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Welcome note

Welcome to the fourth
edition of the DFSA in
Action. As | write this, | am
reminded of the ancient
Chinese curse:"‘May you live
in interesting times” and for
all of us - industry as well as
regulators, these are very
interesting times indeed.

We are at a crossroads,
the beginning of an era of
regulatory re-think. VWhat should regulation
entail and how should we approach
regulation today?

| believe our work on capturing,
understanding and responding to regulatory
risks will pay dividends to the DFSA and the
Firms we supervise. This work is consistent
with our goals of providing input to
international standards and being a leader in
the GCC region.Without a doubt, this is a
DIFC-wide effort.

Active supervision

The DFSA will continue to focus on the
business of carefully scrutinising Firms

and persons applying for authorisation to
conduct financial services business.\We

are paying particularly close attention to

an applicant's business plans in this new
economic environment, experience in

the financial sector and attitude toward
conduct of business and compliance-related
issues. The recently revised application
forms emphasise these key areas for new
applicants. In addition, the recent merger of
the Authorisation and Supervision functions
has already benefitted both groups in
terms of increased expertise and enhanced
communication in these critical areas.

Once authorised, the DFSA will maintain
rigorous supervision of Firms by conducting
an appropriate number of on-site visits, which
are augmented through quarterly trend
analysis. Your timely submission of accurate
financial data is critical to our efforts in this
regard. At times, our on-site visits are to
review a Firm’s systems and controls and to
discuss the Firm's view of its business and
risk. At other times the visit might focus on
a particular theme such as AML compliance,
or how the Firm meets its obligations
regarding customer suitability — to name
two recent theme reviews that are covered
in this edition of the DSFA in Action.This

is a highly efficient method of supervision

as it allows us to scientifically select a
representative sample of Firms and focus on
a core risk theme within a prescribed time
frame. This approach perfectly encapsulates
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our risk-based approach to regulation and
has especial value where this information

is shared with other industry participants.
We have recently changed certain key
processes in the Supervision Division to be
more focused on certain risks and allow us
to better capture those risks for stronger
management information. This is the basic
business of supervision and an active way for
us to remain vigilant.

| note that some commentators have
questioned whether a strong face-to-face
supervisory approach is appropriate at this
point in time. Let me say that | believe this is
exactly the time for such a focus. The days of
light touch regulation are gone, if they were
ever appropriate. That is not to say that the
DFSA will be heavy-handed — rather we will
continue to apply our resources to the risks
posed by Firms and their activities. Firms
regulated by the DFSA can rest assured that
we will continue to be proportionate in our
actions and transparent in our processes.

| strongly believe that the best way to
understand the business of a Firm is to be
on-the-ground and meeting with senior
executives, even if on an informal basis. |

am also a believer of the absolute need for
regulators to be commercial and market
sensitive, and by this | mean getting a

true awareness of market developments
immediately and how we may translate this
to our role. As part of our ongoing effort to
understand the realities of the marketplace,
the DFSA has established an initiative
entitled ‘'SEO Dialogue’. Industry leaders
from the Centre are invited to the DFSA to
openly discuss topical issues, to give feedback
on our regulatory activities and to suggest
ways in which we can preserve the success
of the Centre, whilst remaining an attractive
jurisdiction in which to do business, while
adhering to international standards.We

will continue all efforts to reach out to our
regulated Firms through hosting events and
through participation in various conferences
and forums. Even through these challenging
times, we are continuing to invest in the
development of our own staff to increase
their understanding new products, services
and risk management tools.

Enabling regulatory regime

Part of our role has been to assist the
development of business in the Centre.
While continuing to apply high regulatory
standards that meet the requirements and
expectations of an international financial
centre, we are always mindful of maintaining
the balance between applying rigorous
standards and allowing businesses to develop
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in a progressive and fruitful way.

| value broad and deep discussions on
regulatory topics from the DIFC community,
therefore, | encourage you to step forward
and share with us your experiences. After all,
our focus is to protect market participants,
provide a level playing field and maintain
confidence and the integrity of the market.

| think we share common goals of building a
strong, well-respected and trusted financial
centre.

