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Welcome to the fifth edition
and the first The DFSA in
Action, for this year. | am
reminded of the quotation
by John F Kennedy which has
relevance given the current
crisis facing the world:

“When written in Chinese the
word crisis is composed of two
characters. One represents
danger, and the other
represents opportunity’.

Constant vigilance, strengthening relations,
improving processes and increased training best
describes the priorities, for the DFSA, since June
2009.

It is clear that the turmoil of the world's

financial markets has highlighted weaknesses

in several areas of regulation and that the
financial services system needs to be effective
and robust to protect investors and for us, as
regulators, to protect the reputation of the Dubai
International Financial Centre. Keeping abreast

of developments, whether they be product
development, new sales techniques, technological
advancement or the ever evolving world of
financial crime requires vigilance and training. | will
discuss what we have done, in this regard, in more
detail below.

On a more personal level, 2009 has been a very
busy year for me adjusting to a new business
environment and climate! My first year as Chief
Executive has flown by and already | am focusing
my efforts on identifying our key business drivers,
risks and challenges for the years ahead.

Five years of progress

In November 2009, the DFSA celebrated the fifth
anniversary of its formation as an independent
statutory authority. In that time, | believe the
DFSA has established a recognised and credible
track record of regulation and high standards of
transparency. Indeed, we have managed to build
international confidence not only in the regulatory
standards that we administer, but also in our
people.Today, we are regulating more than 320
entities, employing more than | 10 executives who
hail from over 20 countries.

To ensure we carried out the proper conduct
of business oversight and detection of business
trends and risks impacting the Centre, we
implemented a number of key initiatives and
improvements, in 2009. These are designed to
ensure that the DFSA's risk-based regulation
can respond in the best way to our changing
circumstances. | want to summarise some of
the work undertaken, in this publication, to
demonstrate the importance that we place on
responding to risk with proportionate solutions
that avoid placing unnecessary burdens on our
Firms.

Welcome note

Above all, | want to reassure our Firms that our
recent experiences and changing circumstances
have not undermined the need to continue

to develop the core financial markets, so as to
promote sustainable economic growth. As a
regulator in a new and small jurisdiction, we need
to reinforce our commitment to the market that
we are aware of the dangers of overreaction.

There is the old maxim of design in haste and
repent at leisure — | do not like undue delay

but | do want our regulatory response to be
proportionate. Accordingly, the DFSA has taken
measures to act in a pro-commercial manner
and help stimulate our business environment
and | want to give a brief overview of some
initiatives where we have been actively engaged
in. The first example of this is the review of

our Collective Investments Funds regime. | felt

it appropriate to assess whether the regime
required any modifications and improvements
and as such an independent panel of experts was
established in July 2009, tasked to collect industry
input and present their recommendations to
the DFSA. In September 2009, a comprehensive
report detailing ten key issues were identified
as impeding the growth of the funds industry

in the DIFC. In line with our regulatory aim of
transparency, we released the report for public
consultation in October 2009 and provided

an Outreach session inviting Firms to hear the
proposals. The DFSA expects to bring forward
detailed proposals for changes to its Laws and
Rules, early this year

Effective supervision and control of
risk

Our response throughout 2009, has been to be as
pro-active as possible. By that | mean, we stepped
up our on-site visits and tested more transactions
as well as increasing the number of thematic
reviews, including outsourcing procedures by
Firms as well as AML. As well as co-ordinating
thematic review, the new Special Surveillance

Unit is a team dedicated to rapid response.The
team plays a key role in arranging visits to Firms, at
short notice, on specific issues.

[t is our belief that a positive regulatory response
to the crisis is to actually intensify supervision
rather than create more rules and regulations.

In addition, we have set-up a task force with

the Central Bank of the UAE to address issues
of mutual benefit such as product design and
misselling.

