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VIRTUAL ASSETS REGULATORY AUTHORITY

To: Department of Economy and Tourism, Free Zone

Council, and Free Zones in the Emirate of Dubai.

Subject: Application Acknowledgment Notice [AAN] for
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Virtual Asset Service Providers [VASPs], and Transition of

Legacy Firms? — Deadline 31 March 2023.

Dubai’s Virtual Assets Regulatory Authority [VARA] extends

warm greetings to all our stakeholders and partners.

As the specialist regulator for the Emirate’s Virtual Assets’
[VA] sector®, VARA is mandated to assure market stability
that is in turn, contingent on every participant’s business
soundness, financial robustness and responsible market
conduct — and together, these allow for the industry on par

with best-in-class international standards.

The UAE Cabinet Resolution No. (111) of 2022 concerning
the regulation of VAs and VASPs requiring that

“A person wishing to engage in VA activities must obtain the
necessary preliminary approvals and permits from the
Authority or the local licensing authorities — as the case may
be — before proceeding with the licensing procedures from

the local authorities concerned with commercial licenses.”.

and No. (112) of 2022 Authorising “the Dubai Virtual Assets
Regulatory Authority, established under the Local Law of the
Emirate of Dubai No. (4) of 2022 referred to delegate the
powers of the Securities and Commodities Authority
mentioned in the Cabinet Resolution No. (111) of the year
2022”

Consequently, any and all entities operating in/from Dubai,
and providing or intending to provide VA products and/or
services from or to the Emirate, are required to be evaluated

to determine the nature of regulatory supervision required,
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3 Applies to firms licensed for operations in the Emirate of Dubai [Mainland and Free Zones except the DIFC]

4 Except DIFC
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and have a registry maintained at a consolidated level [for

Dubai] — indicating

d. Inherent and residual risk exposure;

e. Intent to [continue to] facilitate VA services that require
to transition to/be grandfathered within the VARA
regime;

f.  Specific activities to be ‘continued’ or ‘undertaken’ by the
entity to (i) secure a fully ‘regulated’ licence; or (ii) be
‘registered’ under regulatory supervision; or (iii) receive

an ‘NOC’ to operate within Dubai.

Accordingly, VARA has been engaged with DET and the FZs
to facilitate the legacy onboarding process from June 2022 —
and will expect to formally issue the final AANs for any
VASPs operating in the Emirate of Dubai under VARA

purview before such period.

Noting that the formal Virtual Assets and Related Activities
Regulations 2023 was issued on 07 February 2023 - all
existing market operators require to be transitioned actively
in order for the security of the market and reputation of
Dubai to be effectively managed. As such, firms carrying on
VA Activities in Dubai [except the DIFC] prior to 07 February
2023 [Legacy], must have their applications seeking
regulatory oversight or relevant guidance from VARA by the
final deadline of 31 March 2023.

VARA will issue the AAN indicating clearly whether the entity

is required to be

a. Regulated [in full];

b. Registered [under regulatory supervision];

c. Receive an NOC to continue its operations that do not
specifically require regulatory oversight; [or]

d. In extreme circumstances ‘wind down’ operations as the
entity is not suitable, qualified or Dubai considers the

activity not licensable.

Upon receipt of the AAN, the relevant legacy entity will

commence the appropriate course of action, noting that for
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those requiring to be Regulated or Registered, the timeline to

submit fully completed applications is 31 August 2023.

Note: VA Proprietary Trading is one specific activity that
must be Registered with regulatory supervision; or
specifically be granted a conditional No Objection
Certificate by VARA to confirm that the activity may be
undertaken without a fully regulated VARA Licence.

As has been previously communicated, VARA respectfully
requests your utmost support to ensure that all entities
within your remit submit their completed applications

promptly and ahead of the deadline.

VARA urges your prompt confirmation that all systems are
now updated to include the Virtual Asset Activities as
defined in our Regulatory Framework. Attached are: Key
Definitions — Nature of activities for the Virtual Asset Service

Providers [VASPs].

Accordingly, all concerned parties are required to complete
the attached form — incremental to ensuring adherence to
the issued VA Framework [Link]. VARA’s robust inspections
will kick off on VA activities shortly, and we wanted to reach
out to you to bring your teams up to speed on current

conditions and targets.

Failure to comply with the regulatory framework may result
in substantial punitive measures — material fines/penalties

including potential firm closure.

As you will appreciate VARA will require to take necessary
actions, reserve the right to take any further action it may
deem necessary, and use such powers granted to it in

furtherance of these objectives.

For more information in this regard, please contact the

VARA via Email: varaconnect@vara.ae

Sincerely Yours,
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