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WELCOME NOTE

IAN JOHNSTON

Welcome to the 2015 September edition
of the DFSA’s external news publication,
which | hope you will find not just
interesting but useful.

| want to begin by reflecting on the
DFSA’s growth at the outset of its second
decade. From a handful of expatriate
staff in 2004 to a complement of over
130 today, where UAE Nationals,

mostly graduates from our Tomorrow’s
Regulatory Programme (TRL), account
for a large and growing share of our
regulatory staff. Our regulated community
has also grown significantly from 5
Authorised Firms (AFs) in 2004 to over
380 firms today. This is in addition to the
growth in our regulatory responsibilities
that have extended to anti-money
laundering (AML) oversight of nearly 100
Designated Non-Financial Business and
Professions (DNFBPs) within the Dubai
International Financial Centre (DIFC).

The DFSA has, | think, firmly established
itself as a credible regulator at an
international level supported by solid
contributions to the work of the key
global standard-setting bodies, as well
as locally where we have strengthened
our relationships with local and federal
government authorities.

While | am proud of the DFSA’s
achievements today, | am conscious
that we need to build on these
achievements to ensure the continuity
of the DFSA’s effectiveness in carrying
out our regulatory responsibilities and
maintaining our sound reputation.

To that end we issued earlier this year
our 2015/2016 Business Plan that sets
out our work programme for this period.
Based on an assessment of the global
and regional economic environment,
international regulatory developments,
trends among our regulated population
and the risk tolerance agreed by our
Board, we have identified our strategic
themes for 2015 and 2016: Delivery,
Sustainability and Engagement. These
are briefly described below:

DELIVERY relates to executing our
core function with professionalism and
efficiency. In the context of the continued
increase in the depth and breadth of
activity in the Centre, we continue to
work in a manner that enables us to
deliver world-class regulation in the
DIFC, including effective enforcement.
Through refinements to early warning
systems of emerging risks, and other
innovations, we continue to improve

our responsiveness. In terms of internal
operational efficiencies; we aim to deliver
creative processes and IT solutions.

SUSTAINABILITY is about positively
shaping our environment and our
organisation for the long-term. This
involves enhancing organisational
robustness and resilience, including
refining and embedding clear, efficient
and scalable regulatory and non-
regulatory processes. Our support of
Dubai Government strategy, including
both the Islamic economy initiative and
developing the DIFC more generally in
a sustainable way through on-going
dialogue with DIFC bodies continues.

ENGAGEMENT relates to thoughtfully
and actively engaging with our key
stakeholders. We are working closely
with firms to promote understanding of
our regulatory regime and we continue to
involve firms and other stakeholders in
shaping the regime via our consultation
process. Locally, we continue to build
upon the existing sound foundations.
Likewise, relationships with other
regulators, both in the UAE and overseas,
remain a key part of our work with greater
focus placed on regional engagement.
Internationally our work with key global
standard-setters continues with a

focus on retaining our solid standing. In
respect of the International Organisation
of Securities Commission (I0SCO), the
DFSA played a key role in three important
pieces of work: the Credible Deterrence
Report, for which we were the penholder,

a report on SME Financing Through
Capital Markets, of which the DFSA was
one of three drafters; and a review of the
SEC Pakistan’s implementation of IOSCO
Principles for securities regulators.

In terms of our engagement with the
broader UAE community, we launched
our Bawabaty (‘My Gateway’) initiative
in 2014 as part of our Corporate Social
Responsibilities (CSR). Bawabaty aims
to improve understanding of financial
services and business ethics, which, in
particular, is intended to develop UAE
National youth readiness for the work
place. The other UAE-focused initiative
has been the provision of joint training
events by the DFSA with key government
stakeholders and representatives on
anti-money laundering issues and
enforcement approach and processes.

Regionally, we actively participated in
meetings and conferences of the Union
of Arab Securities Authorities (UASA),
visited the Capital Markets Authority
(CMA) in Lebanon and the Union of
Arab Banks (UAB). We also attended
the 34th IOSCO African & Middle East
Regional Committee (AMERC) meeting in
February, hosted by the Capital Market
Authority of Oman and the 35th AMERC
meeting in London in June coinciding
with the International Organisation of
Securities Commission’s (I0OSCO) Annual
Conference. AMERC comprises some
20 capital market regulators from the
Middle East and Africa. The DFSA's
participation has assisted in deepening
our relationships with our regional
counterparts.

As every member of AMERC is also

a member of IOSCO’s Growth and
Emerging Markets (GEM) Committee,

my involvement in the GEM Committee
Steering Group has also facilitated a
broader understanding of issues affecting
the region and developing economies
worldwide.

Thank you for taking the time to stay
tuned with DFSA key updates and we
look forward to your continued support of
the DFSA and its activities.
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THE DFSA IS THE INDEPENDENT REGULATOR OF FINANCIAL
SERVICES CONDUCTED IN OR FROM THE DIFC, A PURPOSE-BUILT
FINANCIAL FREE ZONE IN DUBAI, UAE.

The DFSA’s regulatory mandate includes asset management, banking and credit services, securities, collective
investment funds, custody and trust services, commodities futures trading, Islamic finance, insurance, an international
equities exchange, and an international commodities derivatives exchange. In addition to regulating financial and ancillary
services, the DFSA is responsible for supervising and enforcing anti-money laundering (AML) and counter-terrorist
financing (CTF) requirements applicable in the DIFC. The DFSA has also accepted a delegation of powers from the DIFC
Registrar of Companies (RoC) to investigate the affairs of DIFC companies and partnerships where a material breach of
DIFC Companies Law is suspected and to pursue enforcement remedies available to the Registrar.