Active Regulatory Engagement and
International Co-operation

The need to co-operate, assist and share
information remains essential, especially where
regulators have Authorised Firms in common.
Earlier in the year, | was very pleased to sign an
MoU with the Central Bank of the UAE, thereby
enhancing and defining earlier informal meetings.
This agreement, to improve co-operation and

co-ordination, marked the strengthening of the
quality of regulatory standards, reinforced a
commitment to ensuring financial stability and
provided a regulatory support to promoting
sound economic growth in the DIFC and the
UAE.This became our |0th regional MoU.

Today, we have expanded our international
network of regulatory co-operation by signing
46 bi-lateral MoUs with regulators of strategic
importance to the DIFC including China, Hong
Kong, the United Kingdom, Germany, France, the
United States, Singapore, Malaysia and India.

In addition, we have also extended our
involvement with the international standard
setters. We became a full member of the

Islamic Financial Services Board and joined

the International Forum of Independent Audit
Regulators. Additionally, in November 2009, |
attended my first meeting in my capacity on the
Advisory Board of our Federal counterpart, the
Emirates Securities and Commodities Authority.
Another very significant step for us occurred in
September 2009 when the DFSA was invited by
the Chairman of the Basel Committee on Banking
Supervision, to join the Committee’s International
Liaison Group. Earlier in 2009, my colleague
Michael Zamorski, was invited to sit on the
Accounting and Auditing Board of the Accounting
and Auditing Organisation for Islamic Financial
Institutions.

| 'want to conclude this welcome note by looking
to the future.

Islamic Finance

| see Islamic finance as an area of competitive
advantage for the DIFC, and one of my ambitions
is to make the DIFC the leading international
centre for Islamic finance. | have taken a strong
personal interest in this area, including giving a
major IFSB lecture in Kuala Lumpur in November
2009. We have increased our international
involvement, and have co-operated with the DIFC
Authority on two new publications, on sukuk and
on infrastructure finance. We also consulted on
proposals to restructure the Islamic parts of our
Rulebook so as to make more accessible to Firms.

Islamic funds are a particularly clear area for
development, given the strength of our funds
regime, and in responding to the panel report
mentioned above, | expect us to be able to
remove some of the obstacles to establishing
Islamic funds in the DIFC, including simplifying
some aspects of Shari'a oversight.

Thank you for your continued support of

the DFSA. Should you have any feedback on
regulatory or non-regulatory matters we would
be delighted to hear from you.

Paul M Koster
Chief Executive

Contact details

. aaaa——
Tel: +971 (0)4 362 1500

Level 13, The Gate

Fax: +971 (0)4 362 0801

Email: info@dfsa.ae

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 in
or from 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;

* to prevent, detect and restrain conduct

Tomorrow’s
Regulatory Leaders

New initiatives, new approaches and new people.

In 2009, our new Dean, Emmanuel Givanakis began his work
in earnest on the TRL Curriculum. Part of the Dean’s role is to

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 of Dubai may, from time-to-time,
set under DIFC Law.

The DFSA carries out its obligations by

way of functional teams:

* The Policy and Legal Services Division
develops our Rules and Policies, as
approved by the DFSA Board of
Directors and assists in the drafting of
DIFC Laws.

* Under the Supervision Division sits our
Authorisation team, who authorise and
register Firms, Individuals and Ancillary

Associates.

stakeholders.

Zayed University.

Service Providers to conduct financial
services in or from the DIFC. 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 thematic reviews inspired by
topical events which have both local and
international relevance.

* The Markets Division licenses 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
penalties.

Supervision and Enforcement to provide coaching to our

In May 2009, the TRL team began work on finding secondment
partners to participate in the new 2009 Programme structure
which includes a 4 month secondment to a DIFC-based
Authorised Firm or an Ancillary Service providerWe now have 3
TRL Associates on secondment: one each with Latham & Watkins
LLP; Alpen Capital and Sarasin—Alpen Bank. Each Associate gains
valuable work experience and a new perspective from our

August saw our new 2009 intake join us after several months of
recruitment. Our new recruits have enthusiastically taken up what,
for many of them, is their first job. This year the DFSA recruited
from Middlesex University, the American University in Dubai and

