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WELCOME NOTE

IAN JOHNSTON

Welcome to the thirteenth edition of the
DFSA in Action. Through this publication
| aim to highlight key regulatory
developments and other DFSA activities.

In 2016, the DFSA has seen a similar rate
of growth in new Authorised Firms as it did
in 2015, and continues to see a deepening
and broadening of regulated activities in the
DIFC. The DFSA today regulates over 400
Firms in total.

Internally, the DFSA has also seen growth in its
human resources, not only in number but also
in areas of expertise. Today we have a total of
139 employees, roughly a quarter of whom are
UAE Nationals.

OUR EMIRATISATION -
TOMORROW'S REGULATORY
LEADERS PROGRAMME (TRL) AND
STAFF DEVELOPMENT

33 UAE Nationals have completed the
programme since its inception in 2006. Today
our Emirati colleagues comprise 30% of our
regulatory staff. Furthermore, | am happy to
note that earlier this month we welcomed a new
intake of high quality graduates coming from
top government universities across the UAE
into the TRL Programme.

In other areas of development the DFSA
offered to staff the opportunity to study for

the Chartered Management Institute Diploma

in Management and Leadership during the

first quarter of this year. This initiative aims to
supplement our TRL Programme in building our
regulatory leaders of the future.

DFSA STRATEGIC PRIORITIES

Delivery, Sustainability, Engagement are how
we describe the DFSA strategic priorities.
Under Delivery, we have worked to become
more agile through early warning systems and
innovation. We invested heavily in improving
our Information Technology systems,

in particular to improve our Business

Intelligence systems, which enable us to
analyse a wide range of data and identify
trends and outliers. This has already begun to
make the process of supervision more efficient,
while also enabling us to identify risks that we
might otherwise not have seen.

As part of Sustainability, we have enhanced
many of our internal processes so that they
are more robust and scalable and also reduce
our dependency on key individuals.

Our Engagement programme has continued,
with the planned greater emphasis on
deepening our engagement with regulatory
colleagues in the UAE and the broader region.
An example of this is our participation in the
Union of Arab Securities Authorities, a key
regional body.

Outside of our regulatory MoU, we also

signed a MoU with the Telecommunications
Regulatory Authority (TRA), to set the means of
co-operation between the DFSA and the TRA in
the field of cyber-security.

DIFC STRATEGY

In line with its 2024 strategy, the DIFC
Authority recently reported growth in the
number of new companies joining and in the
size of the workforce employed within the
Centre. Currently 1,539 registered companies
operate from the Centre, with a combined
workforce of 21,076.

Furthermore, HSBC Bank Middle East Limited
(‘HBME’) recently moved its operations to the
Centre, adding significantly to the balance sheet
of the DIFC. This is a testament to the standing
of the DIFC as a financial Centre and to the
quality of regulation provided by the DFSA.

[SLAMIC ECONOMY INITIATIVE

In 2013 His Highness Sheikh Mohammed bin
Rashid Al Maktoum, Ruler of Dubai, launched
the Dubai Islamic Economy initiative. The aim
of the initiative was to enhance the position of
Dubai as the Capital of the Islamic economy.

To that end the DFSA has provided an effective
regulatory framework for all types of Islamic
finance activity, including for the listing of Sukuk
on NASDAQ Dubai.

A number of high profile corporate Sukuk
issuances continue to be made in the DIFC.
The total value of Sukuk listed on the Official
List of the DFSA has reached over USD 51
billion making the DIFC the world’s leading
centre for Sukuk listings. Issuers include major
Dubai companies such as DP World Limited
and regional financial institutions such as
Kuwait’s Boubyan Bank and Arab Petroleum
Investments Corporation. In addition, sovereign

Sukuk issuances continue to rise, including
the Government of Sharjah and the Republic
of Indonesia. Supra-national organisations,
such as the Islamic Development Bank and the
Islamic Corporation for the Development of the
Private Sector, have also listed Sukuk.

THEMATIC REVIEWS

The DFSA has recently completed two thematic
reviews:

Trade Finance - among the significant

findings of this review were that many firms

pay much closer attention to credit risks than
money laundering risks in this area and that
compliance officers need specialised training

to understand the complexities of trade finance
transactions and documentation.

Trading Room Controls - the review
highlighted a general underappreciation of the
full spectrum of risks associated with principal
dealing activity and periodic reporting and
escalation chains (e.g. limit and risk breaches,
error activity) that did not include the senior
management of the DIFC entity.

The DFSA has also commenced a thematic
review on Client Classifications/Suitability,
and plans to commence a thematic review on
Financial Crime later on this year. More details
on thematic reviews can be found in the
Supervision section.

FINTECH

Last year we said that we were looking at

the evolving world of financial technology, or
fintech, and how this could be accommodated
within the DFSA’s regulatory regime and
facilitated within the DIFC. We have been
encouraged by the number of firms wanting
to discuss opportunities in the fintech area
with the DFSA. Some of these firms are
considering activities that would — in the normal
course of events — be regulated, while some are
considering, or already carrying out, activities
that do not need to be regulated by the DFSA.

