The current legal regime in relation to the granting of C.I.F. authorization is regulated by the law N 144
(1)/2007, “Law that provides for the Supply of Investment Services, the Exercise of Investment
Activities, the Function of Regulated Markets and other related issues” (also known as “MIFID”), which
came into force on 26 of October of 2007. The said Law implements the relevant EU Directive on the
field of Investment Services.

By virtue of the law, the Capital Market Committee of Cyprus (CYSEC) is designated as the supervising
and/or regulating authority for the surveillance and application of the law provisions.

CYSEC, as the competent Supervisory Authority, may grant an authorization to an undertaking,
whether existing or under formation, for the provision of the investment and non-core services
enumerated in the said authorization. This can be done if the applicant’s objectives comply with the
Law and have been approved by CYSEC and providing the applicant disposes of the appropriate
shareholders and of the requisite organizational and administrative structure, personnel, technical and
financial resources in relation to the types of business envisaged as well as the reliability, experience,
professional skill and professional diligence of the persons who shall direct it’s business.

Herein below we briefly describe the relevant legal frame for granting C.I.F. authorization and the
applicable requirements:

A. Conditions and procedure for granting C.I.F. (Cyprus Investment Firms) authorization

According to the pertinent legislation, a C.I.F. that provides one or more of the following investment
services and holds capitals and/or client’s financial instruments must have an initial capital of at least
two hundred thousand Euro (€200.000):

(a) Reception and transmission of orders in relation to financial instruments;
(b) Execution of orders on behalf of the clients;
(c) Portfolio management;

(d) Provision of investment advices;
A C.I.F. that provides the investment services stated in subsection (a) and/or (d) and does not hold

capitals and/or clients’ financial instruments, and which for this reason cannot at any time place itself
in debt with their clients, may have an initial capital of:
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At least eighty thousand Euro (€80.000) or

At least forty thousand Euro (€40.000) and professional indemnity insurance covering all
member states or some other equivalent guarantee against liability arising from
professional negligence, that it enters into with an insurance undertaking, representing
an amount of at least one million Euro (€1.000.000), per claim, and in aggregate at least
one million five hundred thousand Euro (€1.500.000) per year for all claims.

A C.I.F. that provides one or more of the following investment services and/or performs the following
investment activities shall have an initial capital of no less than one million Euro (€1.000.000):

(a)
(b)

(c)
(c)

Dealing own account;

Assumption of financial instruments and/or placing of financial instruments on a firm
commitment basis;

Placing of financial instruments without a firm commitment basis;

Operation of Multilateral Negotiating Facility;

A C.I.F. that is also registered by virtue of the Law for the Performance of Insurance Services and other
Related Insurance Services and other Related Issues, in order to provide intermediary services in the
insurance sector, must, in addition to other special requirements that the law raises, have an initial

capital of:

(a)
(b)

At least forty thousand Euro (€40.000); or

At least twenty thousand Euro (€20.000) and professional indemnity insurance covering
all member states or some other equivalent guarantee against liability arising from
professional negligence, that it enters into with an insurance business, representing an
amount of at least five hundred thousand Euro (€500.000), per claim, and in aggregate
at least seven hundred and fifty thousand Euro (€750.000) per year for all claims.

A C.I.LF's Memorandum of Association must state that the company is operating as a C.I.F. within the meaning
of this Law and provides those investment and ancillary services and/or performs those investment
activities in relation to those financial instruments, as specified in its authorisation, always on the
condition that it holds such an authorisation from the Commission.

In addition, the persons who in fact direct the business of a C.I.F. shall be of sufficiently good reputation
and sufficiently experienced so as the sound and prudent management of the C.I.F. to be ensured. The
C.I.F's management/administration must be performed from at least two persons who fulfill the
aforesaid requirements. The CYSEC may reject an application for granting C.I.F. authorization, if it is not
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satisfied that the persons who in fact direct the applicant are of sufficiently good reputation and
sufficiently experienced, or if there are objective and demonstrable grounds that allow to be deemed
that the presence of these persons in its management poses a threat to its sound and prudent
management.

The CYSEC does not allow to an applicant the provision of investment services and/or the performance
of investment activities, until it has been informed for the identities of the shareholders, whether
direct or indirect, irrespectively if they are natural or legal persons, that have qualifying holdings, as
well as the amounts of the said qualifying holdings. It is provided that in respect of legal persons, the
applicant must provide information as regards the identity of the natural persons that they are
managed by, as well as that of their shareholders, reaching the beneficial shareholders (natural
persons).

The CYSEC may reject the application for granting C.I.F. authorisation if, taking into account the need to
ensure the sound and prudent management of the C.I.F., it is not satisfied as to the suitability of the
shareholders, whether direct or indirect, that have qualifying holdings.

If close links exist between the applicant and other persons, the CYSEC shall grant a C.I.F. authorisation,
only if these links do not prevent the effective exercise of its supervisory function.

The CYSEC refuses to grant a C.I.F. authorisation if the statutory, regulatory or administrative
provisions of a third country governing one or more persons with which the applicant has close links,
or the difficulties involved in their enforcement, prevent the effective exercise of its supervisory
function.

The persons employed by the C.I.F. must be of sufficiently good reputation and have the necessary
skills, knowledge and expertise for performing their assigned responsibilities. The C.I.F's head offices
must be situated in the Republic. The C.I.F. must also be a member of the Investment Compensation
Fund for Clients of C.I.F. (I.C.F. for Clients of C.I.F.) and to comply with its obligations as provided by the
law.