In September 2009, the DFSA Board of Directors began a new

initiative to have direct involvement in the TRL Programme. On
30th September ] Andrew Spindler and the Hon Apurv Bagri
spent time with our Associates discussing the lessons of the
current financial crisis on the risk management of banks globally
and the development of the metals markets, respectively. And later
that day, our newest set of Managers were officially welcomed

into their new roles in the DFSA at our Annual TRL Awards
ceremony. Contributions by our TRL coaches and trainers were

ensure that training materials deliver the learning objectives of the
Programme. For Emmanuel Givanakis this meant reading his way
through all the programme modules, making sure that the material
was current and reflected recent changes in the DFSA’s operations
and DIFC's regulations.

In March 2009, new content to the TRL Programme was finalised
and a new Division, International Relations, joined Policy, Markets,

also recognised at this event, see photo.
2009 was certainly a year of new ideas for the Programme.

“We're constantly striving to make the TRL Programme better.
Each year we launch new initiatives.VWe are very open to doing
things differently so as to continue improving the Programme” said
Emmanuel Givanakis, TRL Dean.

The DFSA in Action Il
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DFSA’s Finance team wins distinguished award

The awards were evaluated on the basis

of the European Foundation for Quality
Management's Excellence Model, one of the
world's most highly regarded frameworks for
assessing excellence levels, and consisted of
four categories: The Distinguished Employee,
The Distinguished Department, The
Distinguished Project and The Distinguished
New Employee.

The Governor's Awards invited submissions
from employees and departments from

all independent entities under the DIFC
umbrella (The DIFC Authority, DFSA,

DIFC Courts and DIFC Investments). The
submissions were rigorously evaluated by

a panel of assessors appointed by DQG as
well as by a panel of external assessors that

From left to right: Amy Fernandes (DFSA); Jan Bladen - Chief Operating
Officer (DFSA); Sameer Sheth (DFSA); Rajesh Kumar (DFSA); Shanev Sinari
(DFSA); and Nazia Afzal (DFSA).

included experts in quality management.

In recognition of their outstanding
commitment to excellence and contribution

In March 2009, the DIFC, in conjunction demonstrate exceptional commitment to

with the Dubai Quality Group (DQG), excellence. In addition, the Awards are part to continuous performance improvement,
launched ‘The Governor's Awards'. It is an of DIFC's efforts to enhance organisational the DFSA's Finance Department were very
initiative that aims to recognise and reward performance and anchoring the culture of proud to win the Distinguished Department
employees, departments and projects that excellence among employees at all levels. of the Year Award.

DFSA activity overview - i
R A0 Investments (Dubai) Limited 10 Nov 2009

326 Allianz Risk Transfer AG 12 Nov 2009
Kuwait Turkish Participation Bank (Dubai) Limited 19 Nov 2009
Euram Bank Asia Limited
IDM (MENA) Limited 03 Jun 2009 — S
ank Limite
Palma Capital Limited 03 Jun 2009 e EEcp
unjab National Ban
Zurich Insurance Company Ltd 04 Jun 2009 ) 07 Dec 2009
D.E. Shaw & Co. MENA, Ltd. 30 Jun 2009
i Veris Delta International Limited 03 Jun 2009
Bloomberg Tradebook Europe Limited 02 Aug 2009
— : ‘ Clyde & Co LLP 02 Aug 2009
Underwriting Risk Services (Middle East) Ltd 10 Aug 2009
- . Stibbe Dubai B.V. I3 Sep 2009
Reliance Capital Asset Management (UK) PLC I'l Aug 2009
Gulfmena Alternative Investments Limited I'l Aug 2009
T E— Yy — 20seonos  Recognisedbody o N
Morgan Stanley Private Wealth Management Limited 31 Aug 2009 NYSE Liffe US LLC 20 Oct 2009
OANDA Middle East Corporation Ltd. 02 Sep 2009
GMG (Duba Limited 295ep200y | [Recognised member status awarded T
TVM Capital (MENA) Limited 30 Sep 2009 Al Awael Securities LLC (NASDAQ Dubai) 27 Aug 2009
H.K. Advisory Services Limited 18 Oct 2009 Goldman Sachs International (NASDAQ Dubai) 8 Sep 2009
MAS ClearSight Limited 27 Oct 2009 Emirates International Sec, LLC (NASDAQ Dubai) 9 Sep 2009
Akbank (Dubai) Limited 08 Nov 2009 Al Futtaim HC Securities Company, LLC (NASDAQ Dubai) 16 Nov 2009



Local and international co-operation

* International Regulators: The DFSA entered into two important
agreements with two international regulators from South Africa
and India. 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.

