
competitive dynamics, customer access,
product and services, risk profile,
governance (including reporting lines), risk
management, internal controls, internal
audit, information systems and human
resources;

c. Due diligence report and other relevant
documents, including those provided to the
Board as part of the Bank’s internal
approval process, Banks should consider
obtaining Central Bank no objection before
entering the due diligence process;

d. Thevaluation methodology used to price the
Major Acquisition;

e. An explanation of how the Major
Acquisition transaction meets the criteria set
out in Article 5 of this Regulation; and
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f.  Any other information necessary to enable
the Central Bank to reach an informed
decision on the merits of the application.

Banks must ensure that at all times they do
not hold shares (and convertible debt) in
commercial companies beyond a limit of
10% of their Total Regulatory Capital.

This Regulation does not apply to the
purchase of a Subsidiary or Affiliate. Banks
are required to seek Central Bank approval
separately for any purchases of a
commercial entity’s shares which would
result in that commercial entity becoming a
Subsidiary or Affiliate of the Bank. Where a
Bank is fully acquiring or merging with
another entity, the Central Bank may
approve the transaction beyond the 10%
limit.

Article (3): Board Responsibility

1.

The Board is responsible for establishing
adequate policies and procedures to ensure that
the risks inherent in Major Acquisitions are
identified, understood and mitigated to the extent
possible. At a minimum, policies and procedures
must require:

a) Approval by the Board; and

b) Reporting that enables the Board and senior
management to monitor and manage the
risks on an ongoing basis.

Acquisitions, purchase of all or part of a
business, or other changes to Bank or group
structure may lead to increased risks for the
Bank, or if applicable, group. For this reason, all
Major Acquisitions must be approved by the
Board, in accordance with the Board-approved
policy. Elements of the review by the Board, of
a Major Acquisition must include, but are not
limited to the assessment of:

a) Risks and impacts on the Bank’s capital,
income, liquidity, overall financial position
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and compliance with prudential
requirements under a variety of scenarios,
particularly ~ with  more  pessimistic
assumptions than in the baseline case;

b) Risks and impacts on existing customer
exposures, documentation and services;

c) The extent to which the Bank’s business
lines, risk management, legal and regulatory
compliance and information technology
functions have the necessary expertise,
systems and other tools to measure and
manage the associated risks.

Article (4): Provision of Information

1.

The Central Bank may require from any source
whatsoever, such information and perform such
investigation as it considers reasonably
necessary to evaluate an application, to which
end the Central Bank may appoint an agent
deemed suitably qualified by the Central Bank

A Bank, which is in possession of information or
documentation relevant to a Central Bank
review, must present promptly such information
or documentation to the Central Bank, or its
agent

A person who provides the Central Bank with
false,  fraudulent,  fictitious,  materially
misleading, or materially incorrect information
in relation to an application may be determined
by the Central Bank not to be a fit and proper
person and thus precluded from being a member
of the Senior Management or Board of a Bank

Article (5): Assessment Criteria

1.

A Bank must demonstrate to the satisfaction of
the Central Bank that the proposed Major
Acquisition would not expose the Bank to undue
(prudential and/or consumer protection) risks,
hinder  effective  supervision, or the
implementation of corrective measures in the
future, including an orderly resolution of the
bank, and that the Bank has adequate financial,
managerial and organizational resources for the
transaction.
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When the proposed Major Acquisition is to be
undertaken by a subsidiary or affiliate of the
Bank, the Bank must demonstrate to the
satisfaction of the Central Bank that it has the
ability to manage any risks arising from the
proposed Major Acquisition and that it would not
expose the Bank to undue risk, hinder effective
supervision, or the implementation of corrective
measures in the future, including an orderly
resolution of the Bank.

The Central Bank will consider each application
on its own merits, applying the criteria set out in
the Regulation

When the proposed Major Acquisition is outside
the U.A.E., the Central Bank requires more
enhanced due diligence to be undertaken by the
Bank which includes detailing of the political,
economic and legal risks of the overseas
jurisdiction in question, including country
regulations and related authorities’ reputation.
Due diligence should also cover market
environment with respect to macroeconomic
development, and the subsequent impacts it may
have, as per Articles 2(2) and 3(1) of this
Regulation.

