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Member Inspection Procedure

Introduction

This procedure is being issued in exercise of powers
granted to Dubai Clear (“Dubai Clear”) to inspect its
Members by virtue of Article (20) of The Chairman of
the SCA Board of Directors’ Decision No. (22 / R.M)
of 2016 Concerning the Regulation of the Central
Clearing Party (CCP) Business and any amendments
thereto (the “Procedure”). The Procedure reflects
current processes that have developed over time and
which are constantly evolving in line with Dubai
Clear’s objectives and business model.

The purpose of the Procedure is to outline Dubai
Clear's process of conducting reviews and
inspections on its Members to ensure that Members
have adequate and effective systems and controls
including a compliance framework in line with its
requirements, legislations and all regulations,
controls and circulars issued by the Authority and the
Market where applicable to the CCP. It is important
to highlight that the Member review and inspection is
not intended to be a ‘box-ticking’ exercise and can be
adapted to reflect the individual circumstances of
Members.

Member Continuous Obligations

Members are required to comply Dubai Clear’s rules
on continuous and ongoing basis, including without
limitations:

a. Maintenance of adequate electronic
programs and technical systems to
maintain access and connectivity to the
Dubai Clear Clearing System and to the
Central Securities Depository and
Registry System, Market Automated
Trading System (where applicable),

b. Maintenance of internal procedures and
controls in relation to its Membership;

C. Maintenance of satisfactory systems in
place for the Clearing and Settlement;
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information, financial statements, forms,
books, records, reports, filings and -
documents;

e. Maintain sufficient personnel with
adequate knowledge, experience,
training and competence to ensure the
Member’'s compliance with Dubai Clear
rules;

f. Have a bank account, denominated in
settlement currencies, at the designated
Settlement Bank, and in respect of which
account the Clearing House has transfer
authority to instruct payments to be
made to it by the settlement bank without
consent of the accountholder;

g. Ensure adequate liquid resources at all
times to meet its Collateral
Requirements and performance of the
Contracts to which it is a party and its
payment and delivery obligations to the
Clearing House under these Rules in
accordance with the Clearing House's
liquid resource requirements prescribed
under the Clearing Membership
Agreement from time to time; and

h. Comply with any additional membership
requirements prescribed by the Clearing
House under the Clearing Membership
Agreement from time to time.

Member Inspection

Dubai Clear aims to supervise Member’'s ongoing
compliance with the requirements set out under
Member Continuous Obligations section of this
Procedure and its rules using the following
supervisory tools:

1. Desk Based Reviews

Dubai Clear will request for information from all its
Members in accordance with the checklist attached
hereto as Appendix 1 or any other information that it
deems necessary from time to time. The Members
will be given a deadline to respond and provide the
requested documentation.

Dubai Clear will review the provided documents and
assess the Member’s compliance with its rules.
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2. Scheduled Onsite Inspections

Further to the results of the desk-based review
conducted by Dubai Clear, Dubai Clear may conduct
an on-site inspections, e.g. where there are concerns
with a Member’s ability to comply with the Dubai
Clear rules, a recent breach, complaint, to raise
compliance awareness with the Member, etc.

Dubai Clear will inform the Member of its decision to
conduct an onsite inspection through a formal
notification supported by a list of required
information and data to be provided to Dubai Clear
ahead of the onsite inspection. Dubai Clear may also
request for additional information during the
inspection.

Dubai Clear may also carry out ‘themed visits’ with a
focus on a specific area of compliance or a particular
activity as deemed necessary and not as a result of
a desk-based review.

Dubai Clear will document and maintain evidence of
the review conducted during on-site inspections and
copies will be retained in its files. The results of the
on-site inspections are reviewed by Dubai Clear and
the main findings and observations may be shared
with the Member.

3. Non- Scheduled onsite Inspections

According to The Chairman of the SCA Board of
Directors’ Decision No. (22 / R.M) of 2016
Concerning the Regulation of the Central Clearing
Party (CCP) Business, Dubai Clear shall perform
regular and/or surprise inspection of its members to
make sure they abide by the applicable legislations
and all the regulations, controls and circulars issued
by the CCP, the market or the Authority.

In the event of a non-scheduled or a surprise
inspection, Dubai Clear may notify the Member via
official letter in order to ensure entry of premises,
access to data and information to perform
inspection.

4. Results of Inspection

Once an onsite inspection is complete, Dubai Clear
will issue an inspection report to the Member
informing them of the result and findings of the
inspection including any deficiencies in systems and
controls detected and corrective action required (if
any).

Dubai Clear will discuss required corrective action
with the Member and agree on implementation
timelines. Dubai Clear may grant the Member 10
business days to accept or to raise any objections on
the report subject to the provision of sufficient
evidence.
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Where there is a disagreement from both parties on
the findings, the disagreement will be documented in
the report and the case will be escalated to the SCA
for their review. SCA’s decision on the case will be
considered as final and binding to both parties.

Dubai Clear will monitor the Member’s progress in
implementation the corrective action plan to ensure
that the Member carried out corrective action in a
timely manner. Failure to implement corrective
action in a timely manner will result in a violation of
applicable rules and regulations.

In the event of no corrective actions taken by the
Member, SCA will be notified and Dubai Clear will
have the right to terminate membership in
accordance with Dubai Clear rules and procedures.,

The final inspection report will be shared with the
Member and SCA.

5. Member Conduct During Review and Inspection
Period
The Member is required to act in an open and

cooperative manner, be honest and truthful and not
mislead or conceal any material matter during the
review and inspection period. Any failure to deal with
Dubai Clear in an open and cooperative manner, or
any attempt to hide or conceal any information will
result in action taken against the Member, including
but not limited to, suspension of Membership.
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Appendix 1

Information Checklist

A | Entity and Ownership Yes, No or Not Comments
Applicable

1 Provide details of shareholders or ultimate
beneficial owners with a holding of 25% or more

2 | Does the Entity have a significant (10% or more)
offshore customer base, (where offshore means not
domiciled in the jurisdiction where clearing services
are being provided) ?

2a | IfY, provide details of the country and %

B | Policies & Procedures and Quality Assurance

3 | Does the Member have documented policies and
procedures to prevent, detect and report:

3a | Money laundering
3b | Terrorist financing
3c | Sanctions violations

4 | Does the Entity have an internal audit and
compliance function? If yes kindly provide a copy of
your internal audit and compliance function
program/check list.

C Members Obligations
5 | Provide details of the back office application used
by the Clearing Member

6 | Does the member manage Client positions and
obligations on a segregated manner? Does the
member has operational procedures and systems
to manage Client Segregation.

7 Does the member have relevant accounting
systems to manage client funds?

Provide details of the procedure followed for
maintaining and managing Client funds

Provide a balance report of Client funds held by the
member as on XXXX

8 | Does the member have relevant Risk Management
systems and policies in place?

Please provide details of the Risk Management
procedure followed by the Member

Provide details of the Client margins held by the
member for outstanding positions

Provide details of Client default management
procedure followed by the member.
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9 | Does the Entity have a training for its staff, if yes
please provide a copy. And what type of training are
you offering to your employees.

10 | Do you have a Business Continuity Plan, if yes
please provide

11 | Do you have a complaints/incident management
system? If yes, kindly provide records for the past
12 months.

12 | Do you use a third party outsource service provider
for any clearing and settlement activities? If yes,
kindly provide us with a copy of the outsource level
agreement and procedure.