Securities and Exchange Board of India (SEBI): The DFSA entered
into an MoU with SEBI (28 October 2009).

South African Reserve Bank: The DFSA entered into an MoU with
the Reserve Bank (13 August 2009).

Consultation papers

»  Consultation Paper No. 66 - Enhancing Clarity and Accessibility of
Islamic Finance Rules, issued on 6 October 2009, is closed on 10
December 2009.

»  Consultation Paper No. 65 - DIFC Representative Office Regime,
issued on 6 October 2009, closed on 4 November 2009.

» Consultation Paper No. 64 - Enhancements to the Fees Module,
issued on 6 October 2009, closed on 4 November 2009.

» Consultation Paper No. 63 - Changes to the DIFC Insider Dealing
Regime, issued on 6 October 2009, closed on 4 November 2009.

» Consultation Paper No. 62 - Proposed Changes to the Markets
Law in Relation to Powers of the DFSA to Maintain an Official List
of Securities, closed 2 September 2009.

Rulebook amendments

* 24 December 2009 - Notice of Amendments to the Rulebook
relating to Consultation Paper 65, DIFC Representative Office
Regime Rules Instrument (No.68) 2009.

* 25 November 2009 - Notice of Amendments to the Rulebook
relating to Consultation Paper 64, encompassing changes to FER.

* | August 2009 - Notice of Amendments to the Rulebook relating
to Consultation Papers 60 and 61, encompassing changes to AUT,
COB, GEN and GLO.

Waiver/modification notices
* 95 Waiver/modification notices issued since | June 2009

Dear SEO letters
e SEO Letter on the Outcome of DFSA’s Controls Questionnaire
2009 (20 December 2009).

» SEO Letter on the Outcome of the Theme Review — Outsourcing
of Functions (16 September 2009).

* SEO Letter on the Importance of UN Security Council Sanctions
and Customer Due Diligence (23 June 2009).

» SEO Letter on Enhancements to our Supervisory Programme for
Authorised Firms (1| June 2009).

Media releases
» DFSA Strengthens Ties with Securities and Exchange Board of
India (29 October 2009).

* DFSA Grants Recognition to NYSE Liffe US LLC (28 October
2009)

» DFSA Seeks Public Comment on Review of Funds Regime in the
DIFC (19 October 2009).

* DFSA Consults on Islamic Finance Rules in the DIFC
(12 October 2009).

» DFSA Consults on Representative Office Regime for the DIFC (6
October 2009).

» DFSA Congratulates UAE National Graduates (I October 2009).
* DFSA Forms Panel to Review its Funds Regime (13 July 2009).

Publications
» DFSA publishes Complaints leaflet in English and Arabic (8
November 2009).

Public statements and censure notifications

* Administrative censure imposed against Mr Samir Madison-Jammal
(8 December 2009).

* Damas International Limited (13 October 2009).

» SAAD Financial Advisory Services Limited in the DIFC (29
September 2009).

Events, outreach and other announcements
* Paul M Koster, DFSA Chief Executive, Speech at the 3rd IFSB
Public Lecture, in Kuala Lumpur (23 November 2009).

* Paul M Koster, DFSA Chief Executive, Speech at the DIFC
road show seminar entitled The GCC and the City of London:
Partnerships and Priorities for a Post-Crisis World', in London (14
November 2009).

e Paul M Koster, DFSA Chief Executive, Speech at the DIFC road
show seminar entitled ‘Partnerships and Priorities for a Post-Crisis
World', in London (12 November 2009).