Preventative medicine

One area where we will continue our
rigorous activity is on our Outreach sessions.
These allow us to share findings from recent
supervision activity such as thematic reviews
with the entire regulated audience. These
have proved popular with Authorised Firms
as well as Ancillary Service Providers, as it
gives a barometer of they way the DFSA is
thinking and fills the void of a lack of formally
established Industry Trade Bodies.

It also enables Firms to gain advance
knowledge of events that are taxing Firms

in the Centre. Another method is to write
a Dear SEO letter to each SEO of each
Authorised Firm to ensure that the most
senior person is aware of core regulatory
findings. We expect these letters to be
disseminated by the SEO and considered by
appropriate staff.

International co-operation

We place high importance on co-operation
with other regulators in the UAE, in the GCC
region and globally. In this regard, we are very
pleased that we have signed two Memoranda
of Understanding (MoU) with the UAE
Central Bank for increased co-operation and
with the Anti-Money Laundering Suspicious
Cases Unit of the UAE Central Bank for
exchange of regulatory information. Both of
these Memorandums are yielding dividends
already through increased communication.
We will continue to strengthen our
relationships with local and international
regulators, as well as actively participating in
discussions with international standard setters
about the future of regulation.

| want to thank you for your continued
support of the DFSA.We remain committed
to engage with you as often as is necessary
and to ensure we create an internationally
respected regulatory environment for
business to grow and thrive, also in these
challenging times.

Paul M Koster
Chief Executive

Website: www.dfsa.ae
PO Box 75850, Dubai, UAE

In addition to company news and information available on the DFSA website; all publications can also be accessed from the DFSA Library. These include the full range of DFSA leaflets,
all editions of the DFSA in Action, as well as our Business Plan and Annual Report.



About the DFSA

The DFSA is the independent regulator
of financial and ancillary services
conducted through the DIFC, a purpose-
built financial free-zone in Dubai. The
DFSA’s regulatory mandate covers 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 discharging its regulatory mandate, the
DFSA has a statutory obligation to pursue
the following objectives:-

to foster and maintain fairness,
transparency and efficiency in the
financial services industry (namely, the
financial services and related activities
carried on) in the DIFC;

to foster and maintain confidence in the
financial services industry in the DIFC;

to foster and maintain the financial
stability of the financial services industry
in the DIFC, including the reduction of
systemic risk;

that causes or may cause damage to the

reputation of the DIFC or the financial
services industry in the DIFC, through
appropriate means, including the
imposition of sanctions and monetary
penalties;

to protect direct and indirect users
and prospective users of the financial
services industry in the DIFC;

to promote public understanding of
the regulation of the financial services
industry in the DIFC; and

to pursue any other objectives as the
Ruler may, from time-to-time, set under
DIFC Law.

The DFSA carries out its obligations by
way of functional teams:

The Policy & Legal Services Division
develops our policy and rules, as
approved by the DFSA Board of
Directors and assists in the drafting of
DIFC laws.

Our Authorisation team authorises and
registers Firms, Individuals, and Ancillary
Service Providers to conduct financial

* Once authorised, our Supervision

Division conducts regular risk
assessments on all Firms. The scope
and frequency of such assessments are
dictated by the nature of the Firm'’s
activities and its perceived risks. From
time-to-time, we carry out themed
reviews inspired by topical events
which have both local and international
relevance.

The Markets Division licences and
supervises Authorised Market
Institutions (AMI) in the DIFC.
Currently these are NASDAQ Dubai
and the Dubai Mercantile Exchange
(DME).The Division also recognises
those financial markets who wish

to operate an exchange or clearing
house in the DIFC without having a
physical presence in the DIFC.Trading
and Clearing members of an AMI who
do not have a physical presence in
the DIFC are also recognised by the
Division.