The DFSA is very much ‘open for business’ when
it comes to fintech and that we will deal with
each firm, proposition, or idea, and its unique
circumstances, on a case-by-case basis.

| would like to thank you for your on-going
support of the DFSA and its activities and
hope that you find this edition of DFSA in Action
a useful read. We have come a long way in the
last few years, and - in my humble opinion - we
have made good progress towards achieving
the DFSA’s vision, in particular enabling the
development of financial services in the region
through strong and fair regulation. Our aim is to
continue to do so.
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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 also exercises delegated enforcement powers under the DIFC Companies Law. These include
powers 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 of Companies (RoC).
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is responsible for the DFSA’s
policy framework, including its
maintenance and development,
as well as providing advice on
the intent of the DFSA’s policy

framework to Divisions of the DFSA.

The Division oversees the DFSA’s
approach to strategic planning,
including its annual business
planning cycle and its input to the
strategic planning of the DIFC as
a whole, in addition to the DFSA’s
approach to risk management,
including setting a Risk Tolerance
for the organisation and reviewing

the mitigation of non-firm specific
risks across the DFSA.

The Policy and Strategy Division

is also responsible for producing
economic and other environmental
analysis of developments in the
regulatory community at global and
regional levels.



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.

In the DFSA’s broader role of
combating financial crime across
the entire DIFC, the Division
registers, and for AML purposes,
monitors the activity of many
other types of entities such as
law and accounting firms, single
family offices, high value goods
dealers and real estate agents.
These entities are captured
under Designated Non-Financial
Businesses and Professionals
(DNFBPs).

THE MARKETS DIVISION

is responsible for the licensing
and on-going supervision of the
Dubai Mercantile Exchange
(DME) 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. The
Division maintains the DIFC’s
Official List of Securities.

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 DIFC.

THE HUMAN
RESOURCES DIVISION

includes the functions of talent
acquisition, development and
reward management. Human
resources include all aspects
of employee resources at

the DFSA, particularly for
on-going performance, skills
development of employees

and their retention. A principal
development activity is the
recruitment and training of UAE
Nationals for regulatory careers
through the Tomorrow’s
Regulatory Leaders
Programme (TRL).

THE OPERATIONS
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 LEGAL DIVISION
- GENERAL COUNSEL/
BOARD SECRETARIAT

is responsible for drafting and
maintaining the DIFC Laws and
Rules administered by the DFSA
and for consulting with the

Dubai Government and the DIFC
Authority (DIFCA) on DIFC, Dubai
and federal legislation. The Division
also advises on contractual
issues and provides litigation
management and advice for the
DFSA on matters before the DIFC
Courts or the Financial Markets
Tribunal (FMT).

The General Counsel is responsible
for advising the DFSA Board of
Directors and its committees on
legal and governance issues, as
well as carrying out the Board
Secretariat role, which manages
and co-ordinates all corporate
secretarial functions for the Board
and each of its committees.

The General Counsel is also
responsible for managing and
supervising the Legal Division
which provides advice and legal
opinions on matters affecting the
DFSA. This includes advising on
the Laws and Rules administered
by the DFSA, as well as on the
application of other legislation and
associated jurisdiction issues. The
General Counsel also oversees
the DFSA’s ethics and Tomorrow’s
Regulatory Leaders (TRL)
Programmes.
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I SUPERVISION IN ACTION

AUTHORISATION
ACTIVITY AND TRENDS

The DFSA’s regulated population
grew at a solid rate in 2015, and
2016 shows similar patterns of
growth in the year to date. The
DFSA authorised 48 firms through
to the end of August 2016, versus
49 in the corresponding period in
2015. In addition, we have accepted
60 applications to date in 2016,
compared with 63 through the same
period one year ago. While the
majority of these Firms are wealth
managers, wealth advisors and
representative offices, we continue
to see strong interest from insurance
companies and banks. The overall
mix of geographies remains broad.
The DFSA now regulates a total

of 426 Authorised Firms (AFs). In
addition, we have certain regulatory
oversight for 16 Registered
Auditors (RAs) and 111 Designated
Non-Financial Businesses and
Professionals (DNFBPs).

We have continued to see a
deepening and broadening of activity
in the funds and asset management
space in 2016, both in terms of
licensing activity and variations

of licence. Of particular note has
been the positive and continued
growth and interest in establishing
funds in the DIFC following the
implementation of the Qualified
Investor Fund (QIF) regime. Activity
has been noticeable across Public
Funds, Exempt Funds and QIFs, with
more emphasis on the latter as a
vehicle of choice and being used more
in the alternative investment space.

We have seen interest from

several entities wishing to set up
crowdfunding or peer-to-peer lending
platforms in the DIFC. This is an
interesting topic globally as every
regulator must be alert to innovations
in financial technology. The DFSA
continues to look at these issues
closely. We are considering an
appropriate regulatory framework for

peer-to-peer platforms. We are also
in discussions with other UAE federal
regulators to better understand their
approach and concerns on this topic.

EMERGING
SUPERVISION ISSUES

During our Supervision Outreach in
May 2016, we highlighted several
emerging trends. We will continue
to focus on the following in our
risk-based, supervisory approach:

e improving corporate governance
practices, quality of senior
management, and watching
closely of any remuneration-based
incentives that might cause bad
behaviours including unfair or
misleading treatment of clients;

e remediating deficiencies in risk
acceptance and compliance
functions, particularly in light
of identified weaknesses in
documentation of source of wealth
and unexplained complex legal
structures;

° monitoring trends in credit and
liquidity risks against the backdrop
of macroeconomic conditions and
political developments around the
globe in the region;

e assessing the governance and
the suitability of products and
services to all types of clients,
and the arrangements for properly
safeguarding client assets;

e |ooking closely at Firms’ reliance
on group structures, specifically
including the adequacy of the
outsourced functions; and,

e ensuring that all types of Firms are
conducting their business within
the bounds of applicable UAE and
DIFC Laws and within the scope of
the DFSA licence.