THE DFSA CARRIES OUT ITS OBLIGATIONS BY WAY OF FUNCTIONAL TEAMS:

THE POLICY AND
LEGAL SERVICES
DIVISION

is responsible for policy advice
and formulation, providing in-
house regulatory legal advice and
support to Divisions of the DFSA
and managing the business of
the Regulatory Policy and Rules
and Waivers Committees. It is
also responsible for developing
and maintaining the laws and
Rules administered by the DFSA,
and for consulting with the Dubai
Government and the DIFC Authority
(DIFCA) on DIFC legislation. The
Legal Services Division also
provides litigation management

support and advice in its actions in
the DIFC Courts and the FMT.

THE SUPERVISION
DIVISION

assesses new applicants that

wish to carry out financial services
activities in or from the DIFC to
ensure that proper systems and
controls are in place for the entity’s
operations and that the applicant
has appropriate governance
arrangements, including fit and
proper management teams.
Following the authorisation
process, the Supervision Division
is then responsible for assessing,
monitoring and mitigating risk

across the full range of Authorised
Firms operating in or from the
DIFC. The Division also monitors
the work of registered auditors and
credit rating agencies (CRASs).

THE MARKETS DIVISION

is responsible for the licensing and
on-going supervision of the Dubai
Mercantile Exchange and NASDAQ
Dubai in the DIFC, the recognition
of members, market operators and
clearing houses located outside the
DIFC and the operation of a Listing
Authority for companies proposing
to offer and list securities in the
DIFC. It maintains the DIFC’s
Official List of Securities.
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THE ENFORCEMENT
DIVISION

investigates breaches of DIFC

laws and rules administered by the
DFSA. The Division takes action in
circumstances where suspected
misconduct may cause damage to
the financial services industry in the
DIFC. Its over-arching objective is to
prevent, detect and restrain conduct
that causes (or may cause) damage
to the reputation of the Centre.

THE HUMAN
RESOURCES DIVISION

includes the functions of talent
acquisition, development and reward
management. Human resources
includes all of aspects of employee
resources at the DFSA, particularly
for on-going performance, skills
development of employees and
their retention. A principal
developmental activity is the
recruitment and training of UAE
Nationals for regulatory careers

through the Tomorrows Regulatory
Leaders (TRL) Programme.

THE OPERATIONS
AND CORPORATE
AFFAIRS DIVISION

comprises Finance, Information
Technology, Administration, Corporate
Communication, Projects and
Planning and Business Excellence
and Stakeholder Management
departments. The Division provides
the operational and technological
backbone and infrastructure for the
smooth running of the DFSA and
applies principles of excellence

and knowledge management to
position the DFSA as a world-class
organisation contributing to the local
economy and facilitating international
partnerships.

THE INTERNATIONAL
RELATIONS DIVISION

leads and co-ordinates the DFSA’s
role in all international matters and

co-operative bi-lateral and
multi-lateral efforts with regional
and international counterparts and
its engagement with the global
financial standard-setters.

THE OFFICE OF

THE GENERAL
COUNSEL AND
BOARD SECRETARIAT

The Office provides lead advice and
counsel to the Board of Directors,
its committees and the Executive
on legal matters affecting the DFSA,
including its governance, statutory
obligations, reporting, complaints
against the DFSA, contracting

and liability exposures. The Board
Secretariat manages and co-
ordinates all corporate secretary
functions for the Board and each

of its committees. The Office also
oversees education, recordkeeping
and updates regarding DFSA’s ethics
programme and conducts on-going
reviews of the TRL Programme.

THE DFSA SAYS GOODBYE TO GARY WALLIS
AND WELCOMES MUNA DANDAN

Gary joined the DFSA in
2006 as Director of HR and
completed his tenure mid-
2015 as Director, Operations
and Head of HR. Gary’s
retirement him takes back to
the United Kingdom and from
there onto more travelling
around the world. The DFSA
is sad to say goodbye to Gary
and wishes him all the best in
his retirement.

GARY WALLIS MUNA DANDAN

Ms Muna Dandan joined us on 28 September
2015 as General Counsel, and will have oversight
for all legal work carried out at the DFSA. The
position of General Counsel carries significant
responsibilities for the DFSA and its Board.

Mr Wallis has extensive experience in the financial
services industry with HSBC, and with ABN Amro as
Regional Head of Human Resources (HR) in the Middle
East and African region and as Global Head of HR for the
Private Clients and Asset Management Division, based

in Amsterdam. He has more than 30 years of experience
with blue chip international companies, including
Schlumberger, Motorola and Microsoft, with 14 of those
years being based in Dubai. He holds a Bachelor’s Degree
in Political Science and is a Chartered Fellow of the
Chartered Institute of Personnel Development.

Muna has significant experience in legal
practice and has held a number of senior
legal positions in the private sector. We are
pleased to welcome Muna to the DFSA.
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I SUPERVISION IN ACTION

AUTHORISATION
ACTIVITY

The regulated population of the
DIFC continues to grow at a strong
pace. We authorised 49 firms during
the period from January to the

end of August 2015, versus 37 in
the corresponding period in 2014.
Additionally, we have accepted 64
applications in 2015, versus 51

in 2014. Overall, as of the end of
August, we currently have a pipeline
(applications plus “in principle”
approvals) of 58 firms. While the
majority of these firms are for wealth
managers, wealth advisors and
representative offices, we are dealing
with a number of insurance and
banking applications. The overall
country of origin mix remains broad.

Five years after the launch of the
Representative Office regime we now
have 64 such entities and continue to
receive a healthy flow of applications.
However, the original thought that
many of the Representative Offices
would convert into higher category
operations has not materialised, with
a few exceptions. We are considering
a thematic review of Representative
Offices in late 2015 to find out if these
entities are, in fact, conducting only
activities of a Representative Office or
if they are straying into activities that
need a different licence.

The DFSA is also exploring interest
from persons wishing to set up
crowdfunding platforms. The DFSA

is considering an appropriate
crowdfunding regime that balances
the development of different crowd-
based funding models, which ensures
there are sufficient safeguards to
investors, especially retail investors.
We are, of course, discussing these
issues with UAE federal regulators so
as to better understand their approach
and concerns on this topic as well.