* The Enforcement Division has a range

of powers to enforce the legislation
that we administer, including imposing

* to prevent, detect and restrain conduct services in or from the DIFC, penalties.

DFSA Board welcomes two new members

~

Abdullah Saleh, the Chairman of the DFSA
announced that the President of the DIFC,

His Highness Sheikh Mohammed Bin Rashid Al
Maktoum, has appointed Fadel Abdulbagi Al Ali
and Abdul Wahid Al Ulama to the DFSA Board
of Directors.

Fadel Abdulbaqi Al Al

is the Executive Chairman for Dubai Holding. As
well as being on the Board of Dubai Holding and
several of its entities, including Jumeirah Group,
Sama Dubai, Dubai International Capital, Dubai
Group and Dubai First, Fadel is also on the Board
of Directors for Borse Dubai, Dubai Bank, Bank
Islam in Malaysia and National Bonds. Fadel has
\ considerable experience in the finance industry

Fadel Abdulbagi Al Al which included several years at Citibank before his

move to Dubai Holdings.

Each of the appointments is for a three year
fixed term, and commenced on | January 2009.

Abdullah Saleh stated that he was delighted

to welcome Fadel Abdulbagi Al Ali and Abdul
Wahid Al Ulama to the DFSA Board, as both
are leading figures in their fields and will provide
valuable regional input and insight to the DFSA.
(From a press release issued 29 December 2008).

Abdul Wahid Al Ulama

is a Member of Board of Directors for Dubai
World,Vice Chairman Leisurecorp LLC and Vice
Chairman Dubai Natural Resources World. Prior
to joining Dubai World, Abdul Wahid was a Partner
with the prominent law firm, Al Tamimi & Company
Advocates & Legal Consultants. He is a member

of the DIFC's Islamic Finance Advisory Council, in
Dubai.

Abdul Wahid Al Ulama

The DFSA in Action Il
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~New Firmsauthorised [
Macquarie Capital Funds (Dubai) Limited 20 Nov 2008
Aegis Rock Limited 20 Nov 2008
Deloitte Corporate Finance Limited 20 Nov 2008
Levant Capital Limited 26 Nov 2008
Macquarie Capital Advisers (Dubai) Limited 27 Nov 2008
Dar International Investment Bank 01 Dec 2008
Hana Bank 0l Dec 2008
GE Capital Middle East & Africa Ltd 14 Dec 2008
Gowealthy Capital Limited 17 Dec 2008
Dubai Holding Insurance Services PCC Limited |7 Dec 2008
FH Capital Limited 2| Dec 2008
Nomura International plc 12 Jan 2009
Cisco Capital Dubai Limited 14 Jan 2009
ClI - UAE Limited 05 Feb 2009
PMA (Middle East) Limited |7 Feb 2009
Enam International Limited 23 Feb 2009
QBE Insurance (Europe) Limited 04 Mar 2009
DeaconCapital (Dubai) Limited 05 Mar 2009
Istithmar World Investment Management (Dubai) Limited 25 Mar 2009
Heritage Insurance Management (Dubai) Limited 30 Mar 2009
Lockton Companies International Limited 02 Apr 2009
Simmons & Company International Limited 02 Apr 2009
KKR MENA Limited 19 Apr 2009
Saxo Bank Dubai Limited 19 Apr 2009
AJM Capital Limited 30 Apr 2009
ASAS Capital Ltd 03 May 2009
Fortis Bank (Nederland) NV 03 May 2009
Arabian Capital Investment & Finance Company (Dubai) Limited |0 May 2009
VTB Capital plc Il May 2009
ABN AMRO Asset Management (Asia) Limited |7 May 2009
Clarkson Investment Services (DIFC) Limited |7 May 2009
BDO Corporate Finance (Middle East) LLP 19 May 2009
Yusr Islamic Investment Bank Limited 25 May 2009