In line with global regulatory efforts
relative to on-line trading platforms,

we are continuously reviewing our
regulatory policy and supervisory
approach to address risks related

to the offering of foreign exchange,
contracts for difference, and binary
options, particularly with respect

to retail clients. The sale of highly
speculative products to retail clients,
which might be sold under aggressive
sale approaches, deserves regulatory
attention. Our current work is building
on the retail foreign exchange
framework.

THEMATIC REVIEWS

Trade Finance

The DFSA recently completed a
review of trade finance activities

in the DIFC. The findings were
discussed in the Supervision
Outreach session in May. The review
assessed the quality of systems

and controls in the critical business
model, particularly in mitigating
Trade Based Money Laundering
(TBML) risks. Amongst the most
significant findings of this review,
we found that many Firms pay much
closer attention to credit risks than
money laundering risks in this area
and that compliance officers need
specialised training to understand
the complexities of trade finance
transactions and documentation.
The DFSA aims to publish a final report
in that regard during October 2016.

Trading Controls

The DFSA recently completed a
review of trading activities in the DIFC
and presented the findings at the
Supervision Outreach session in May.
The review focused on the specific
Firms that deal in investments as
principal and focused on systems and
controls around limits, market risk,
error accounts, cancels and amends,
and transaction surveillance. The
review highlighted that generally, Firms
do not appreciate the full spectrum of
risks associated with principal dealing
activity and periodic reporting and
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escalation chains (e.g. limit and risk
breaches, error activity, etc.) do not
include the senior management of the
DIFC entity. The DFSA aims to publish
a report in that regard during the last
quarter of 2016.

Client Classifications/Suitability

The DFSA recently commenced

a thematic review with client
classification and suitability as the
primary focus. We intend to conduct
an off-site review of the responses
following which, on-site visits will
commence. We are specifically
focusing on how Firms classify clients
and what types of products are
suitable for each individual client once
they are on-boarded. We expect the
thematic review to conclude in early 2017.

Financial Crime

The DFSA will commence a financial
crime thematic review during the
fourth quarter of this year, with

a specific focus on three areas:
business risk assessment;

on-going client due diligence; and,
suspicious activity reporting. The
review will involve two phases. First,
a desk-based review will involve
analysis of the most recent Annual
Anti-Money Laundering (AML) Reports
and their attachments submitted by
Firms. Upon completion of the
desk-based review, on-site visits will
be conducted on a sample of Firms to
test the adequacy of Firms’ systems,
controls, policies and procedures.

CHANGES TO THE
FUNDS REGIME

The Collective Investment Rules
(CIR) of the DFSA Rulebook was
amended on 1 February 2016,
to address property funds and
Money Market Funds (MMFs).
Regarding property funds, these
revisions reduced inconsistencies
in our existing funds regime
and, where possible, aligned our
regime further with international
standards and practices while
still catering to factors specific
to the UAE property market. The

key elements of the revisions
addressed requirements covering
self-custody, borrowing, valuations,
affected person transactions, and
property-related assets. We also
introduced an explicit framework

for the regulation of MMFs, also
following international standards and
practices. The new Rules introduced
a definition of MMF and allow only
variable net asset value MMFs to

be established in the DIFC while
setting out specific requirements

for liquidity, credit quality and other
features of allowable investments
for MMFs. Importantly, we have also
changed the reporting format of the
CIR Form and moved the notification
requirement for the marketing

and selling of funds from financial
year-end to end of the calendar-year
for all Firms.

AUDIT RECOGNITION
AND AUDIT
MONITORING REPORT
FINDINGS

Following a lengthy and rigorous
assessment of the supervisory
regime for auditors in the DIFC,

the European Commission (the
Commission) announced its
recognition of the adequacy of

the DFSA’s oversight of RAs. The
Commission had already recognised
the DFSA’s audit regulation as
having “equivalent status”, which
allows DFSA RAs to conduct their
audit activity in the European Union
Member States, without going
through a full registration process.
With this announcement, the
Commission has concluded that the
DFSA has competence in oversight,
external quality assurance and
investigation of auditors and RAs.

In August 2016, the DFSA issued

its fourth Public Report on its Audit
Monitoring Programme summarising
the results of the DFSA’s oversight
visits to RAs of Public Listed
Companies, Domestic AFs, Authorised
Market Institutions (AMls) and
Domestic Funds conducted over a
twelve month period. The DFSA

has made a number of changes in

the design of this Report, including
quantitative results of file reviews, in
addition to providing more information
on Audit Principals, their involvement
in an audit and their relevant training.
This is the first year we have released
individual file grades to the RAs. All
audit files we reviewed were either
satisfactory or generally acceptable
which is considered a good result.

FORMS ON-LINE,
SUPERVISION
PORTAL FOR ALL
FIRMS, ELECTRONIC
PRUDENTIAL
REPORTING SYSTEM
(EPRS) CHANGES

The DFSA is working on several
efficiency initiatives that should

also enhance our interactions with
regulated entities. First, we will
soon begin to use the Supervised
Firm Contact Form as a portal for all
Firms, even those with an identified
relationship manager. At present,
this web-based portal is used only
by entities managed by the Thematic
Supervision Team. We have had
success with this interface over
time, which also allows us to have
better management information and
improved response times.