The DFSA now regulates, with varying
degrees of intensity, a total of 391 AFs.
In addition, we have some regulatory
responsibility for 16 Registered

Auditors (RAs) and 97 DNFBPs. Given
the authorisation pipeline figures from
above, the total number of firms should
easily exceed 400 by the end of 2015.

We highlighted our regulatory
priorities in a “Dear SEO” letter earlier
this year. These priorities took into
consideration our assessment of

the global and regional economic
environment, international regulatory
developments, trends among

our regulated population and the
DFSA’s risk tolerance. Our primary
focus has been on conduct-related
issues, across all types of regulated
entities, to ensure the appropriate
level of protection to clients and
counterparties given their knowledge,
experience and understanding of
financial products and services and
related risks. As the Centre matures
and grows, we have increased our
emphasis on prudential supervision
as well. Key areas of supervisory
focus include the following:

Client Classification, Suitability,
Communication of Information and
Marketing Material, Financial Crime,
Cyber Risks, Notifications to the DFSA
relating to Market Volatility.

LIQUIDITY COVERAGE
RATIO

Aiming to promote the resilience of
the liquidity risk profile of banks in the
DIFC, we introduced rules requiring all
Category 1 and 5 AFs to comply with
the Liquidity Coverage Ratio (LCR)

as per Basel Il liquidity framework.
The rules, which came into effect

on 1January 2015, require a firm to
maintain at all-times an adequate
stock of unencumbered high-quality
liquid assets (HQLA) that can be
immediately converted into cash

to meet its liquidity needs for a 30
calendar day liquidity stress scenario.

ANNUAL AML REPORT

In April, we published a report
covering the first set of the new
Annual AML Returns (AML Returns)
submitted by AFs and DNFBPs. The

requirement to submit AML Returns
was introduced via changes to the
AML Module of the DFSA Rulebook in
July 20183 in order to provide the DFSA
with targeted information on systems
and controls to combat money
laundering and terrorist finance. The
key findings of the report revealed

that improvements are required in the
following areas:

® Firms need to tailor their due
diligence assessments for
businesses more specifically, and
obtain buy-in from all areas of the
firm, including senior management;

® Firms need to expand the risk
factors considered including
associated product and service
risks (not just country risks) and
improve the documentation of
customer information obtained
during the customer due diligence
process;

® Firms need to include robust
transaction monitoring, on an
on-going basis, including the
need to consider alerts raised on
transactions booked overseas.

The overall findings of the analysis
of the AML Returns, confirms and
supports the DFSA’s continued
focus on money laundering related
risks. The findings will assist the
DFSA in contributing and preparing
any national AML risk assessment
undertaken pursuant to the 2012
Financial Action Task Force (FATF)
Recommendations.

MARKETING OF HIGHLY-
LEVERAGED PRODUCTS
(“HLPS") TO RETAIL
INVESTORS

We identified an emerging trend in
enquiries and applications from firms
seeking to establish Representative
Offices to market Foreign Exchange
(“FX”) and other highly leveraged
products (“HLPs”). Our specific
concern was that marketing activities
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were likely to include Retail Clients,
but without the relevant protections
for retail customers. While the DFSA
conducts a review, it has reminded
all AFs of their obligations relating
to disclosure, dealing with conflicts
of interest and suitability of advice
and discretionary decisions for such
products. It has also adopted the
position that in the meantime it will
not generally accept any further
Representative Office applications
relating to these products until the
new policy has been formed.

FOREIGN ACCOUNT TAX
COMPLIANCE (FATCA)

The UAE Government has signed the
final version of the Inter-Governmental
Agreement (IGA) with the United
States (US), and issued the relevant
guidance notes together with the
final version of the IGA on 17 June.
On 9 July, the DFSA issued an “SEO
Letter” to all AFs which provided
links to the IGA and the guidance
issued by the Ministry of Finance.
The letter also outlined the deadlines
and responsibilities of the AFs
regarding the reporting requirements
of FATCA going forward. Overall, the
compliance onus regarding FATCA
regulations remains with the AFs who
are encouraged to seek appropriate
legal counsel or advice regarding
their obligations surrounding FATCA
regulations. Subsequently, the DIFC
Register of Companies (ROC) opened
the FATCA data collection portal to all
AFs.

POLICY ON PERMISSIBLE
COMPANY AND
TRADING NAMES

On 15 July the DFSA published its
policy approach on permissible
company and trading names for
entities established in the DIFC. The
naming policy aims to ensure that
entities operating in or from the DIFC
use names that are fair and clear

so as not to mislead consumers. It
contains the guiding principles that
the DFSA has adopted, its general
policy, exceptions to the policy and
how it will use its powers to restrict

the use of misleading names by DFSA
regulated entities. The DFSA has
requested firms to consider this issue
and subsequently discuss with the
DFSA a timetable for changing a name
that may be misleading. A six month
timetable will generally be adopted.

TRADE FINANCE
THEMATIC REVIEW

In August 2015, Supervision
commenced a Trade Finance themed
review. Such reviews are regularly
used to test specific areas outside of
regularly scheduled risk assessments
and firm visits. The objectives of this
particular review are to:

® |dentify firms that are carrying out
trade finance activities and their
role in the trade finance cycle;

® Obtain information and particulars
about the nature and depth of
trade finance activities that are
being undertaken in or from the
DIFC; and

® Assess the adequacy of trade
finance specific AML, CTF and
Sanctions systems and controls
being implemented by AFs.

The thematic review will be in two
phases. The first phase will involve

the use of an online questionnaire to
obtain key information from all AFs
confirming whether or not they are
involved in trade finance activities, and
also to obtain key statistical information
about the composition of the different
trade finance activities undertaken.
Also, other information such as type of
accounts, value of transactions, and
the jurisdictions in which the underlying
trade parties are located will also be
collected. Having identified all firms
engaged in trade finance activity, phase
two will involve conducting on-site
visits of selected firms.