The Central Bank will also consider whether the
authorities in the host country perform
supervision effectively and whether the Central
Bank will be able to exercise supervision on a
consolidated basis. The Central Bank may not
approve a transaction if bank secrecy or other
laws, or any other factors, would impair effective
consolidated supervision.

Article (6): Decision On An Application

1.

The Central Bank may approve the application,
whether unconditionally or subject to such
conditions, as it may deem necessary; or refuse
the application, in which event the Central Bank
will inform the applicant of the reasons for the
refusal. A Bank shall be notified of the Central
Bank’s decision within the period set out in
Article 100 of the Central Bank Law.

The Central Bank will not make a decision on an
application unless it has received all of the
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information specified in this Regulation as well
as any other information the Central Bank may
determine is necessary for the review.

Article (7): Notification Requirements

1.

A Bank must make a written notification to the
Central Bank, detailing any acquisition which
meets the definition of a Notification Acquisition
within thirty (30) days after the transaction has
been made. At a minimum the notification
should cover, a description of the transaction, the
rationale, details of the approval authority within
the bank and the calculation of the percentage of
Total Regulatory Capital based on the most
recent audited financial statements.

Article (8): Revocation of Approval

1.

Should the Central Bank determine that it had
approved a Major Acquisition based on an
application  containing  false, fraudulent,
fictitious, or in any other way materially
misleading or incorrect information, the Central
Bank may withdraw its approval and reject the
application, or modify its approval through the
imposition of one or more conditions, or require
the reversal of the transaction.

Article (9): Islamic Banking

1.

Banks offering Islamic Financial Services must
ensure that any Major Transactions they
undertake which fall under the scope of this
regulation are done so in accordance with the
principles of Islamic Shari’ah and any relevant
Higher Shari’ah Authority resolutions/fatwas.

Article (10): Duty to Report to the Central
Bank

A Bank must provide the Central Bank with such
information as is prescribed in this Regulation or
may be required by the Central Bank.

A Bank must immediately notify the Central
Bank when it becomes aware of any new or
additional information, which has a material
impact on a proposed Major Acquisition.

AL i A 5 s

odady) ciladhaia :(7)

LS | jUad) (5 3S sall i pemall iy o il e oy
Caai lgle gahiy Ml dle A Jualdy
e Laosa (30) 0l JDA el g ¢ HUai YL 3 gy
(Bl =S Gadyl iy of cags Adeall ¢l sl
Jaaliiy il oY Aghiadl uudly ciglenl] lia
2 gial Al Clial lee ¢ ccliall Ja1a £E8) gal) Aol
e clily daal e sl o 60 Jul ol e

49934

488 gal) £L2l) :(8)

3 gl ulee e &) sal) (538 all i pead) i 13
s e Slaglaa o (55iag b e ol 5,8
ead damea g o Allias 5 ddl) o dlgal
A8 50 3y ) eallall (8 55 cATE) 9o iy G A
slall by 5l gyl b ol Jajd (m p DA (e

Alaall

4l 4d jual) 1(9)

OF Al ke claxd o Al gl e e
&5 g a5 (5 xS M said Clilee i o e ghats
A8al (i gar Lkt &5 of allaill s (sUai sl

‘““"L"h‘:‘h#ﬁ@gig‘:sﬁu

6 Sl i paall Ll 285 g9 :(10)

sty 5o G 355 Sl oL
5 3S —all i padll Lgallay 28

D5l e g 38 el Gl plady G el e gy
OsS bl ol snas Glasbae il ale e maal
Ayl (5 i) ke e s o il L)

palall

dalall

dalall

palall




Article (11): Enforcement & Sanctions

1. Violation of any provision of this Regulation and
any accompanying Standards may be subject to
supervisory action and administrative &
financial sanctions as deemed appropriate by the
Central Bank.

2. Supervisory action and administrative &
financial sanctions by the Central Bank may
include withdrawing, replacing or restricting the
powers of Senior Management or members of
the Board, providing for the interim management
of the Bank, imposition of fines or barring
individuals from the UAE banking sector.

Article (12): Interpretation of Regulation

1. The Regulatory Development Division of the
Central Bank shall be the reference for
interpretation of the provisions of this
Regulation.

Article (13): Publication & Application

1.  This Regulation shall be published in the Official
Gazette in both Arabic and English and shall
come into effect one (1) month from the date of
its publication.
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Mubarak Rashed Al Mansoori
Governor of the Central Bank of the UAE
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