- New ancillary service providers registered [N
Fichte & Co LLP 14 Dec 2008
Weil, Gotshal & Manges LLP 12 Jan 2009
Horizons & Co Law Firma 02 Feb 2009
Deloitte Corporate Finance Limited (ASP) 0l Mar 2009
Trench & Associates LLP (ASP) |5 Mar 2009
Jones Day (ASP) 22 Mar 2009
K &L Gates LLP 14 May 2009
Simmons & Simmons Middle East LLP 26 May 2009

~New auditors registered [N
Usamah Tabbarah & Co 26 Mar 2009
KPMG LLP 19 Apr 2009

Susquehana International Securities Limited (NASDAQ Dubai) 16 Nov 2008

Al Ramz Securities LLC (NASDAQ Dubai) 27 Nov 2008
Direct Broker for Financial Services LLC (NASDAQ Dubai) 27 Nov 2008
Deutsche Bank Securities Inc (DME) 22 Jan 2009
WOOD & Company Financial Services a.s. (NASDAQ Dubai) 25 Jan 2009
CBD Financial Services LLC (NASDAQ Dubai) 0l Apr 2009

Enforcement activity

Enforcement sanctions

* 6 January 2009 - The DFSA accepted an Enforceable
Undertaking given by Roberto Da Silva, the former
Compliance Reporting Officer of GFS Investments
(Middle East) Limited. The written undertaking followed an
investigation into Da Silva’s conduct from 17 May 2007 to
31 October 2007.

The Enforcement Division also conducts investigations

in relation to reported and discovered misconduct and
contraventions against the Laws and Rules applicable in the
DIFC. Examples of such investigations include, but are not
limited to, market manipulation, misleading or deceptive
conduct, mis-selling of financial products.

Individuals or Firms that contravene the Law may be fined
or censured by the DFSA. Serious contraventions of the
Law may be referred to the Financial Markets Tribunal (FMT)
or the DIFC Court. Both the FMT and Court can make

a variety of orders including compensation, forfeiture and
cease and desist orders.

Consumer alert

* | March 2009 - The DFSA alerted the financial services
community to a fraudulent investment scheme which
was using a false DFSA letter. The scheme consisted of a
communication to individuals stating that they had won
several hundred thousand US dollars in the “Middle East-
Asia Promotion” sponsored by the “Emirates Foundation”. In
order to claim the prize, individuals were advised to transfer
a sum of money to the DFSA for “registration of funds
meant for international remittance before such funds could
be approved for release”. A person purporting to be the
Head of Operations, International Swift Remittance/Transfer
Department, of an UAE Bank, provided the individual
instructions on how to make the transfer. The false DFSA
letter was an unauthorised use of the name, logo and
letterhead. The DFSA strongly advised against responding to
the communication.

And other items on the agenda

Consultation papers

» Consultation paper No 61- Proposed Enhancements to
Client Asset Protections, issued on 9 April 2009, closed on
25 May 2009.

» Consultation paper No 60 - Miscellaneous Amendments to
the Rulebook, issued 16 February 2009, closed |6 April 2009.



Rulebook amendments

* |8 December 2008 - Notice of Amendments to the
Rulebook relating to Consultation Papers 57 and 59,
encompassing changes to AMI, COB, GEN, GLO, OSR and
TKO.

Rulemaking instruments

Declaration notices
* 5 March 2009 - The DFSA issued a notice in relation to Dubai
Gold Securities.

Discussion papers

The DFSA will issue a series of discussion papers throughout
the year on policy issues confronting the global financial services
industry. The series is designed to provoke discussion on topical
issues confronting regulators and the activities and markets that
they regulate.

* 10 March 2009 - Discussion Paper 2: A Private Equity
Opportunity - A Trading Facility.

* 8 February 2009 - Discussion Paper |: Fair Value Accounting
- Is it True or False?

Please refer to the DFSA website to view the papers and to
subscribe to regular updates.