Phase two will focus on the
organisational structure within

each firm, and the governance
arrangements and the roles played
by staff in the execution of trade
finance activities, including reviewing

involvement of senior management,
compliance staff, trade processing
staff, individual relationship managers,
risk management staff and the firms
audit function.

Following the review, the DFSA
intends to publish findings on trade
finance activities in the DIFC which
may include good and bad practices
noted as a result of the thematic
review.

SUPERVISION
OUTREACH SESSIONS

The DFSA hosted its sixth Annual
Audit Outreach for its Registered
Auditors on 8 March with 75 Audit
Principals and Money Laundering
Reporting Officers attending. The
DFSA presented key findings of audit
inspections from January to December
2014. The DFSA also presented its
focus for 2015 on-site assessments,
an update on prudential matters and
recent trends and issues facing the
auditing profession.

The new Electronic Prudential
Reporting System (EPRS) forms were
activated for the first quarter reporting
period. On 29 March and 5 April, the
Supervision Division held outreach
sessions for all firms to highlight
significant changes to the reporting
requirements.

The DFSA participated in a joint
outreach session with the DIFC
Registrar of Companies on 14 May
covering FATCA. Before the FATCA
outreach session, the DFSA invited
questions from AFs that they would
like to be addressed during the
outreach session by Ernst & Young.
The Registrar of Companies provided
an outline of the reporting framework
created by the DIFC for FATCA
purposes.
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The DFSA co-hosted an outreach
event with the Compliance Officers
Networking Group (CONG) on 4 June
with more than 200 stakeholders

in attendance. The main morning
session included an opening speech
from the DFSA Chief Executive,
updates from the DFSA’s Enforcement

and Policy and Legal Divisions,

and Supervision presentations

on Conduct Risks covering Client
Classification, Suitability, Retail FX,
Financial Crime Risks, and Funds and
Asset Management. The afternoon
was devoted to more specialist

group sessions, such as the DFSA’s

approach to Thematic Supervision,
Prudential and Operational Risks, and
Authorisations matters. We received
positive feedback on the event, and
we will look to repeat the event and its
format in 2016.

I MARKETS IN ACTION

SUKUK LISTING- ONE OF
THE WORLD'S LEADING
CENTRES

There has been a continued flow in
the number of Sukuk listings in the
DIFC. Up until September 2015, there
were 17 new Sukuk listings valued at
approximately USD 12.7 billion. The
total value of Sukuk listed on Nasdaq
Dubai is approximately USD 37 billion
making Dubai one of the world’s
leading centres for Sukuk listings. The
Dubai Islamic Economy Initiative by
His Highness Sheikh Mohammed bin
Rashid Al Maktoum, Ruler of Dubai,
has continued to attract a number

of high profile corporate Sukuk
issuances which includes the USD 1
billion issuance by Emirates Airlines
guaranteed by the UK Government, a
world’s first. The number of sovereign
Sukuk continued to rise with the
Government of Hong Kong listing its

NUMBER OF LISTINGS

second Sukuk issuance valued at USD
1 billion and the Republic of Indonesia
listing its first Sukuk issuance valued
at USD 2 billion. Also, the Government
of Ras Al Khaimah has listed its
second Sukuk issuance, worth USD 1
billion.

CONVENTIONAL DEBT
LISTINGS - GROWING
INTERNATIONAL

INTEREST

Interest also continues for the listing
of conventional debt, with a growing
interest from China. There have

been five conventional debt issuers
including the USD 500 million issue by
the Industrial and Commercial Bank
of China, an issue in Chinese Yuan of
CNY 2,000,000,000 by the Bank of
China (equivalent to USD 321,559,000)
and the USD 500 million issue by DP
World.

EQUITY LISTINGS AND
SYNERGIES WITH THE
EGYPTIAN MARKET

During 2015, the Initial Public Offering
(IPO) of the DIFC'’s first dual listing with
Egypt was completed successfully with
the listing of Orascom Construction
Ltd. on both NASDAQ Dubai and the
Egyptian Exchange. To facilitate this
dual listing Nasdaq Dubai established
a link to the Egyptian central securities
depository, Misr for Central Clearing,
Depository and Registry (MCDR), and
entered into a mutual memorandum of
co-operation. In total, up until the end
of September 2015, 23 new listings
with an offering value of approximately
USD14.94 billion have been added to
the Official List of Securities.

The DFSA has also recognised the first
direct trading member to the DIFC from

Egypt.

TOTAL ISSUANCE SIZE
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TRADING ACTIVITY ON
DIFC EXCHANGES

Trading activity on the DIFC
exchanges has decreased compared
with the same period last year. In the
first six months of 2015, NASDAQ
Dubai’s trading volume decreased by
24% to reach 135,349,122 shares,
while the trading volume of Dubai
Mercantile Exchange (DME) decreased
by 25%. The DFSA has approved
Nasdaq Dubai’s efforts to relaunch
its derivatives market, which included
enhancing its rules and processes.

RECOGNITION

The Markets Division has noted a
steady rate in the level of interest from
entities seeking to become Recognised
Persons in the DIFC. Up until
September of 2015, Markets approved
Recognition requests from six firms
that either became new members of
Nasdaq Dubai or DME, or expanded
the scope of their business activities
on the exchanges. In total, as of 30
September 2015 the DFSA had 65
Recognised Members. With respect to
Recognised Bodies (ie exchanges and
clearing houses), during the first nine
months of 2015, the Markets Division
has approved recognition requests

for two exchanges (ie Dubai Gold &
Commodity Exchange (DGCX) and
CME Europe Limited) to bring the total
number of Recognised Bodies to 9.

The DFSA has also recognised its first
Egyptian Member with Beltone Market
Maker S.A.E being recognised to act

as a market maker on NASDAQ Dubai.

THE CODE OF MARKET
CONDUCT

A Code of Market Conduct was
approved and came into effect in
January 2015. It sets out detailed
guidance to the market abuse
provision in the DIFC Markets Law.
The Markets team is preparing for an
outreach event during Q4 of 2015 on
the Code for markets’ stakeholders.