* Paul M Koster, DFSA Chief Executive, Speech at the CCL Seminar
entitled ‘Hedge Funds and the DIFC', in London (I | November
2009).

* Paul M Koster; DFSA Chief Executive, Speech at the Hawkamah
OECD Fourth Annual Conference, in Dubai (9 November 2009).

*  The DFSA hosted and presented a Policy and Legal update in
November.

* Paul M Koster, DFSA Chief Executive, Speech at the DIFC road
show seminar entitled The India-UAE Partnership: Investments,
Opportunities and Synergies’, in Mumbai (29 October 2009).

* The DFSA hosted a Compliance Officer Networking Group
(CONG) meeting in October.

» DFSA’s Paul Koster was appointed to the Advisory Board of two
key international accounting bodies, the International Auditing and
Assurance Standards Board (IAASB) and the International Ethics
Standards Board of Accountants (IESBA) (5 July 2009).

* Paul M Koster, DFSA Chief Executive, Speech at the IFSB Summit
on Emerging Financial Stability Framework, in London (1 July
2009).

* Paul M Koster, DFSA Chief Executive, Speech at the DIFC
Knowledge Series 5, in Dubai (24 June 2009).

* Paul M Koster, DFSA Chief Executive, Speech at the Compliance
Networking Group Seminar, in Dubai (23 June 2009).

* Paul M Koster, DFSA Chief Executive, Speech at the British
Business Group breakfast meeting, in Dubai (17 June 2009).

* Paul M Koster, DFSA Chief Executive, Speech at the Mudara
Institute of Directors (IOD) breakfast meeting, in Dubai (16 June
2009).

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

The DFSA in Action Bl
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DFSA to host 2010 IAIS annual conference in Dubai

1AIS 2010

17TH ANNUAL CONFERENCE
DUBAI - UAE
27-29 OCTOBER 2010

The DFSA is proud to host the |7th Annual
Conference of the International Association
of Insurance Supervisors (IAIS) in Dubai, in

October 2010.

In October 2006, the DFSA won the bid
to host the 2010 IAIS Triannual and | 7th
Annual Conference in Dubai. The IAIS
Annual Conference is the most prestigious
event in the |AIS calendar and provides the
regular forum for IAIS Members, observers
as well as insurance professionals from all
over the world an opportunity to meet
and exchange views and experiences on
topical issues affecting the safe and effective
operation of the insurance sectorn

Established in 1994, the IAIS represents
insurance regulators and supervisors

of some 190 jurisdictions in nearly 140
countries, constituting 97% of the world's
insurance premiums. It also has more than
120 observers. Its objectives are to:

» Co-operate to contribute to improved

supervision of the insurance industry on
a domestic as well as on an international
level in order to maintain efficient, fair;
safe and stable insurance markets for the
benefit and protection of policyholders;

* Promote the development of well-
regulated insurance markets; and

» Contribute to global financial stability.

The DFSA has been an active member of
the IAIS since 2004 and participates actively
in a number of committees. In February
2007, the DFSA successfully hosted the IAIS
quarterly meetings in Dubai.

The annual event is held over a six day
period from 24th to 29th October 2010,
this includes:

* Working Party and Triannual Meetings
(24th to 26th October)

* The Annual Conference (27th and 28th
October)

* The Annual General Meeting (29th
October)

The conference holds significant
opportunities to showcase the city of
Dubai as the leading regional financial hub
with access to a market of outstanding
potential for regional and overseas

companies. The event is expected to
attract some 600 of the world's leading
supervisors and market practitioners to
Dubai.

The theme of the conference will be “The
Gateway to Trust in the Insurance Industry”
and potential participants are encouraged
to visit the IAIS 2010 website - www.
iais20 10.org which contains information
about the event, and packages available to
companies interested in sponsoring the
event.

As the event draws closer; the website will
open for registrations and provide a secure
log-in area for members to view details of
their registration, other participants and the
programme of events and speakers. The
website also allows potential participants
to pre-register for the event and receive
electronic updates on key information.