Local and international co-operation
* Local Regulators: The DFSA entered into two important
agreements with the Central Bank of the UAE:

Central Bank of the UAE: The DFSA entered into a
Memorandum of Understanding (MoU) with the Central Bank
of the UAE, formalising arrangements for co-operation and
information sharing (23 February 2009).

Anti-Money Laundering Suspicious Cases Unit (AMLSCU)

of the Central Bank of the UAE:The DFSA entered into an
MoU with the Anti-Money Laundering Suspicious Cases Unit
of the Central Bank of the UAE regarding co-operation and
exchange of regulatory information recognising the reliance
placed on the quality of regulatory standards administered in
each jurisdiction (23 February 2009).

* International Regulators: The DFSA entered into two
important agreements with two international regulators in
Sweden and the Netherlands. In each case the relevant MoU
binds the DFSA and its counterpart regulator to information
sharing and co-operation in the supervision of financial
institutions.

De Nederlandsche Bank: The DFSA entered into an MoU
with its Dutch counterpart, De Nederlandsche Bank (21
February 2009).

Finansinspektionen: The DFSA entered into an MoU with its
Swedish counterpart, the Finansinspektionen (17 February 2009).

* 31 March 2009 - The DFSA was upgraded from an Associate to
a Full Member of the IFSB (Islamic Financial Services Board).

* 30 March 2009 - The DFSA became a member of the
International Forum of Independent Audit Regulators (IFIAR).

Events and other announcements

* Paul M Koster, DFSA Chief Executive, Speech at the World
Takaful Conference: Published in full on the DFSA website (14
April 2009).

» Paul M Koster, DFSA Chief Executive, Speech at the
International Federation of Accountants (IFAC) Ethics and
Auditing Seminar (12 March 2009).

+ Paul M Koster, DFSA Chief Executive, Speech at the PEI
Middle East Forum: Published in full on the DFSA website (10
March 2009).

* DFSA Published its Annual Report 2008 and Business Plan
2009/2010, in both English and Arabic (4 March 2009).

» Paul M Koster, DFSA Chief Executive, Speech at the ICAEW
Reception: Published in full on the DFSA website (21 January
2009).

» DFSA Amends Policy on Licence Notification: The DFSA
announced that it will no longer issue public announcements
regarding licenses granted to, or withdrawn from, Authorised
Firms, Ancillary Service Providers and Registered Auditors,
operating in the Dubai International Financial Centre.The
amendment is to bring the DFSA more closely in line with the
usual means employed by international regulators to provide
that sort of information (13 January 2009).

» DFSA Chairman Announces Appointments to DFSA Board
of Directors: The Chairman of the DFSA announced the
appointment of two new board members Fadel Abdulbagi Al Ali
and Abdul Wahid Al Ulama (29 December 2008) (Refer to page ).

» DFSA Approves Withdrawal of Licenses to Conduct Financial
Services in or from the DIFC: The DFSA has approved
requests for voluntarily withdrawal of licenses from three
(3) Authorised Firms, effective on the indicated dates:

Jefferies International Limited (17 December 2008), Wedge
Alternatives Limited (21 December 2008), and Alternative
Investment Strategies Management (Dubai) Limited (23
December 2008), to carry on Financial Services in or from the
Dubai International Financial Centre (24 December 2008).

» DFSA Licenses 300th Regulated Firm Within DIFC:The
DFSA licensed its 300th regulated firm in the Dubai
International Financial Centre. The regulated entities
comprise 235 Authorised Firms, 49 Ancillary Service
Providers and |6 Registered Auditors (16 November 2008).

Please refer to the DFSA website for further information and to
subscribe to regular news updates.

The DFSA in Action 1Bl
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DFSA strategic themes for 2009/2010

The DFSA recently published its Business Plan for 2009/2010, which
included the definition of our three strategic themes which will
drive our work over the course of the next two years.

In defining our strategic themes for 2009/2010, we examined
trends in the economic and regulatory environment both locally
and internationally, as well as the strategic direction of the Dubai
International Financial Centre Authority (DIFCA) to ensure we
continue to provide an enabling regulatory regime for the Centre.

