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DFSA Policy Update 

 

 

Peter Smith 

Head of Policy 



Agenda 

 

• CP97: Client Classification – some feedback on your 

feedback 

 

• Update on: 

– CP98: Code of Market Conduct 

– CP99: Liquidity Coverage Ratio and Leverage Ratio 

 

• Plans for 2015/16  

 

 



CP97 - A Reminder 

Why is Client Classification important?  

• To ensure that firms provide an appropriate level of 

protection to their Clients, in line with the particular 

Client’s: 

 
• Knowledge 

 

• Experience 

 

• Resources 



CP97 Responses  

 

 

• Outreach sessions on 30 September and 1 October: 

– Over 150 attendees 

 

• Public comments closed on 15 October: 

– 22 written submissions 

 

 

 



CP97 Responses – Key Themes  

 

• Desire for further guidance/clarification in a number of 

areas, such as: 

– Joint accounts 

– Group arrangements: 

• Client agreements put in place elsewhere 

• Bundled services 

 

 

 



CP97 Responses – Key Themes  

 

• Suggestions of further areas where the DFSA should 

allow: 

– Clients to be deemed as professional 

– The service to determine the nature of the Client (service-

based professionals) 

– Reliance to be placed on things done elsewhere in the 

group 

 

 

 

 

 



CP97 Responses – Key Themes  

 

• Concerns about the proposal to increase the Net Asset 

test from USD 500k to USD 1 million: 

– In particular, the impact on existing Clients 

 

• Concerns about transitional arrangements in general: 

– Would all existing Clients need to be reclassified? 

 

 

 

 

 



Other Current/Recent Consultations  

 

• CP98 – Code of Market Conduct 

– Consultation closed on 15 October 

– Respondents supportive of the introduction of a Code 

• Some suggestions to improve/clarify the wording 

 

• CP99 – Liquidity Coverage and Leverage Ratios: 

– Open for consultation until 28 October 

 

• Both expected to be finalised this year 

 

 

 

 

 



Plans for 2015/16 

 

• Complete work on Client Classification 

 

• We hope to consult on: 

– Further enhancements to our funds regime 

– Improving our Rules for insurance related activities 

 

• We need to explore issuing arising from: 

– The difficulties experienced by ESBD 

– The Al Khorafi vs. Sarasin case 

 

 

 

 

 

 



Plans for 2015/16 

 

• We will look at international standards on: 

– Recovery and resolution for financial institutions and 

infrastructures 

– Reform of OTC derivatives markets 

– Basel proposals, including the Net Stable Funding Ratio 

– Capital requirements for insurers 

 

• In each case, we will consider what an appropriate 

regime for the DIFC looks like, drawing from the 

international standards 



Questions 



 

  

 

 

Supervision Division Structure 2015 

Business Plan and Priorities  
 

 

 
Bryan Stirewalt 

Managing Director, Supervision 



Agenda 

• Update to changes to the 

Supervision Division 

structure  
 

• Overview of the DFSA’s 

regulatory priorities and 

business plan proposals 

for 2015   
 

• Presentations by the 

Heads of the Supervisory 

Teams   



o Four Supervision units around 

targeted risk groups 
 

o Most firms no longer have a 

dedicated Relationship Manager 
 

o Greater resources for higher 

impact firms  
 

o Increased focus on conduct-

related issues 

Why Did we Change the 

Supervision Division Structure? 

Risk-Based 

Approach  



Supervision Division  

Bryan 
Stirewalt 

 

Managing 
Director   

 

Authorisations 

 

Martin Wilding  

 

  

 

Prudential 
 

Prasanna 
Seshachellam 

 

 

 

Conduct of 
Business  

Lawrence 
Paramasivam  

 

 

Thematic 
Supervision 

 

Serdar Guner 



What are DFSA’s Regulatory 

Priorities for 2015?  

Financial Crime/ 

Conduct of Business 

Financial Stability  

DIFC Jurisdiction  

Standards Alignment 

 

2015 



What are Some of DFSA’s Business 

Plan Proposals for 2015?  

• Financial Service Activities 

– Insurance Activities  

– Arranging 

– Perimeter Guidance  

 

• Resolution Planning  

 

• Suitability 

 

 



Authorisation Team  

Martin Wilding 

Associate Director, Supervision  



The Current DFSA Firm Population 

 

• As at 17th November 2014:  

 

– 358 Authorised Firms  

– 82  DNFBPs  

– 17  Registered Auditors 

 

• Plus a strong “pipeline” of applicant firms  

 



Responsiveness 

• Feedback from applicant firms, and their advisers, is 

always very welcome, carefully considered and 

frequently acted upon 

 

• We will continue to: 

– simplify processes and reduce turnaround times where we 

can, whilst robustly upholding our standards 

– take a risk-based approach to applications, mirroring 

DFSA’s general approach to Supervision 

 

 

 

 



Key Lessons Learned From 

Authorisations 

 

• Ensure that business plans, compliance and AML 

manuals and any other processes and procedures are 

specific to your business  

 

• Be realistic in your initial – and ongoing – financial 

projections, particularly in the early years  

 

 



Looking forward… 

 

• More reliance on self-certification for lower risk 

applicants - e.g. in respect of the readiness of 

compliance and AML procedures  

 