OUTREACH AND
MARKETS BRIEFINGS

With the aim of enforcing world-

class regulation that is in line with
international best practice, the

Markets Division also engaged in a
number of outreach sessions with a
range of market participants during
2015 to obtain their feedback on the
Listed Funds Regime. The responses
received were positive with specific
recommendations on how the DFSA
could enhance these regimes and
implement processes and procedures in
line with international best practice. As
a result of this outreach, Rule changes
are being considered. Also, knowledge
sharing visits have been made to

the Egyptian Financial Supervisory
Authority (EFSA) and the Egyptian

Stock Exchange (EGX) to facilitate

the recognition of Egyptian members.
The Markets Division also met with
representatives of the German Financial
Services Regulator (BAFiN), the Korean
Stock Exchange (KRX), the Kenya
Capital Markets Authority (CMA), the
Hong Kong Stock Exchange (HKEX),
the Shanghai Clearing House and the
People’s Bank of China (PBC).

In its efforts to educate investors

and market practitioners, the

Markets Division issued a number of
Markets Briefs to provide detailed
guidance about the DFSA’s approach
to regulation on various areas.

These included information on the
repurchase of listed debentures

and the issue of supplementary
Prospectuses. The Markets Division

is actively outreaching to various

UAE corporate governance bodies, in
particular, through the Pearl Initiative,
a private sector driven and funded
organisation aiming to improve
corporate governance in the Gulf

and MENA region and the DIFC’s
Corporate Governance Institute,
Hawkamah. Also, in support of Dubai’s
expansion as the global capital of the
Islamic economy, the Markets Division
participated in the World Islamic
Banking Conference and the Global
Islamic Economy Summit Leadership
Series, and continues to work with
the International Islamic Finance
Market and sits on an Islamic Financial
Services Board (IFSB), working group.
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I ENFORCEMENT IN ACTION

[OSCO POLICY
INITIATIVE

The DFSA continues to contribute

to international standard-setting

and policy initiatives through its
involvement in various international
standard-setting bodies and fora.

The work carried out by the DFSA’s
Heads of Enforcement and Legal
Divisions culminated in the release

by I0OSCO in June 2015 of a paper
entitled “Credible Deterrence in the
Enforcement of Securities Regulation”.
The paper, which was launched at the
I0SCO Annual Conference in London,
was the result of work organised within
I0SCO’s Committee for Enforcement
and the Exchange of Information
(Committee 4). Members of Committee
4 contributed real life examples of
good enforcement practices used

by securities and financial services
regulators around the world. The
purpose of the report is to provide
regulators with guidance as to how
best enhance enforcement frameworks
to credibly deter misconduct.

REGULATORY
COLLABORATIONS

The DFSA is collaborating with both
regional and international regulators
in a number of investigations.
Regionally, the DFSA has collaborated
with the Emirates Securities and
Commodities Authority (ESCA)

and the UAE Insurance Authority

(IA). ESCA has provided valuable
assistance to the DFSA to obtain
information, books and records for
one investigation. The DFSA has
also shared information with the UAE
|IA about another investigation, and
will seek its assistance in obtaining
information, books and records from
UAE insurance brokers. Both ESCA
and the UAE IA are collaborating with
the DFSA in joint investigations.

Internationally, the DFSA is working
closely with a European regulator
on an investigation with a view to
sharing information and findings,
and co-ordinating regulatory actions

which may arise from their joint
investigations including ensuring

that their respective actions are
proportionate and consistent. The
DFSA has also shared information with
a Eurasian jurisdiction on a matter of
mutual interest.

INVESTIGATIONS

The DFSA conducted 17 investigations
of which 11 have been carried over
from previous years.

ENFORCEMENT
ACTIONS

The Enforcement Division has

referred several matters to DFSA’s
Decision Making Committee (DMC) for
consideration. The DMC is appointed
to consider evidence and decide
whether or not to take action against a
person (including a firm) who may have
breached DFSA requirements. Since
the date of the last report the DFSA
has made the following decisions:

A decision to fine an authorised
firm USD 8.4 million for a range
of failures relating to corporate
governance, systems and controls
and its dealings with the DFSA.
Principally the firm failed to
exercise good governance over
several business lines resulting in
their failure to comply with AML
system and control requirements.
The firm then concealed these
concerns from the DFSA and
misled and obstructed the DFSA
during its investigation;

A decision to restrict two
individuals for a period of 6 years
from performing any functions
relating to the provision of a
financial service in the DIFC. The
DFSA imposed this restriction for
providing false and misleading
information to the DFSA;

® A decision to impose a fine in
the amount of USD 56,000 on
a firm for its failure to have in
place adequate AML systems and
controls;

® A decision to restrict an individual
for a period of 3 years from
performing any functions relating
to the provision of a financial
service in the DIFC. The DFSA also
imposed a fine of USD 45,000. The
DFSA imposed the restriction and
fine because the person provided
false and misleading information to
the DFSA and obstructed the DFSA
during its investigation.

The DFSA has also entered into two
Enforceable Undertakings with two
firms about concerns relating to their
compliance with DFSA administered
laws and Rules. In particular the DFSA
was concerned that the two firms

did not have adequate AML systems
and controls to prevent money
laundering. The firms agreed to rectify
their deficiencies and enhance their
systems and controls.

The DFSA has also issued several
private warning letters to individuals
who failed to meet the standards
expected of them.

CONSUMER ALERTS

The DFSA issued 7 consumer alerts
about scams which misuse the name
of the DFSA, and/or individuals
associated with the DFSA. The DFSA
believes the best way of dealing with
such scams is to educate the public
about the risk of investing in them.

A list of warnings about such scams,
and information relating to them is
published on the DFSA website.