First Strategic Theme: Enhance our standing as an
internationally respected regulator

S

The first theme is about the reputation of the DFSA on an
international level. The DFSA has made great strides in building a
regulatory regime to international standards and has received very
encouraging feedback from a number of external stakeholders. Over
the next two years we will build on this and continue to play a role
in international regulatory standard setting. In particular, we expect
that international standard setting bodies will play an important role
in responding to the international financial crisis. Contributing to the
development of international standards and implementing them in
the DIFC, together with a heightened focus on co-operation with
other regulators, forms part of our response to recent events.

Second Strategic Theme: Building capability

The second theme is about building capability in the DFSA.The
DFSA already has a cadre of high calibre regulatory professionals
who we will continue to support through the right skills training and
regulatory tools.We remain committed to developing regulatory
skills in the UAE through our Tomorrow's Regulatory Leaders
Programme.

As well as building the capability of our people, we will enhance
our ability to monitor our business, both in terms of regulation and

Regulatory complaints

We are interested in receiving complaints
and information from all parties to:
concerning issues that involve our .
regulated community. We are committed
to assessing complaints and responding
to complainants in a timely manner to
ensure that action, when needed can be
taken swiftly.

We will deal with complaints in relation

Misconduct or dissatisfaction with an
Authorised Firm, Authorised Individual,
Ancillary Service Provider, Authorised
Market Institution or Fund;

* A contravention of a Law or Rule
administered by the DFSA; and

business management. This will incorporate improvements in our
capture and use of management information. We will also focus on
our ability to address Firm specific issues by implementing a robust
complaints management system.

Third Strategic Theme: Further develop our
approach to risk-based regulation and embed a
risk-based regulation culture

A ——

The third theme is about further developing our risk-based
approach to regulation, and embedding in the DFSA a sustainable
culture of risk-based regulation. In the current economic
environment, creating the right risk-based regulatory framework
is critical to ensure the DIFC enhances its reputation as a financial
centre, aligned to international standards.

A strategic initiative regarding our risk-based regulatory approach
commenced in the second half of 2008. We believe our work on
capturing, understanding and responding to regulatory risks will

pay dividends to the DFSA and the Firms we supervise. This is
particularly so during this period of financial turmoil. As the nature
of business, and perhaps risk, changes over the next two years, our
work on risk-based regulation will position us to respond in the way
best suited to changing circumstances. We also believe our work

in this area measures up well against other financial supervisors
around the globe.

As the sole financial regulator in the DIFC, the DFSA needs to play
a supportive role to the strategic direction of the DIFC.This plan
therefore focuses on a number of areas of DIFCA emphasis, such as
Islamic finance.

In committing itself to this two year Business Plan, the DFSA makes its
intention clear — to continue to provide a robust but enabling regulatory
environment in the DIFC and contribute to the ongoing success of the
Centre.

* Any conduct that causes or may cause
damage to the reputation of the Dubai
International Financial Centre or the
financial services industry in the DIFC.

Regulatory complaints may be lodged
online using the DFSA Complaints Portal
on its website www.dfsa.ae



Complaints against the DFSA

We are also committed to assessing and
responding to complaints from all parties
when the DFSA or any of its employees
fail to meet the following values:
* High standards of ethical conduct
and integrity from the DFSA and its
people;
* Professionalism, independence,
efficiency, leadership and resolve in the
discharge of our responsibilities; and

* Administrative fairness, consultative
process, accessibility, impartiality and
accountability in the performance of
our functions.

All complaints made to and or against
the DFSA or its employees will be held
securely and confidentially in accordance
with the Data Protection Act and the
Regulatory Law.

Markets in action

One of the responsibilities of the Markets
Division in the DFSA is to monitor
compliance with the Laws and Rules
relating to continuous disclosure from
Debt Issuers. It also supervises two
Authorised Market Institutions, namely
NASDAQ Dubai and the Dubai Mercantile
Exchange (DME).