The DFSA looks forward to welcoming
IAIS and industry colleagues to Dubai.

For further information regarding
sponsorship opportunities and delegate
participation, please contact the IAIS Event
Management Team on Tel: 04 362 1595 or
Email: info@iais2010.org.

Supervision

INn action

Structural Changes

During 2009, the Authorisation and
Supervision teams were merged under the
Supervision Division. A Special Surveillance
Unit was also established to co-ordinate and
lead the Supervision Division's resources in
relation to thematic reviews, the supervision
of Ancillary Service Providers (ASPs) and
Registered Auditors. and the intensive
supervision of Firms on specific issues.

Thematic Reviews

Our thematic reviews have continued with
a comprehensive review of Outsourcing
of Compliance Officers. Thematic reviews
continue to be an effective method of
on-site visits to Firms, allowing the findings

to be shared comprehensively with all
Authorised Firms (Firms), and where
appropriate ASPs. In addition, our system of
publishing our Dear SEO Letters on the
website accords well with our approach to
transparency.

A second thematic review has been
completed in quarter 4 of 2009 which
revisits the subject of Anti-Money
Laundering and Counter Terrorist Financing.

Theme Review: Outsourcing of
Compliance Officers

During the second quarter of 2009, the
DFSA conducted a thematic review of the
outsourcing of compliance officers by Firms.

A representative crosssection of Firms were
reviewed, numbering |5 in total.

There has been a marked increase during
the past two years of Firms choosing to
outsource their compliance and Anti-Money
Laundering reporting functions. The review
concluded that Firms needed to improve
their compliance with DFSA's requirements
relating to outsourcing. Specifically, the
review disclosed that Firms had a number of
improvement opportunities. For example:

* Undertaking due diligence;

» Supervision of the service provider;

» Outsourcing agreements/engagement
letters should consider best practice such



as the guiding principles for outsourcing
issued by the Joint Forum; and

» Compliance Officers acting for more
than one Firm leading to resource
stretch.

Ultimately, the Compliance function must
be adequately monitored and controlled
by the Firm's Governing Body and Senior
Management.

Firms were reminded of their obligations
via a Dear SEO Letter published 16
September. In particular, it reminded Firms
that the outsourcing of functions does not
absolve managerial or Board responsibility
and accountability for ensuring proper
administration and execution of these
functions. One can delegate a function but
never a responsibility.

Annual Controls Questionnaire

As part of the DFSA’s response to the
global financial crisis, and to reflect the
profile of the Firms we supervise, the
DFSA has introduced an annual controls
questionnaire, to be completed by all
Category 4 Firms. The questionnaire

asks for a self-evaluation in aspects of
management and control within a Firm

that the DFSA views as critical. As such,

the questionnaire assists a Firm to identify
action that it may need to take to meet
regulatory requirements. The questionnaire
also enhances the DFSA’s efficiency in
allocating supervisory resources. The first
questionnaire was issued in June 2009, and
Firms have been selected for visits based on
the responses received. The DFSA has also
introduced an annual controls questionnaire
for Category 3 Firms.

Registered Auditors

Registered Auditors During the fourth
quarter of 2009, Supervision, with the
assistance of the Institute of Chartered
Accountants in England and Wales,
conducted on-site reviews of Registered
Auditor Firms as part of its oversight
programme for Registered Auditors.

Licensing

We implemented a new suite of application
forms in 2009.The forms aim to be

focused on risk and aligned to the DFSA’s
risk tolerance. We also introduced a notes
booklet for applicants which provides helpful
information for applicants. The forms have
been well received by applicants and their
advisers.We have implemented the new risk
assessment matrix in assessing applications.
In response to market developments

we have heightened our due diligence in

relation to business viability, financial
projections, and competence and capability
of the senior management. This enhanced
due diligence may mean we have taken
longer to process applications in 2009.
However, our paramount aim is to make
the right regulatory decision.The nature of
applications received has evolved with more
applicants originating from GCC countries
and of a 'start-up’ nature.