COMPLAINTS

The DFSA received 154 complaints.
Approximately 75% of the complaints
were about conduct outside of the
DIFC and, therefore, matters over
which the DFSA has no jurisdiction.
However, the complaints are an
important source of intelligence

for the DFSA as they may indicate
trends in misconduct or unscrupulous
practices. Also, complaints are the
usual source of information for the
DFSA about scams.
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I DFSA ACTIVITY OVERVIEW

LICENSED ENTITIES 391 As AT 1 SEPTEMBER 2015

NEW FIRMS AUTHORISED

Saudi Fransi Capital International Ltd 24 May 2015

SG & Partners Limited 07 Jan 2015 RoC Capital Management (Dubai) Ltd 31 May 2015
Markel International Dubai Limited 07 Jan 2015 Misr Insurance Company 02 Jun 2015
IronFX Global MENA Limited 19 Jan 2015 Eit:r:ﬁaeg Bank Financial Services 09 Jun 2015
HSBC Private Bank (Suisse) SA 22 Jan 2015
M Stanlev | : : IG Limited 10 Jun 2015
organ Stanley Investmen
Management Limited 08 Feb 2015 Platinum Capital Management
Limited 18 Jun 2015
BankMed SAL 09 Feb 2015
DS-Concept Intelligent Trade 24 Jun 2015
MedSecurities Investment Sal 11 Feb 2015 Finance Limited .
IPSA Capital (Dubai) Limited 17 Feb 2015 PFX Financial Professionals LTD 09 Jul 2015
Capital Bank Corporate Advisory Liquidity Finance LLP 26 Jul 2015
(DIFC) Ltd. 22 Feb 2015 | .
BeieEtion A (Bul) Wiiliee 5 Feb 2015 Elyseum Capital Partners Limited 28 Jul 2015
Awad Capital Ltd 26 Feb 2015 Berry Palmer & Lyle Limited 28 Jul 2015
Audacia Capital Limited 02 Mar 2015 Gulf Capital Credit Partners Ltd 02 Aug 2015
RUSD Capital Limited 03 Mar 2015 UBI Banca (Representative Office) 03 Aug 2015
ED&F Man Capital Markets Limited 15 Mar 2015  Strata Capital Limited 04 Aug 2015
. Frere Hall Capital Management
ACON Equity Management L.L.C 19 Mar 2015 (T L epresameie Offes) 04 Aug 2015
adaa Financial Services Limited 24 Mar 2015 Bank of Palestine DIFC
o (Representative Office) 06 Aug 2015
IMM Group Limited 24 Mar 2015
Capita Fiduciary Group Limited 24 Mar 2015 Warburg Pincus International LLC 23 Aug 2015
Forth Capital (DIFC) Limited 25 Mar 2015 East Capital (Dubai) Limited 30 Aug 2015
Credit Industriel et Commercial 29 Mar 2015 Global Financial Products Ltd 31 Aug 2015
Bank of India 31 Mar 2015 Tell Limited 31 Aug 2015
L!bgrty Specialty Markets MENA 06 Apr 2015
Limited
Sword Capital Partners LLC 16 Apr 2015 NEW DNFBPS REGISTERED
ITA (Middle East) Limited 20 Apr 2015  DWF (Middle East) LLP 29 Jan 2015
i Devi Jewels LLC 09 Feb 2015
oL rssres 1o SR 1 o ot
Asian Hotel Corporation Limited 19 Feb 2015
Eurofin Investments Pte Ltd 05 May 2015
Y NRose LLC 19 Feb 2015
The Access Bank UK Limited 07 May 2015 ) .
Sabban Holdings Limited 19 Feb 2015
NN Investment Partners B.V. Dubai
Branc 17 May 2015 Chpyristie’s (Dubai) Limited 08 Mar 2015
Trussbridge Advisory (DIFC) Limited 19 May 2015 BT Investments LTD 31 Mar 2015
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S3 Global Holdings Limited 09 Apr 2015 Gulf Merchant Bank Limited 11 Jun 2015

AC Limited 20 Apr 2015 Eiimgdorlzon Capital Management 11 Jun 2015
Beale and Company Solicitors LLP 27 May 2015 . o

Alcazar Capital Limited 05 Jul 2015
Bae, Kim & Lee LLC (Dubai Branch) 02 Jun 2015 ] . .

iSCF Capital Limited 09 Jul 2015

Walkers Corporate (Dubai) Limited 04 Jun 2015

Dalma Capital Management Limited 16 Aug 2015

Shearman & Sterling LLP 13 Aug 2015

RIAA Barker Gillette (Middle East) LLP 13 Aug 2015 NASDAQ DUBAI RECOGNISED

MEMBER STATUS AWARDED

LICENSE UPGRADES AND VARIATION Shuaa Securities LLC 12 Apr 2015
Olf SLOIPE Mawarid Securities 18 Jun 2015

HSBC Middle East Leasing 11 Jan 2015
Partnership a Beltone Market Maker SAE 23 Jul 2015

NATIXIS 20 Jan 2015

TVM Cabital Health = DME RECOGNISED MEMBER STATUS
apital Healthcare Partners 55 Jan 2015 AWARDED

Limited
SGA i S ities LLC 04 Jan 2015

Tilad Investment Company Limited 15 Feb 2015 merieas Securies an

Axis Bank Limited 17 Feb 2015~ Nahua USALLC 22 Jun 2015
Quantum Investment Bank Limited 17 Feb 2015 NASDAQDUBAI WITHDRAWN
Commerzbank AG 22 Feb 2015  INALIALES

Attijariwafa Bank (Middle East) Limited 08 Mar 2015  HSBC Bank plc 16 Mar 2015
NBE (DIFC) Limited AV PME WITHDRAWN MEMBERS

Alpen Capital (ME) Limited 25 Mar 2015 ~ Newedge USA, LLC 07 Jan 2015
Prometheus Capital Finance Limited 15 Apr 2015 Pioneer Futures, Inc. 26 Feb 2015
INTERNATIONAL CO-OPERATION CONSULTATION PAPERS
We entered into three Memoranda of Understanding (MoU) ® Consultation Paper No. 102- Property Funds and Money
with our counterparts as at 1 September 2015. In each Market Funds, issued on 28th June 2015 and closed on
case the relevant MoU binds the DFSA and its counterpart 28th August 2015.

to information sharing and co-operation in the supervision
of financial institutions.