A C.I.LF. must comply with the organisational requirements provided by the law. Accordingly, a C.I.F.
must:

(a) Establish appropriate policies and procedures in order to sufficiently ensure its

compliance, including its managers, employees, tied agents and other relevant
persons, with its obligations pursuant to this Law and the directives issued
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(b)

(c)

(d)

(e)

(f)

(g)
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pursuant to this Law, as well as appropriate rules governing personal
transactions by such persons;

Maintain and operate effective organisational and administrative arrangements
with a view to taking all reasonable steps designed to prevent conflicts of
interest as stated in section 29 from adversely affecting the interests of its
clients;

Take reasonable steps to ensure continuity and regularity in the performance of
investment and ancillary services and activities, by employing appropriate and
proportionate systems, resources and procedures.

Ensure, when relying on a third party for the performance of investment services
or activities or operational functions which are critical for the provision of
continuous and satisfactory service to clients and the performance of
investment activities on a continuous and satisfactory basis, that it takes
reasonable steps to avoid undue additional operational risk. Outsourcing of the
above must not be undertaken in such a way as to materially impair the quality
of its internal control and the ability of the Commission to monitor the CIF’s
compliance with all its obligations;

Have robust governance arrangements which include a clear organisational
structure with well defined, transparent and consistent lines of responsibility;

Have sound administrative and accounting procedures, internal control
mechanisms, effective procedures for assessing the risks the CIF undertakes or
may undertake, and effective control mechanisms; including appropriate
administrative and accounting procedures and safeguard arrangements for
information processing systems;

Arrange for records to kept of all services provided and transactions undertaken
by it, which shall be sufficient to enable the Commission to monitor compliance
with the requirements under this Law, the directives issued pursuant to this Law
and the Regulation (EC) No 1287/2006, and in particular to ascertain that the CIF
has complied with all its obligations with respect to clients or potential clients;




(i)

(1)

To apply appropriate client identification procedures, record maintenance and
internal reporting as provided by the Prevention and Suppression Money
Laundering Activities Law and by directives issued pursuant to the said Law
or/and to section 20 of this Law;

When holding financial instruments belonging to clients, to make adequate
arrangements so as to safeguard clients’ ownership rights, especially in the
event of the CIF’s insolvency, and to prevent the use of a client’s instruments on
own account except with the client’s express consent;

When holding funds belonging to clients, make adequate arrangements to
safeguard the client’s rights and, except in the case of credit institutions, prevent
the use of client funds for its own account.

The arrangements, processes and mechanisms laid down above must be comprehensive and
proportionate to the nature, scale and complexity of the business activities of the CIF, especially when
taking into account the nature and range of the investment services and activities it undertakes in
terms of the said business activities.

Every CIF, in addition to meeting the requirements laid down above, must:

(a)

(b)

(c)

(d)
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Establish transparent and non-discretionary rules and procedures for fair and
orderly trading and establish objective criteria for the efficient execution of
orders;

Establish transparent rules regarding the criteria for determining the financial
instruments that can be traded under its systems;

Where applicable, provide or be satisfied that there is access to, sufficient
publicly available information to enable its users to form an investment
judgment, taking into account both the nature of the users and the types of
instruments traded;

Establish and maintain transparent rules, based on objective criteria, governing
access to its facility and complying with the conditions established under the
law.




B. Application for granting or extending CIF authorisation

The applicant in order to be authorised as a CIF must submit a relevant application to the Commission
(copy of the Application Form is hereby attached).

At any time of the assessment of the application for the granting of a CIF authorisation, CYSEC may
request any additional information or/and detail it may consider necessary for assessing the
application before it. An application to be authorised as a CIF shall not be accepted, unless it is
accompanied by the applicant’s relevant confirmation that it possess or will possess the capital
required as its initial capital and that it will undertake to block it in a bank account held by a credit
institution or institutions of a member state, when and if the Commission so requests.

When CYSEC is at the final stage of assessment of the application for the granting of a CIF
authorisation, it shall demand from the applicant, for the submission of a confirmation by one or more
member states’ credit institutions, in which it shall be stated that the entire initial capital required
according to this Law is blocked in a bank account held by the aforementioned institution or
institutions, and that it will remain blocked until the CIF authorisation is granted.

The responsibility for the correctness, completeness and accuracy of the application for the granting of
a CIF authorisation as well as for the details and documents that shall accompany the application, rests
on the members of the board of directors of the applicant, who sign the application and confirm that
they have exercised due diligence in ensuring that the information included in the application, as well
as the details and documents that accompany it are correct, complete and truthful.

Further CYSEC must, within six months from the submission of a duly completed application for the
granting of a CIF authorisation, reach a decision and inform the applicant for the granting of
authorisation or the rejection of the application.. The application is considered duly completed only
where it includes all required information and is accompanied by all the details and documents
referred to in the provisions of the law.

The lack of reaching a decision with regards a duly completed application for granting a CIF

authorisation within six months from its submission as stated above shall be subject to judicial review
before the Supreme Court by reason of Article 146 of the Constitution.
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OXFORD

CYSEC issued the Directives “DI1144-2007-01" for the professional competence of investment firms and
the natural persons employed by them and Directive “DI1144-2007-01" to determine and specialize
further the provisions of the law. The latter Directive provides extensively for the authorization and
operating conditions of CIF; Organization, General Requirements, Personal transactions, Outsourcing,
Safeguarding and Conflicts of Interests.

The above is intended to provide a brief guide only. It is essential that appropriate professional advice
IS obtained.
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