Change in Control

The DFSA has seen an increasing volume in
applications for change in control. Where a
significant or majority change in Controller
is contemplated, the DFSA conducts a level
of regulatory due diligence (regarding
background checks and financial capacity)
as applied at the Authorisation stage.

The proposed Controller will have to
demonstrate to the DFSA that it is fit and
proper to hold the financial services licence.
These same high standards apply whether
the proposed new controller is an individual
or a corporate entity. Some of the key
considerations would be:

* Material changes to the Firm’s regulatory
business plan: strategic vision and
rationale;

* Financial resources: capital adequacy
(independently assessed) and source of
funds;

* Risk Management and compliance;

» Controllers and close links;

» Corporate Governance, composition of
Board and Authorised Individuals;

* Anti-Money Laundering and Counter
Terrorist Financing policies; and

* Transitional arrangements, for example,
a change of name and impact on any
Service Level Agreements.

AML/CTF in the Spotlight

On 23 June 2009, the DFSA held a joint
press conference with the United Arab
Emirates Central Bank (UAE CB) and the
Emirates Securities and Commodities
Authority (SCA). Representing the DFSA
were our Chief Executive, Paul Koster

and Bryan Stirewalt, a Director in the
Supervision Division who co-ordinates
the Anti-Money Laundering activity for
the DFSA. Executive Director Banking
Supervision and Examination Department,
Saeed Abdulla Al-Hamiz represented the
UAE CB and Dr Ryan Lemand, Advisor

to the SCA CEO and Head of Risk
Management, represented the SCA. more
than 20 members of the media covered the
event, indicating the widespread interest
in this area. The press conference, with

a lengthy question and answer session,

covered a wide range of topics from UN
Sanctions to suspicious activity reports to
overall trends in the DIFC and in the greater
UAE. Moreover, this event highlighted the
close co-operation and co-ordination
between key regulatory bodies in the

UAE. Local, regional and international
cooperation and communication is critical to
the fight against economic crime.

In the same topic area, during the first

week of September 2009, the DFSA’s

Mr. Stirewalt participated in the 27th
Cambridge (UK) International Symposium

o LE- = N
UAE CB, SCA and the DFSA

on Economic Crime. This Symposium
annually attracts nearly 1000 speakers

and participants who represent a wide
range of economic crime expertise in
academic, practitioner and enforcement
fields from across the globe. The variety

of topics covered at the Symposium can

be seen on the following web site: www.
crimesymposium.org. Bryan delivered

a presentation on “Politically Exposed
Persons” or PEP’s. As shown by the UAE
CB's recent “Notice to All Banks in the UAE
Regarding Politically Exposed Persons”,
dated 2 August 2009, this is a heightened
area of interest for regulators in the region.
This topic is of particular interest for
jurisdictions like the DIFC that focus on

high net worth clients. Firms in the DIFC
should be mindful of the unique risks that
PEP’s and their associates represent, and the
due diligence requirements associated with
account opening and monitoring of PEP's
that is required by DFSA Rules. The topic of
PEP’s is likely to receive increased attention
in the coming months through inspections
and thematic reviews.

The DFSA will continue to highlight the risks
of AML/CTF to regulated entities through
various forms of communications and in
meetings with Compliance Officers. Our
inspectors will continue to focus on this
area through on-site inspections, analysis
and various thematic reviews. Please do

not hesitate to contact your Relationship
Manager if you have any questions on this
topic.

The DFSA in Action ISl
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Enforcement in action

As part of the DFSA’s Outreach programme, Enforcement delivered
a paper and presentation to the Banking Outlook (Middle East)
conference under the theme -The Need for Regulatory and
Supervisory Reform.The theme specifically focused on the changing
global regulatory landscape that has emerged as a consequence

of the financial crisis. The paper and presentation addressed the

key reform proposals to macro and micro prudential regulatory
frameworks and identified the relevant standard-setting bodies that
will be leading the reform agenda.