Consultation Paper No. 101- Proposed Miscellaneous
Amendments, issued on 28th June 2015 and closed on

® Australian Prudential Regulation Authority (APRA): 29th July 2015.
The DFSA entered into an MoU with APRA on 6 August
2015. RULEBOOK AMENDMENTS
® Kuwaiti Capital Markets Authority of Kuwait (CMA): ® On 1 August 2015 the DFSA repealed and replaced the
The DFSA entered into an MoU with CMA on 7 June following Modules of the DFSA Rulebook:
2015. O Fees (FER) Module (Fees (FER) Instrument No. 152
of 2015)

® |ndonesian Otoritas Jasa Keuangan (OJK):

O Recognition (REC) Module (Recognition (REC)

The DFSA entered into an MoU with OJK on 6 April
Instrument No. 153 of 2015)

2015.
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® On 1 April 2015 the DFSA repealed and replaced the
following Modules of the DFSA Rulebook:

O Conduct of Business (COB) Module (Conduct of
Business (COB) Instrument No. 149 of 2015)

O Collective Investment Rules (CIR) Module (Collective
Investment Rules (CIR) Instrument No. 150 of 2015)

O Glossary Module (GLO) Module (Glossary Module
(GLO) Instrument No. 151 of 2015)

® On 1 January 2015 the DFSA repealed and replaced the
following Modules of the DFSA Rulebook:

O Fees (FER) Module (FEES (FER) Instrument No. 145
of 2014)

O The Markets Rules (MKT) Module (Markets Rules
(MKT) Instrument No. 146 of 2014)

O Glossary Module (GLO) Module (Glossary Module
(GLO) Instrument No. 147 of 2014)

O Prudential- Investment, Insurance Intermediation
and Banking (PIB) Module (Prudential — Investment,
Insurance Intermediation and Banking (PIB)
Instrument No. 148 of 2014)

SOURCEBOOK AMENDMENTS

® On 14 July 2015 the DFSA issued the July Edition of
the Regulatory Policy and Process (RPP) Module of the
DFSA Sourcebook repealing the May 2015 edition.

® On 7 May 2015 the DFSA issued the May Edition of
the Regulatory Policy and Process (RPP) Module of the
DFSA Sourcebook repealing the February 2015 edition.

® On 4 March 2015 the DFSA repealed and replaced
the Prudential Returns (PRU) Module of the DFSA
Sourcebook.

® On 11 February 2015 the DFSA issued the February
Edition of the Regulatory Policy and Process (RPP)
Module of the DFSA Sourcebook repealing the
November 2014 edition.

® On 1 January 2015 the DFSA introduced a new Module
of the DFSA Sourcebook namely the Code of Market
Conduct (CMC) Module.

NEW/AMENDED FORMS

® 20 April 2015 - the following forms were amended or
deleted:

MKT1 Application for the Approval of a
Prospectus and the Admission of
Securities to the Official List

MKT2 Deleted - please use MKT1 Form

® 25 March 2015 - the following DFSA forms were added,
amended or deleted:

AUT NOTES Applying for Authorisation- Notes for

AUT CORE

AUT IFS

AUT PFS
AUT EFF
AUT QIFM

AUT QIF
AUT EFM
AUT EXF
AUT REP

AUT CON

AUT IND1

AUT IND2

AUT IND3

AUT IND4

AUT IND5

AUT IND6

AUT IND7

AUT CRA

SUP2
SUP3
SUP4
SUP5

SUP6

Applicants

Applying for Authorisation- Core
Information Form

Applying for Authorisation- Islamic
Finance Business Supplement

Public Fund Supplement
Exempt Fund Form

Qualified Investor Fund- Domestic Fund
Manager Form

Qualified Investor Fund: Notification Form
External Fund Manager Form
External Fund: Notification Form

Applying for Authorisation as a
Representative Office

Applications and Notifications Concerning
a Change in Control

Applying for Authorisation - Authorised
Individual Status

Application to Extend or Vary Authorised
Individual Status

Application to Withdraw Authorised
Individual Status

Applying to become the Principal
Representative

Application for authorisation - Key
Individual status

Application to extend or vary - Key
Individual status

Application to withdraw - Key Individual
status

Applying for Authorisation as a Credit
Rating Agency

Deleted - please use GEN1 Form
Application Cell Company - Insurance
Application to vary a Licence

Application to Add or Remove an
Endorsement on a Licence to carry on
Financial Services with Retail Clients

Applying to withdraw a licence
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GEN1 Request for a waiver or modification

GEN2 Notification of appointment, resignation
and termination of an Auditor

CIR Notification of the Marketing and Selling of Funds
AMI2 Deleted- please use GEN1 Form
AMI3 Applications and Notifications Concerning

a Change in Control

RECA1 Application for Recognised Member Status

MKT1 Application for Prospectus Approval

MKT2 Application for Admission of Securities to
the Official List of Securities of the DFSA

MKT3 Sponsor’s Declaration

MKT4 Deleted- please use GEN1 Form

DNF1 Designated Non-Financial Businesses and

Professions- Registration Form

DNF2 Designated Non-Financial Business or
Profession (DNFBP) - Changes to
registration details

AML Annual AML Return

AUD1 Audit Principal Notification

AUD2 Withdrawal of Audit Principal

AUD3 Registration as a Registered Auditor
AUD4 Registration as an Audit Principal

AUD5 Application to withdraw a registration as a

Registered Auditor

AUDG6 Registered Auditor- Money Laundering
Reporting Officer

WAIVER/MODIFICATION NOTICES

35 waiver/modification notices issued from 1 January to 1
September 2015.

SEO LETTERS

® SEO letter on DFSA Policy on Permissible Company
and Trading Names for Entities in Established in the
DIFC (20 July 2015).