Second, we intend to roll-out

on-line applications introduced

by Consultation Paper No.105.
Accordingly, we expect to implement
several on-line processes to replace
the existing paper-based submissions
with the enhanced on-line versions.
This is the first phase of a project that
will ultimately see the majority of the
DFSA paper-based forms replaced by
electronic alternatives.

Finally, we plan to upgrade the
Electronic Prudential Returns System
to improve both the functionality and
user-friendliness for the end-users.
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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
2016, there were 14 new Sukuk
listings valued at approximately
USD 10 billion. The total value of
Sukuk listed on NASDAQ Dubai is
approximately USD 53 billion making
the DIFC 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,

NUMBER OF LISTINGS

has continued to attract a number
of high profile corporate Sukuk
issuances which includes the USD
1.2 billion issuance by DP World
Limited and the USD 250 million
issuance by Kuwait’s Boubyan Bank.
The number of sovereign Sukuk
issuances continued to rise with the
Government of Sharjah listing its
second Sukuk valued at USD 500
million and the Republic of Indonesia
listing its Sukuk issuance valued

at USD 2.5 billion. Furthermore,
supra-nationals such as the Islamic
Development Bank and the Islamic
Corporation for the Development of
the Private Sector have listed Sukuk
this year valued at USD 1.5 billion

and USD 300 million, respectively.

In addition, the Arab Petroleum
Investments Corporation listed its first
Sukuk valued at USD 500 million.

CONVENTIONAL DEBT
LISTINGS - GROWING
INTERNATIONAL INTEREST

Interest also continues for the listing
of conventional debt, with growing
interest from China. There have been
five conventional debt issuances
including the USD 400 million issues
by the Industrial and Commercial
Bank of China and a USD 300 million
issue by Majid Al Futtaim.

TOTAL ISSUANCE SIZE
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EQUITY LISTINGS
AND ADVISORY

The Markets Division has provided
regulatory advice in respect of a
number of equity listing transactions
and sponsor form applications. As a
consequence of challenging market
conditions, many of these transactions
have been put on hold. We are also
exploring interest from issuers wishing
to undertake a secondary listing

on NASDAQ Dubai. The DFSA now

regulates 33 Reporting Entities with
a combined market capitalisation of
USD 98 billion.

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 2016, NASDAQ

2011

A Bonds

2014

M Equity W Sukuk

Dubai’s trading volume decreased
by 60% to reach 55,002,223
shares, while the trading volume of
Dubai Mercantile Exchange (DME)
increased by 16%. NASDAQ Dubai
has relaunched its derivatives
market in September 2016 with
strong participation from DFSA
and Emirates Securities and
Commodities Authority (ESCA)
regulated financial institutions.
During the first half of 2016, the
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DFSA has also approved the
launch of two new DME Futures
contracts and the establishment of
an alternative oil delivery location
(off-shore) through a floating
storage facility, for the physical
settlement of the DME Oman Oil
Futures contract.

RECOGNITION

During the first half of 2016, the
Markets Division has noted a
reduction in the level of interest
from entities seeking to become
Recognised Persons in the DIFC.
During the first half of 2016,
Markets approved Recognition
applications from two firms that
became new members of NASDAQ
Dubai and DME. The Markets team
is also reviewing four Recognition
applications in relationship to
NASDAQ Dubai launching its
derivatives Market. In total, as of
30 September 2016 the DFSA has
64 Recognised Members. With
respect to Recognised Bodies (i.e.,
exchanges and clearing houses),
no new Recognition approvals were
granted during the first six months
of 2016 and the DFSA continues to
have 10 Recognised Bodies on its
Public Register.

OUTREACH AND
MARKETS BRIEFINGS

The Markets Division continues to
engage with local and international
counterparts through its outreach
workshops and engagement
program. In addition, the Markets
Division issues Markets Briefs

to educate investors and market
practitioners; to date this year an
Introductory Markets Brief was
published to provide detailed
guidance about the DFSA’s
approach to regulation on various
areas. The Markets Division is
actively outreaching to various UAE
corporate governance bodies and
industry bodies. To that effect, the
DFSA Markets Division organised
an outreach event with Hawkamah,
DIFC’s Corporate Governance
Institute, and the Middle East
Investor Relations Society (MEIRS)
in April this year. The event focused
on the DFSA’s corporate governance
regime for listed companies and
was supported by speakers from
Hawkamah on corporate governance
best practice and by MEIRS on
effective investor relations.

In collaboration with the ESCA,

the Markets Division also hosted a
roundtable on Derivatives. The key
driver for this initiative was to bring

key market players to the table
and discuss the most salient
points affecting the industry, this
included broker access, regulation
and capital requirements including
a necessity for central clearing.
International regulatory standards
and local market structure also
formed part of the discussions.

The Markets Division continued its
knowledge sharing initiatives with
fellow international regulators as
part of its engagement program.
A knowledge sharing visit was
made by the Mauritian Financial
Services Commission in order

to facilitate capacity building on
Derivatives and Islamic Finance.
The Division also met with visiting
representatives of the Kazakh

and Japanese financial services
regulators and presented to a
delegation of visiting graduate
students from Paris Dauphine
University on Islamic finance.

In the continued support of Dubai’s
expansion as the global capital of
the Islamic economy, the Markets
Division continued to work with
the Islamic Financial Services
Board (IFSB) to develop disclosure
standards for capital market
products as well as speaking at the
IFSB Regulator’s Forum.