In 2009, the Markets Division has taken
many proactive steps in market monitoring
and research in order to identify, assess and
address market developments, either within
or outside the DIFC, which may pose a risk
to the equity markets.

Disclosure regime

In light of the current global economic
uncertainty, participants in the Debt Market
have expressed some concerns to the
DFSA, over the soundness of financial
systems and the financial health of individual
institutions, including the issuers of Debt
Securities. To this end, the Markets Division
worked closely with NASDAQ Dubai

to ensure that all material information,
particularly in respect of the terms and
conditions of Debt Securities, were
disclosed to the market in a complete and
timely manner.

The information required to be disclosed
included any potentiality of breaching
covenants, any potential rescheduling of
payments, any likely restructuring or any
other matter which may affect repayment
of Debt Securities by Issuers. In consultation
with the DFSA, NASDAQ Dubai sought
confirmation of compliance with their

ongoing disclosure obligations from all of its
Debt Issuers.

It is worth noting that the DFSA views
timely financial reporting as one of the
pillars of its Reporting Entity disclosure
framework. Annual reports and annual
audited financial statements of Reporting
Entities are required to be provided to the
market within 120 days of their financial
year end.

It is encouraging to note that even during
these difficult times, most Reporting Entities
were able to provide their annual reports
within the required timeframe to the DFSA.
Where necessary, the Markets Division will
continue to work with a few Reporting
Entities to ensure this standard is upheld.

Recognition regime
Article 41(I) of the Regulatory Law 2004

Recognised Bodies

China -
Czech Republic -
Germany

Guernsey -
Ireland -
Japan -
Netherlands -
Singapore -
Switzerland -
UAE -
UK I
uUsS 4

If the complaint is justified the DFSA
will exhaust all reasonable avenues to
resolve the complaint.

Complaints against the DFSA or

its employees may be made online
using the DFSA Complaints Portal
on its website www.dfsa.ae or by
hard copy delivered or mailed to the
General Counsel.

prohibits Financial Services from being
carried out in or from the DIFC. Acquiring
status as a Recognised Member or
Recognised Body from the DFSA exempts a
Firm from this prohibition and enables it to
conduct certain financial services.

The key requirement for Recognition is for
an entity to already be licensed to perform
the financial services it will conduct in the
DIFC from its home jurisdiction. It must be
regulated in that jurisdiction to a standard
satisfactory to the DFSA.

Many entities from various international
jurisdictions have acquired Recognition

- 93% and 70% of the membership base of
the DME and NASDAQ Dubai respectively
are Recognised Members.

The table below gives a summary of the
jurisdictions of Recognised Members.

NASDAQ Dubai
Recognised Members
- |
| -

DME Recognised
Members

|
BN SIS

2
5
I3
- 58

The DFSA in Action IS5l
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Supervision in action

Theme Review |: Suitability and fair
treatment of customers

During the st quarter of 2009, the

DFSA conducted a theme review of the
suitability and fair treatment of customers
by Authorised Firms. A representative
cross-section of Firms were reviewed, 22 in
total. Although the findings were favourable
overall, a recurring theme was lack of
documentation.

The review disclosed that most Authorised
Firms were aware of their obligations

and had adequate systems, processes and
controls. A small number need better
documentation in relation to suitability. This
deficiency was mainly seen where business
was ultimately being booked to another
office (often overseas). There appeared to be
a misunderstanding as to the Firm's ongoing
DFSA obligations. The Firms with identified
weaknesses have been contacted separately
to carry out appropriate remedial action.

There were instances where Firms included
an aspect of providing advice in the
transaction of “execution only”. The DFSA
defines “execution only” as where the Firm
only carries out the Client's instructions to
buy or sell an investment. The instances we
came across were clearly advisory services,
where the Firm had ascertained the Client’s
investment objectives, provided a selection
of suitable investments for the Client, but left
the final decision to the investor This is again
distinct from a discretionary service, where
the Firm will, as with advisory services, have
ascertained the Client's investment objectives

and then makes all investment decisions on
the Client’s behalf.

