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The new anti-money laundering (AML) law of the UAE took effect at
the end of October 2018. Containing features recommended by the
Financial Action Task Force (FATF), the new law introduces subtle
but important changes to the AML landscape in the UAE.

The new law was enacted as Federal Decree-Law 20 of 2018. The
previous AML law was Federal Law 4 of 2002, as amended by ——
Federal Law 9 of 2014, and the implementing regulations that were -
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Prior to the 2014 amendments, AML compliance was confined to
specific of regulatory silos. In particular, obligations were imposed
on banks, other financial institutions, insurance companies,

accountants, lawyers, and businesses active in the Dubai general corporate and commercial
International Financial Center and the Abu Dhabi Global Market. matters. His numerous publications on
The 2014 amendments expanded the AML compliance obligation to the subject include the UAE chapter in
all businesses and professions. This is continued by the new Anti-Corruption ~ Regulation 2016,
statute, but with somewhat greater precision. Specifically, the new published by Getting the Deal Through.
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statute imposes AML compliance obligations on Financial
and DC Bars.

Institutions and on Designated Non-Financial Businesses and
Professions (DNFBPs), terms adapted from the FATF. The
implementing regulations will specify which DNFBPs will be subject
to AML compliance obligations under the new statute.

It was an often overlooked feature of the 2014 amendments that
AML compliance throughout the economy was required. This is
continued and enhanced by the new statute. Both Financial
Institutions and DNFBPs are required to comply fully with the
express prohibitions contained in AML statute, to report suspicious
transactions to the Financial Information Unit of the Central Bank,
to conduct due diligence with counterparties, to adopt internal
guidelines to ensure that AML violations will not be committed
inadvertently, to provide regular training to personnel, and to
conduct regular and ongoing AML assessments of the business
risks and sector risks that they face.
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Regulators throughout the UAE are instructed to ensure compliance with these requirements.

In a potentially significant change, the new statute obliges each Financial Institution and DNFBP to conduct a
risk-based assessment of its business activities and to adopt compliance measures based upon such risk-
based assessment. An appreciation of the risks should guide conduct of due diligence of proposed customers
and ultimate beneficial owners so that AML efforts might be most efficiently deployed. The previous law did
not mandate a risk-based approach to AML obligations, and indeed a non-calibrated “one size fits all”
approach was widely used in the conduct of due diligence investigations on proposed customers and
counterparties. Importantly, the new law leaves open the question of which factors a Financial Institution or a
DFNBP would consider when undertaking the assessment. We expect that this will be clarified in due course
by the anticipated implementing regulations.

The law enforcement toolkit is substantially enhanced by the new statute. The authorities are given enhanced
ability to investigate and prosecute offenses and to gain access to records in connection with the same. The
power of the Central Bank to order an account freeze based on a suspicious activity report is maintained, but
such a freeze may now be extended by order of the public prosecutor or its delegate beyond the initial seven
day period, whereas the previous law required a judicial order for such an extension. Sanctions for violations
are substantially enhanced, including measures directed at individual managers and directors. In a measure
inspired by practices followed in London and Washington, the authorities are given the power to impose
continuing reporting and monitoring obligations on businesses following an initial indictment.

In addition, there are express obligations to cooperate with international investigations and enforcement
measures. The new statute addresses matters such as the collection of documentation, interrogation of
witnesses and extradition of suspects, as well as the honoring and enforcement of orders and judgments from
foreign countries.

In terms of prohibited conduct, the new statute makes only minor changes in comparison with the 2014
amendments. The definition of a predicate offense is considerably expanded. A predicate offense is now
defined as any act constituting a felony or misdemeanor under the applicable laws of the UAE, whether the
act is committed inside or outside of the UAE, when such act is punishable both in the UAE and in the country
where it was committed. In addition, it is now stated unambiguously that the handling of funds that are
tainted by association with a terrorist organisation or an illegal organisation would be a money laundering
offense.

The obligation to file suspicious transaction reports with the Financial Information Unit of the Central Bank is
maintained. However, for the first time, a professional privilege exception is introduced applicable to lawyers,
notaries and other legal professionals and independent legal auditors. The scope of this privilege, never
before acknowledged expressly in the AML context, is to be elaborated in the implementing regulations.

The FATF is scheduled to commence a mutual evaluation with the UAE in mid-2019 on the current state of
AML compliance in the UAE. The new statute is a proactive initiative to introduce best-practice AML
regulations according with the FATF’s guidelines. m
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Afridi & Angell

Founded in 1975, Afridi & Angell is a leading full-service UAE law firm. The firm provides comprehensive and
authoritative legal advice and innovative business solutions in banking and finance; corporate and commercial law;
dispute resolution; projects; construction and real estate; employment; energy; project finance; transport; as well
as doing business in Iran, the UAE and the DIFC. We advise local and regional clients ranging in size and
sophistication from start-ups to some of the region’s largest public and private companies, governments and quasi-
government institutions. We work extensively with entrepreneurs and investors from the region and beyond, and
have attracted numerous international clients looking for the right counsel to protect and expand their interests.

Afridi & Angell is a selected member of top legal networks and associations, most notably Lex Mundi, the world’s
leading network of independent law firms, and World Services Group.

www.afridi-angell.com

Afridi & Angell’s inBrief provides a brief overview and commentary on recent legal announcements and developments. Comments and
opinions contained herein are general information only. They should not be regarded or relied upon as legal advice.
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