I ENFORCEMENT IN ACTION

REPRESENTATIVE
OFFICES

The conduct of Representative
Offices (REP Offices) in the DIFC
has received increased scrutiny of
late. The primary concern relates

to their function. REP Offices are
licensed to market one or more
financial services or financial
products which are offered in a
jurisdiction other than the DIFC. This
includes providing information about
one or more financial products or
services, engaging in promotions and
making introductions or referrals in

connection with the offer of financial
services and products.

REP Offices need to be sure they do
not provide advice about financial
products or arrange a financial
service as, to do so would result in the
REP Office and/or their employees
breaching the “Financial Services
Prohibition” which in effect states
that a person shall not carry out
financial services in or from the DIFC
unless licensed to do so. Providing
advice about a financial product and
arranging a financial service in or
from the DIFC, are activities that first
require a licence to carry them out.

The DFSA recently issued a Private
Warning letter to a REP Office

who had been overstepping the
boundaries of permitted activities.

AML SYSTEMS
AND CONTROLS

The failure of firms to implement
appropriate AML systems and
controls continues to be a risk to
firms in the DIFC and globally.

Since 1 January 2016, the DFSA’s
Decision Making Committee (DMC)
has fined two individuals USD 56,000
(AED 205,520) each for failing to act
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with due skill, care and diligence,
which caused an AF to breach the
DFSA’s AML Rules.

This matter was particularly relevant
as it concerned the conduct of

two Board members, who were
responsible for providing oversight
to the operations of the Firm.

The DFSA will act to ensure that
individuals who are authorised to
carry out responsibilities relating to
the governance of Firms in the DIFC
do so with skill, care and diligence.

FALSIFYING RECORDS

The DMC also took action to
restrict a former trader at an AF
from performing any functions in
connection with the provision of
Financial Services in or from the
DIFC. The DFSA determined that
the trader was not fit and proper

to perform such functions because
he inflated the value of his trading
book by around USD 11,000,000
(AED 40,425,000) to cover up losses.

SCAMS AND
CONSUMER ALERTS

The DFSA regularly publishes
alerts on its website about the
most recent scams affecting the
DIFC and investors. The DFSA has
issued 4 consumer alerts since 1
January 2016.

COMPLAINTS

The DFSA has received 69
complaints to date in 2016.

This is a marked reduction from
previous periods as a result of

the enhancements applied to

the filtering mechanisms of the
Complaints Portal on the DFSA
website, thus reducing the number
of complaints that fall outside the
DFSA’s jurisdiction.

CLOUD TECHNOLOGY
POLICY INITIATIVE

The financial services community is
increasingly making use of the Cloud
and Cloud related technologies.
This evolution is likely to continue
as Cloud technologies are said

to provide lower cost IT solutions

that are scalable. However some
solutions may carry inherent risks

to financial institutions and their
clients, including the risk that client
and institutional data and information
cannot be adequately protected. The
other risk is that data and information
may be held by Cloud services
providers and may not be capable of
being produced to regulators when
they request it. Non-compliance with
regulatory requests could lead to the
imposition of sanctions.

If it is accepted that migration

to the Cloud is inevitable then
regulators will be increasingly
vigilant to ensure institutions have:
adequate protections in place to
safeguard data and information; and
arrangements with Cloud service
providers to ensure that data is
accessible and available for audit
and regulatory oversight.

To that end, the DFSA will soon be
conducting a survey of financial
institutions in the DIFC to better
understand how and to what extent
they are embracing the use of Cloud
Technology, as well as the strategies
being deployed or proposed to
mitigate the risks associated with the
use of Cloud solutions.

The DFSA encourages all
stakeholders to participate in the
survey as the responses may provide
guidance as to the scope and the
direction of future regulatory policy
concerning the use of the Cloud by
financial institutions.

The DFSA’s Enforcement Division

is playing a leading role in the
deployment of this survey and is

also leading a stream of work being
undertaken by the International
Organisation of Securities
Commissions (I0OSCO) (Committee 4,
for Enforcement and the Exchange of
Information), related to the regulation,
by national securities regulators, of
the Cloud. The purpose of the IOSCO
work is to assess the impact of Cloud
technology on enforcement policies
and practices.

REGULATORY
COLLABORATIONS

Enforcement has been working, as
a member of IOSCO’s Screening
Group, to develop an enhanced
international policy for the sharing
of information by global securities
regulators, i.e. an Enhanced
Multi-lateral MoU which will
facilitate even greater levels of
co-operation between securities
regulators globally.

The Enhanced Multi-lateral MoU
will provide securities regulators
with vital powers and tools for
combating cross-border fraud

and misconduct. The powers are
collectively referred to as the ACFIT
powers and relate to:

A - Audit: The power to obtain and
share audit information, including
audit working papers;

C - Compel: The power to compel
a witness to give a statement;

F - Freeze: The power to freeze
assets on the request of another
regulator;

I - Internet: The power to obtain
and share Internet and ISP records;

T - Telephone: The power to obtain
and share telephone records.

Enforcement continued to
collaborate with both regional

and international regulators on
investigations. Regionally, the
DFSA continued to collaborate
with the ESCA, UAE Insurance
Authority, Central Bank of the UAE
and Dubai Police.