Firms should be cautious of introducing
ambiguity into the services they offer their
Clients; especially where a Client agreement
makes clear that the service agreed is
either discretionary or advisory investment
management. This is as much about Firms
fulfilling their duty to their Clients as it is
about the legal protection of the Firm itself
and the avoidance of regulatory breach.

Suitability and fair treatment of customers
continues to be accorded a high priority by
the DFSA and consequently will continue
to be vigorously monitored to ensure
systems and controls are effective. The
Supervision Division has provided guidance
to Compliance Officers at an Outreach
Session, which was well attended. A “Dear
SEQ” letter has also been sent to Firms and
posted on our website, detailing the DFSA's
findings.

Theme Review 2:Anti-money laundering
During the st quarter of 2009. the DFSA
also conducted a theme review focused on
customer due diligence aspects of combating
money laundering and terrorist financing.
Specifically, the review focused on testing
policies, procedures, systems and controls
against compliance with:

¢ Initial Customer Due Diligence
(identification and verification)
Requirements;

* Ongoing Customer Due Diligence

Requirements;

* Systems and Safeguards to Prevent
Transactions Against UN Security Council
Sanctions and Resolutions; and

* Enhanced Due Diligence and Approval
Processes for Politically Exoposed
Persons.

We selected 14 Authorised Firms and 7
Ancillary Service Providers to participatein
the review. The findings have been published
in the form of a “Dear SEQ" letter and this is
available on the DFSA website.

Compliance Officers Networking Group
On 18 March 2009, the DFSA and the
Emirates Securities and Commodities
Authority (ESCA) hosted a meeting of the
Compliance Officers Networking Group
(CONG). Over 100 participants attended
this event at the DFSA's offices in the
Centre.

The CONG is a group comprised of
Compliance Officers operating in the DIFC.
The DFSA regularly meets with CONG to
openly discuss current events, trends and
concerns.

During this past meeting, we discussed the
current and upcoming theme reviews for
2009.The scheduled theme reviews will

be targeted mostly at conduct of business
issues, which are of particular concern in
the current economic environment. ESCA
delivered a presentation discussing their
organisation and other issues that have
relevance to DFSA-regulated Firms.

Tomorrow’s Regulatory Leaders

successfully completed the
TRL Programme in 2008 and
is working as a Manager in
the Supervision Division.

Ehsan Parham

is completing the
programme in 2009 and will
be joining as a Manager in
the Supervision Division in
September 2009.

Since welcoming our first intake of Emirati
graduates in 2006, the DFSA has gone on to
welcome 3 more intakes into the Tomorrow's
Regulatory Leaders (TRL) Programme.

In September 2009 a new group of keen, fresh
graduates will be walking through the doors of the
DFSA. Over the next two years on-job-coaching,
classroom training, mentoring and industry work
placements will combine to develop our next
generation of regulatory leaders.

Since the beginning of the programme DFSA
employees have provided over 600 hours of
internal training to our Emirati trainees. Our

TRLers (as they are affectionately known)
have also forged strong relationships with their
expatriate colleagues over the course of 2
years rotating through the DFSA’s regulatory
Divisions.

There is a saying that ‘the only place success
comes before work is in the dictionary’. Our
TRLers have proved this by successfully achieving
the high standards required of this training
programme. Hind Al Ali, Malik Al Madani and Sara
Kalban became DFSA's first set of ‘graduates’ from
the TRL Programme and we look forward to our
2007 cadre becoming Managers in September
this yean.

“The DFSA remains committed to and enthusiastic about the development of young Emirati men and
women. We, as an organisation, devote a massive amount of energy to their development and in turn
benefit enormously from their contribution to all aspects of our organisation, both from the regulatory
work that they are involved in, to the cultural perspective they bring.”

Gary Wallis
Head of Human Resources
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