• Progressive introduction during 2015 of “on-line” 

application functionality for a variety of application 

related processes 



Prudential Matters 

Prasanna Seshachellam  

Director, Supervision 



 
Update from Prudential Perspective

  

 

• Current enhancements to prudential regime 

 

• Key prudential messages  

 

• Key insurance messages 

 

• New EPRS reporting 

 



Current Prudential Changes 

 

• New Rules relating to the Liquidity Coverage Ratio and 

the Leverage Ratio – currently under consultation 

 

• LCR applies to all Category 1 and 5 firms 

 

• Global liquidity concession subject to DFSA approval for 

Branches 

 

• Leverage Ratio disclosure required for Category 1, 2 and 

5, but this does not apply to Branches 

 



Expected prudential changes 

 

• Next year will see a focus on 
 

– Concentration risk rules and guidance 
 

– Recovery and Resolution Planning  
 

– Ad hoc amendments  



New EPRS Forms 

 

• New EPRS system will be in place from 1 January 2015. 

First submission for firms will be April 2015 

• Annual forms will be in current format 

• Guidance on new forms have been released for review 

• Guidance will be available from December 2014 



Key Messages 

 

• Theme review on trading room operations ongoing and 

expected to be completed shortly 

• Theme review for liquidity risk ongoing and hopes to be 

published before the end of the year 

• Liquidity risk management and contingency funding 

planning are key themes 

 



Key Messages 

• Issues relating to the service of Providing Custody and 

sub-custody services.  
 

• Need for clarity in relation to the nature and disclosures 

surrounding the provider of these services to Clients 
 

• Need for thorough assessment of the custody service 

provider and all risks arising from that activity 
 

• Greater focus on outsourced services 
 

• Need for greater oversight and contingency planning for 

outsourced services 

 



Insurance Update  

For Insurance Companies - Changes from 2015: 

• New PIN forms – applicable to both Branches and 

Domestic insurers 

– IN190 Employment Statistics (annual) 

– IN200 Statement of Underwriting Performance 

(annual/quarterly) 

– IN210 Statement of Revenue by Jurisdiction (annual) 

• Quarterly Prudential returns to be submitted within ONE 

month of quarter end in EPRS - applicable from Q1 2015 

onwards 



Insurance Update 

For Insurance intermediary / management firms in Prudential 

Category 4 - Changes from 2015: 

• New PIB forms - for both Branches and Domestic firms 

– B270 Insurance Brokerage Form (annual/quarterly) 

– B270 Schedule of Insurance Monies (annual) 

• Insurance Monies theme review currently underway, 

responses to the questionnaire due at the end of Nov 14 

• Currently reviewing the scope of insurance management 

licence (includes TPAs, captive management, underwriting 

agents, cover holders) 



Lawrence Paramasivam 

Director, Supervision 

 

 Conduct of Business Risks   



Agenda 

• What is the DFSA’s 
supervisory approach to 
conduct risks? 

 
• What are some of the 

conduct risks we will focus 
on next year?  

 
• What are some of the 

lessons from the DIFC 
Courts Al Khorafi 
decision?  

 



• Apply a risk-based approach centred 
on thematic reviews 
 

• Assess the culture and values of the 
firm: not just about “can I do it” but 
“should I do it”   
 

• Identify poor conduct which requires 
enforcement action 

What is the DFSA’s Supervisory 

Approach to Conduct Risks? 

Supervisory 

Approach  



What are Some of the Conduct Risks 

on which we will Focus Next Year? 

Client 

Classification What is an individual’s 

financial knowledge 

and experience? 

Suitability 

When are suitability 

assessments not 

undertaken? 



What are Some of the Conduct Risks 

on which we will Focus on Next Year? 

Financial  

Crime  Risk-Based 

Approach, Ongoing 

CDD and SARs  

Marketing 

Material  Information is clear, 

fair and not 

misleading  



• DFSA is reviewing the business 
models of a sample of firms 
 

• DFSA is considering perimeter 
guidance 

• DFSA reminds firms of the 
importance of compliance with 
DFSA’s conduct requirements   

What are Some of the Lessons From 

the DIFC Courts Al Khorafi case?  

Conduct 

Issues 

Financial 
Services 
Perimeter  



Thematic Supervision 

 

Serdar Guner 

Director, Supervision  



Agenda  

 

• On-going Supervision  

• Thematic 

• Systems   



Firms Managed under Thematic 

Supervision 

 

 

Capacity Prudential Category Oct

AF PIB Cat 1/Insurer 0

PIB Cat 2 2

PIB Cat 3A 17

PIB Cat 3C 21

PIB Cat 4 88

AF Total 128

Rep Office 49

Grand Total 177



Thematic Supervision - Enquiries 

Total = 1055 

96 

82 

63 

235 

143 

81 

65 

115 

90 
83 

Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14



Thematic Supervision – Activities  

27 

28 

29 

40 

51 

60 

71 

121 

132 

347 

Change of Control

Risk Assessment

Breaches

Change in Firm Details

Meeting with Firm

Notifications

Ad-hoc Enquiries

AML Query/Annual
Return

Authorised Individuals

Reporting
Requirements



Thematic Supervision - Contact   

56 
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Questions 



Thank You 