In October 2009, Enforcement shared its experiences with national
financial services regulators, who are members of the International
Organisations of Securities Commissions (IOSCO), at a training
programme in Madrid. The programme was designed to share
information with member states of emerging jurisdictions on how
best to regulate, investigate and successfully litigate conduct involving
insider trading and market manipulation.

Referrals

The Enforcement Division receives formal and informal referrals from
other DFSA Divisions and particularly from the DFSA’s two frontline
supervision Divisions, namely - Supervision and Markets.

When Enforcement receives a formal referral, the Enforcement team
assesses whether or not an investigation should be commenced.

In circumstances where Enforcement receives an informal referral,
it works constructively with the frontline Division to resolve the
issue. If during this process, possible contraventions of DFSA Laws
and Rules are identified then the matter will be formally referred to
Enforcement.

In the past six months, Enforcement has received 4 formal
referrals and | | informal referrals. Formal investigations have been
commenced in respect of 5 of those referrals.

Mutual Assistance and Working Relationships
Enforcement continueds to liaise with both regional and international
regulatory agencies by way of Requests for Assistance (Requests). The
Requests are usually made in accordance with either:

* The IOSCO multi-lateral MoU to which both the DFSA and other
regulatory agencies are signatories; or

* A bi-lateral MoU directly between the DFSA and the other
regulatory agency.

Enforcement received |3 Requests from, and made |6 Requests
to, its fellow regulatory agencies. International agencies which
Enforcement has dealt with include the Australian Securities and
Investments Commission, the UK's Financial Services Authority and
the Securities and Exchange Commission of the US. Enforcement
has also worked closely with our UAE co-regulators, the Central
Bank and the Emirates Securities and Commodities Authority, on
enforcement issues of mutual concern.

Investigations
The DFSA commenced 4 investigations since June 2009.The
investigations covered a range of alleged misconduct including:

* Providing unlicensed financial services in the DIFG;
* Insider dealing;

* Fraud and market manipulation;
* Breaches of licence conditions; and
* Providing false and misleading information to the DFSA.

TRLers in Enforcement

Since the launch of the TRL programme in 2006, Enforcement has
had I8 TRL Associates trained as part of the team. During their
rotation in Enforcement, the |8 TRL Associates are involved in all
Enforcement activity including reviewing and assessing allegations and
complaints, drafting investigation proposals, gathering information and
evidence, interviewing witnesses and drafting affidavits.

Upon graduation of the second TRL intake in October 2009, Miss
Shaima Badri joined Enforcement permanently as a Manager. Shaima
chose to be part of the Enforcement team because she believes

it is “a unique field in the financial industry, a field that is essential

in today’s environment to sustain continuous growth by ensuring
transparency and credibility in the system”.

Complaints

The DFSA encourages members of the public to complain to the
DFSA if they are aggrieved by the services and products they receive
from licensed Firms, Individuals or Ancillary Service Providers.

Complaints lodged with the DFSA must be in writing. Complaints

can be submitted by completing the online Complaints form available
from the DFSA Complaints Portal on the DFSA website www.dfsa.ae.
Complainants who do not have access to a computer can send their
complaint to the DFSA at PO Box 75850, Dubai, UAE.

The DFSA deals with and is, therefore, interested in receiving
complaints about:

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

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

* Any conduct that causes or may cause damage to the reputation
of the DIFC services industry in the DIFC.

Examples of the types of complaints the DFSA deals with include:

» Offers of unlicensed financial services in the DIFC;

* The making of false or misleading statements or representations to
Clients when providing financial services;

» Offers of securities that are not in compliance with DIFC Laws
and Rules;

* Breaches of the Anti-Money Laundering and Counter Terrorist
Financing obligations;

 Selling of financial products that are unsuitable; and

* Breakdowns in the systems and controls of Authorised Firms,
Ancillary Service Providers, Authorised Market Institutions or
Funds.

The DFSA responds to all complaints within 24 hours of receipt and
assesses all complaints received. The DFSA strives to deal with all
complaints expeditiously and aims to deal with all complaints within
twenty eight (28) calendar days.

In the past six months the DFSA has received a total of 32 complaints
and finalised 39.
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