Internationally, the DFSA
continued to share information
about investigations and regulatory
concerns with European, American
and Asian regulators, and to
co-ordinate regulatory actions
which may arise from their joint
investigations including ensuring
that their respective actions are
proportionate and consistent.
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I DFSA ACTIVITY OVERVIEW

LICENSED ENTITIES 426 As AT 1 SEPTEMBER 2016

Beechwood Bermuda International

NEW FIRMS AUTHORISED (Middle East) Ltd 10 Apr 2016
Candriam Luxembourg 03 Jan 2016 Amana Financial Services (Dubai) Limited 11 Apr 2016
EOF Servicesl (Asia) Pte Ltd (DIFC 03 Jan 2016 Apex Limited 12 May 2016
Representative Office) : - :
Mitsubishi UFJ Trust and Banking 18 Mav 2016

Canaccord Genuity (Dubai) Ltd 04 Jan 2016 Corporation y

i Universal Capital Bank AD Podgorica 05 Jun 2016
el 05 Jan 2016 : :

9 Neuberger Berman Europe Limited 06 Jun 2016
Inverewe Capital Advisors Ltd 06 Jan 2016 KAMCO Investment Company 08 Jun 2016
Badwa Capital Limited 07 Jan 2016 (DIFC) Limited
Currency Matters Limited 12 Jan 2016 StormHarbour Securities LLP 09 Jun 2016
Canara Bank (DIFC Branch) 07 Jan 2016  Burgan Wealth Limited 12 Jun 2016
L&T Capital Markets Limited 27 Jan 2016 Faber Capital (DIFC) Limited 22 Jun 2016
GWP Management Limited 28 Jan 2016 AES Financial Services Ltd 27 Jun 2016
Patria Investments UK Limited 28 Jan 2016 Harbour Wealth Management Limited 28 Jun 2016
HDFC Interrjat.ional Life and Re 31 Jan 2016 HSBC Bank Middle East Limited 30 Jun 2016
Company Limited

Habib Capital Limited 12 Jul 2016
ACE Insurance Brokers W.L.L. 03 Feb 2016
Jabre Capital Partners (DIFC) Limited 14 Jul 2016
Falcon Private Wealth Limited 04 Feb 2016
] ] T Alcazar Energy Limited 24 Jul 2016
Quilter Cheviot Limited 04 Feb 2016
s Fire & Marine | Northstar Financial Services 25 Jul 2016
amsung Fire arine Insurance Bermuda) Ltd
Management Middle East Limited 04 Feb 2016 ( )
) o Gemini Corporate Finance Limited 03 Aug 2016
Amwal Capital Partners Limited 14 Feb 2016
- - Coface Credit Insurance GCC Ltd 11 Aug 2016
ENTO Capital Management Limited 17 Feb 2016
TAKAUD Savings and Pensions
Mizuho Gulf Capital Partners Ltd 23 Feb 2016 (DIFC) Limited 14 Aug 2016
Ahli United Bank Limited 25 Feb 2016 TriSpan Asset Management Limited 15 Aug 2016
Columbia Threadneedle Investments Jardine Lloyd Thompson PCS
(ME) Limited 25Feb 2016 b hai) Limited 22 Aug 2016
Himmah Capital Limited 15 Mar 2016
Starr Underwriting Agents IPAVISPROPIN NEW DNFBPS REGISTERED
(Dubai) Limited
: : — Sanne Group (Dubai) Limited (DNFBP) 04 Jan 2016
Bastion Capital London Limited 53 Mar 2016
(DIFC Branch) TAM Capital LLC 10 Jan 2016
Blue Target Advisors Limited 30 Mar 2016 Mayfield Group LLP 21 Jan 2016
Lakson Investments Limited 30 Mar 2016 Consulco (UAE) Limited 01 Feb 2016
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Maples and Calder (Dubai) LLP 03 Feb 2016 I[thmar Capital Partners Limited 26 Jul 2016
White & Case LLP 14 Feb 2016 Ark Capital Management (Dubai) Limited 27 Jul 2016
Uni Asia Group Consultancy 25 Feb 2016  Global Investment Bank Limited 27 Jul 2016
Services Limited
Litfl 2 Co. Advooates & Lagal NBE (DIFC) Limited 27 Jul 2016
Consultants I8 80 210 - . o

Ajeej Capital (DIFC) Limited 28 Jul 2016
Bird & Bird (MEA) LLP 26 Jun 2016

Strata Capital Limited 01 Aug 2016
LPA Middle East LLC 28 Jul 2016 o

Vy Capital Management
Covington & Burling LLP 07 Aug 2016  Company Limited 01 Aug 2016
Mayer Brown LLP 24 Aug 2016 adaa Financial Services Limited 08 Aug 2016
Trustmoore (Dubai) Ltd. 24 Aug 2016 FalCap Limited 09 Aug 2016

Index & Cie Limited 14 Aug 2016
LICENSE UPGRADES AND VARIATION Samena Capital Investments Limited 15 Aug 2016

OF SCOPE

Qatar Reinsurance Company Limited 17 Mar 2016

Alcazar Capital Limited 29 May 2016
New Horizon Capital

Management Limited 06 Jun 2016
Elyseum Capital Partners Limited 29 Jun 2016
Emirates NBD Asset

Management Limited 04 Jul 2016
Tejara Capital Investment

Bank Limited 24 Jul2016
Tilad Investment Company Limited 25 Jul 2016
Falcon Private Wealth Limited 26 Jul 2016