® SEO letter on the United States Foreign Account
Tax Compliance Act (FATCA)- Authorised Firms’ (AF)
Obligations (12 July 2015).

® SEO letter on Supervisory Priorities and Issues
(20 April 2015).

® SEO letter on the Marketing of Foreign Exchange (“FX”)
and other Highly-leveraged Products (“HLPs”) to Retail

Investors by Authorised Firms and Representative
Offices (20 April 2015).

® SEO letter on Annual Anti-Money Laundering (AML)
Return (6 April 2015).

MEDIA RELEASES

® The DFSA Appoints New General Counsel (23 August
2015).

® The DFSA Signs MoU with Australia’s Prudential
Supervisor (6 August 2015).

® Argaam Capital Limited Resolves Compliance
Deficiencies with the DFSA (29 July 2015).

® Kuwait Turkish Participation Bank (Dubai) Limited
Resolves Compliance Concerns with the DFSA
(10 June 2015).

® DFSA Fines United Investment Bank Limited
(20 May 2015).

® The DFSA and the DIFC Registrar of Companies
Co-host FATCA Outreach Workshop (19 May 2015).

® Dubai Delegation Visits India to Promote Collaboration
between the Financial Centres (26 April 2015).

® DFSA Takes Action against Hany Lotfy Awwad
Abdelwahab (22 April 2015).

® DFSA Fines Deutsche Bank AG for Serious Breaches
(15 April 2015).

® DFSA Takes Action against Former Licensed
Directors (8 April 2015).

® The DFSA Strengthens Ties with Indonesian
Regulator (6 April 2015).

PUBLICATIONS

® DFSA published an Annual AML Return Report in
Arabic (18 June 2015).

® DFSA published its 2014 Annual Report in Arabic
(14 June 2015).

® DFSA published its 2014 Annual Report in English
(10 May 2015).

® DFSA published an Annual AML Return Report in
English (27 April 2015).

® DFSA published an Audit Monitoring Report in Arabic
(19 March 2015).

® DFSA published an Audit Monitoring Report in
English (18 March 2015).

® DFSA published its internal staff newsletter
“CONNECT” (15 March 2015).
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DFSA published its Business Plan 2015/2016 in Arabic
(22 January 2015).

DFSA published its Business Plan 2015/2016 in English
(12 January 2015).

CONSUMER ALERTS

DFSA issued an alert warning about “Acornvest
Investment” Scam (16 August 2015).

DFSA issued an alert warning about false DFSA and
Bank Documents (6 August 2015).

DFSA issued an alert alerting DIFC and other Firms
about a False DFSA Document (24 June 2015).

DFSA issued an alert about a Scam by “Glade for Best
Services FZE” involving fraudulent use of the DFSA’s
name (27 May 2015).

DFSA issued an alert about a Telecommunications
Scam (21 April 2015).

DFSA issued an alert about the Fraudulent Sale of
DFSA Licences (14 April 2015).

DFSA issued an alert about the Emirates Lottery
Foundation Promo Scam (15 February 2015).

CHIEF EXECUTIVE EVENTS

lan Johnston, DFSA Chief Executive attended the World
Capital Markets Symposium and participated in a panel
discussion on “Financial Technology: Future Ready
Regulation” in Kuala Lumpur Malaysia (4 September
2015).

lan Johnston, DFSA Chief Executive, keynote address
at the CPA Congress- Leadership. Strategy. Business at
the DIFC: Topic: ‘Positioning the United Arab Emirates
as Key Global Hub for Capital Markets- a regulators’
perspective’ (2 September 2015).

lan Johnston, DFSA Chief Executive attended the Boao
Forum for Asia Sydney Conference and participated

in the panel discussion on Stability in Prudential
Regulation and the Impact of New Technologies on
Market Dynamics (July 30 2015).

lan Johnston, DFSA Chief Executive attended I0SCO
Annual Meetings in London (14 to15 June 2015).

lan Johnston, DFSA Chief Executive attended the
NAIC International Insurance Forum in Washington DC
and participated in a panel discussion on “Challenges
of Centralised and Decentralised Governance
Approaches” (21 to 22 May 2015).

® |an Johnston, DFSA Chief Executive attended and
moderated a panel at IOSCO’s Growth and Emerging
Markets Committee (GEMC) Annual Meeting and
Conference in Cairo, Egypt (27 to 29 April 2015).

® |an Johnston, DFSA Chief Executive attended the IFSB
Annual Meetings including IFSB Council Meetings in
Jakarta, Indonesia (31 March to 2 April 2015).

® |an Johnston, DFSA Chief Executive attended the
IOSCO Africa and Middle East Regional Committee
Annual Meeting in Muscat, Oman (23 to 25 March
2015).

® |an Johnston, DFSA Chief Executive participated in
the Blackstone Chambers/ Financial Services Lawyers
Association, financial services enforcement seminar in
London (5 March 2015).

® Jan Johnston, DFSA Chief Executive attended the NBAD
Global Financial Markets Forum in Abu Dhabi (1 to 2
March 2015).

® |an Johnston, DFSA Chief Executive attended IAIS
Technical Meetings in Basel (16 to18 February 2015).

EVENTS AND OUTREACH

® DFSA hosted the CONG and DFSA Supervision Annual
Outreach session (4 June 2015).

® DFSA hosted an outreach session on Foreign Account
Tax Compliance Act (FATCA), (14 May 2015).

® DFSA conducted an outreach session on Regulatory
Reporting Regime and New PIB Forms (5 April and 29
March 2015).

® DFSA hosted its sixth Annual Audit outreach session for
its Registered Auditors (8 March 2015).

® DFSA hosted an outreach session on Client
Classification Regime, DFSA Decision Making
Processes and a general Policy Update (23 February
2015).

OTHER ANNOUNCEMENTS

® DFSA announced the appointment of the new General
Counsel Ms Muna Dandan (23 August 2015).
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