NASDAQ_DUBAI RECOGNISED

MEMBER STATUS AWARDED
Integrated Securities LLC

26 Jan 2016

Pioneer Waseet Securities 29 Aug 2016

DME RECOGNISED MEMBER
STATUS AWARDED

ED&F MAN Capital Markets Inc

DME WITHDRAWN MEMBERS

Barclays Capital Futures (Singapore)
Private Limited

22 Jan 2016

27 Jan 2016

INTERNATIONAL CO-OPERATION

We entered into two Memoranda of Understanding

(MoU) as at 1 September 2016. One is with our financial
regulatory counterpart; the MoU binds the DFSA and its
counterpart to information sharing and co-operation in the
supervision of financial institutions. The second one is with
the Telecommunication Regulator; the MoU sets the means
of co-operation in the field of cyber-security.

® Telecommunications Regulatory Authority (TRA)

The DFSA entered into a MoU with the TRA on
7 June 2016.

® Financial Services Regulator of Abu Dhabi Global
Market (FSRA)

The DFSA entered into a MoU with the FSRA on
23 August 2016.

CONSULTATION PAPERS

® (Consultation Paper No.107 - Proposed Changes to the
Anti-Money Laundering, Counter-Terrorist Financing and
Sanctions Module, issued on 20 June 2016 and closed
on 21 August 2016.

Consultation Paper No.106 - Regulation of Arranging,
Representative Office Activities and Financial Promotions,
issued on 21 June 2016 and closed on 20 August 2016.

Consultation Paper No. 105 - On-line Applications and
Submission of Data to the DFSA issued on 14 February
2016 and closed on 14 April 2016.

RULEBOOK AMENDMENTS

® On 26 June 2016 the DFSA repealed and replaced the
following Modules of the DFSA Rulebook:
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O General Module (GEN) (Rule-Making Instrument
No.176 of 2016)

O Anti-Money Laundering, Counter-Terrorist Financing
and Sanctions Module (AML) (Rule-Making
Instrument No.177 of 2016)

O Recognition (REC) (Rule-Making Instrument
No.178 of 2016)

O Representative Office Module (REP)
(Rule-Making Instrument No.179 of 2016)

O Glossary Module (GLO) (Rule-Making Instrument
No.180 of 2016)

O Auditor Module (AUD) (Rule-Making Instrument
No.181 of 2016)

O Conduct of Business Module (COB)
(Rule-Making Instrument No.182 of 2016)

O Prudential — Investment, Insurance Intermediation
and Banking Module (PIB) (Rule-Making Instrument
No.183 of 2016)

On 15 February 2016 the DFSA repealed and replaced
the following Modules of the DFSA Rulebook:

O General Module (GEN) (Rule-Making Instrument
No.166 of 2016)

O Fees Module (FER) (Rule-Making Instrument
No.167 of 2016)

O Collective Investment Rules (CIR) (Rule-Making
Instrument No.168 of 2016)

O Islamic Finance Rules (IFR) (Rule-Making Instrument
No.169 of 2016)

O Authorised Market Institutions Module (AMI)
(Rule-Making Instrument No.170 of 2016)

O Markets Rules Module (MKT) (Rule-Making
Instrument No.171 of 2016)

O Price Stabilisation Module (PRS) (Rule-Making
Instrument No.172 of 2016)

O Glossary Module (GLO) (Rule-Making Instrument
No.173 of 2016)

O Representative Office Module (REP) (Rule-Making
Instrument No.174 of 2016)

O Conduct of Business Module (COB) (Rule-Making
Instrument No.175 of 2016)

On 10 February 2016 the DFSA repealed and replaced
the following Module of the DFSA Rulebook:

O Collective Investment Rules (CIR) (Rule-Making
Instrument No.165 of 2016)

SOURCEBOOK AMENDMENTS

On 1 February 2016 the DFSA issued the February 2016
Edition of the Regulatory Policy and Process (RPP)
Module of the DFSA Sourcebook repealing the July
2015 Edition.

NEW/AMENDED FORMS

1 August 2016 the following DFSA forms were updated:

O Form AUT - INS Applying for Authorisation
Insurance supplement

Applying for Authorisation - Notes for Applicants

1 June 2016 - the following DFSA forms were updated:

Form CIR Notification of the marketing and selling
of Funds

4 April 2016 - the following DFSA forms were updated:

AUT CORE Applying for Authorisation -
Core Information Form

AUT AMS  Applying for Authorisation -
Asset Management supplement

AUT STS  Applying for Authorisation -
Sales and Trading supplement

AUT INS Applying for Authorisation -
Insurance supplement

SUP 5 Application to request an endorsement on
the Licence of a new applicant firm or add
or remove an endorsement on the Licence
of an existing firm

MKT 1 Application for the Approval of a

Prospectus and the Admission of Securities
to the Official List

11 February 2016 - the following DFSA forms
were updated:

Form CIR Notification of the marketing and selling
of Funds

1 February 2016 - the following DFSA forms were
updated:
AUT PFS  Public Fund Supplement

AUT EFF Exempt Fund Form
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AUT IND1  Applying for Authorisation -
Authorised Individual Status

AUT CRA  Applying for Authorisation as a Credit
Rating Agency

AUD 7 Annual Information Return

WAIVER/MODIFICATION NOTICES

47 waiver/modification notices issued from 1 January to 1
September 2016.

SEO LETTERS

SEO letter on FATCA Reporting Obligations
(19 April 2016).

SEOQ letter on Transparency for Firms Holding Client
Assets or Insurance Monies (31 March 2016).

SEOQ letter on Preparation of Financial Statements (29
March 2016).

SEOQ letter on Guidance to complete DFSA’s Annual
AML Return (3 March 2016).

MEDIA RELEASES

DFSA Strengthens Regulatory Co-operation in the UAE
(23 August 2016).

European Commission Recognises DFSA’s Audit
Oversight System (20 July 2016).

The DFSA Hosts Annual Supervision Outreach Session
(20 June 2016).

The DFSA Signs MoU with the Telecommunications
Regulatory Authority (7 June 2016).

DFSA Hosts Outreach on Extended Audit Reports
(1 June 2016).

DFSA Restricts Former Trader Noyan Ayhan
(11 May 2016).

DFSA Fines Former Licensed Directors (9 May 2016).

DFSA Hosts Outreach on Corporate Governance and
Investor Relations (3 May 2016).

The DFSA and Society of Lloyd’s establish a Framework
for Co-operation (13 April 2016).

DFSA Makes Changes to the Collective Investment
Rules (10 February 2016).

DFSA Launches Mobile Application and New Website
(1 February 2016).

PUBLICATIONS

® DFSA published its Audit Monitoring Report 2015 in
English (3 August 2016).

® DFSA published its Annual Report 2015 in English
(23 June 2016).

® DFSA published its internal staff newsletter
“CONNECT” (14 April 2016).

® DFSA published a leaflet on Funds in the DIFC in
English (22 February 2016).

CONSUMER ALERTS

® DFSA issued an alert about Scammers
impersonating the DFSA in an Advance Fee Scam
(21 August 2016).

® DFSA issued an alert about Scammers cloning DIFC
Registered Firms (12 May 2016).

® DFSA issued an alert about Scammers
impersonating Al Jomaih Investments Ltd in an
Advance Fee Scam (3 April 2016).

® DFSA issued an alert about Ebtikar Investment
Company LLC (2 February 2016).

CHIEF EXECUTIVE EVENTS

® |an Johnston, DFSA Chief Executive, met with
the Executive Director of Enforcement, Securities
Futures Commission (SFC) and Mr John Leung,
the Insurance Commissioner in Hong Kong
(15 August 2016).

® |an Johnston, DFSA Chief Executive, met with Mr
Sam Woods, newly appointed Chief Executive of the
Prudential Regulation Authority (PRA) and Deputy
Governor of the Bank of England in London
(22 July 2016).

® |an Johnston, DFSA Chief Executive, attended the
IAIS Financial Stability and Technical Committee
(FSTC) Meeting in Basel (20 to 21 July 2016).

® Jan Johnston, DFSA Chief Executive, participated
in a panel on ‘Culture and Conduct’ at City Week in
London (9 May 2016).

® Jan Johnston, DFSA Chief Executive, participated
in a panel session on ‘Cross Border Supervisory
Co-operation’ at the 11th Annual Conference, Asian
Forum of Insurance Regulators (AFIR) in Taiwan
(21 to 22 April 2016).

® Jan Johnston, DFSA Chief Executive, keynote
speaker at the Middle East Insurance Summit
in Dubai (14 April 2016).
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lan Johnston, DFSA Chief Executive, joined Central
Bank Governors at IFSB Council meetings and attended
the 14th Islamic Financial Stability Board (IFSB),
General Assembly in Cairo (11 to 12 April 2016).

lan Johnston, DFSA Chief Executive, addressed the
Global Emerging Markets (GEM) Conference on the
topic “Rebuilding Trust and Confidence” in Kuala
Lumpur (15 to 17 March 2016).

lan Johnston, DFSA Chief Executive, attended the
NBAD Global Financial Markets Forum in Abu Dhabi
(2 to 3 March 2016).

lan Johnston, DFSA Chief Executive, participated in
the IAIS Financial Stability and Technical Committee
Meeting in Basel (23 to 24 February 2016).

lan Johnston, DFSA Chief Executive, met with the
Chairman of the Capital Markets Authority, Kingdom of
Saudi Arabia in Riyadh (7 February 2016).

lan Johnston, DFSA Chief Executive, participated as a
panellist on the topic “Ten years of evolving regulation
in the Middle East” at the 10th GCC Regulators’ Summit
in Abu Dhabi (25 January 2016).

lan Johnston, DFSA Chief Executive, participated in the
Annual Conference of IOSCO’s Growth and Emerging
Markets Committee and GEM’s Steering Committee in

Indonesia (21 to 22 January 2016).

EVENTS AND OUTREACH

DFSA hosted two outreach sessions on the consultation
proposals on Arranging, Representative Offices

and Financial Promotions that are set out in CP 106

(25 July 2016).

DFSA hosted its Annual Outreach Session
(30 May 2016).

DFSA and the Institute of Chartered Accountants

in England and Wales (ICAEW) jointly organised a
breakfast briefing session on the new Extended Audit
Reports (26 May 2016).

DFSA hosted an outreach session on Corporate
Governance and Investor Relations (27 April 2016).

DFSA hosted its seventh Annual Audit Outreach for its
Registered Auditors (29 February 2016).

DFSA hosted its first AML workshop for Registered
Auditors (3 February 2016).

DFSA hosted an outreach session on the consultation
proposals on Insurance Activities that are set out in CP
103 (4 January 2016).
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