
DECISION NOTICE 

To: Dalma Capital Management Limited (Dalma) 

DFSA Ref: F002345 

Address: 

Date: 19 October 2021 

ACTION 

1. For the reasons given in this notice (the Notice) and pursuant to Article 90(2)(a) of the

Regulatory Law 2004, the Dubai Financial Services Authority (the DFSA) has decided to

impose on Dalma a fine of USD170,000 (the Fine).

2. This Notice is addressed to Dalma alone. Nothing in this Notice constitutes a finding that

any person other than Dalma breached any law or Rule, and the findings expressed in this

Notice are without prejudice to the position of any third party, or of the DFSA in relation to

any third party.

EXECUTIVE SUMMARY 

3. Dalma acts as a fund manager and alternative investment platform provider and was

authorised by the DFSA on 20 March 2014 as a PIB Category 3C Authorised Firm licensed

to provide the following Financial Services:

3.1 Advising on Financial Products;

3.2 Arranging and Advising on Credit;

This Decision Notice has been referred to the Financial Markets Tribunal (FMT) where the parties 
will present their respective cases. Any findings in this Decision Notice are therefore provisional  
and reflect the DFSA's belief as to what occurred and how it considers the conduct should be 
characterised.

The FMT will determine what (if any) is the appropriate action for the DFSA to take, and remit the 
matter to the DFSA with such directions as the FMT considers appropriate to give effect to its  
determination. The FMT's decision will be made public in due course on the FMT section of the 
DFSA website.
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3.3 Arranging Deals in Investments; 

3.4 Managing Assets; and 

3.5 Managing a Collective Investment Fund. 

4. The DFSA has decided that Dalma has committed contraventions because: 

4.1 between 5 April 2016 and 6 June 2016 (the Trading Period), Dalma arranged for and 

permitted trades to be placed on behalf of one of its funds (the Dalma Fund) by an 

individual who was not suitably qualified and experienced and who was not employed 

by, or otherwise contractually obligated to, Dalma. In doing so, Dalma, failed to 

conduct its business activities with due skill, care and diligence, contrary to Principle 

2 of the DFSA’s Principles for Authorised Firms, (Rule 4.2.2 of the General Module of 

the DFSA Rulebook (GEN)); and 

4.2 between 14 August 2017 and 5 July 2018 (the Notice Response Period) in response 

to three separate requests for information, Dalma provided false, misleading and 

deceptive information to the DFSA, and concealed information such as to mislead or 

deceive the DFSA, concerning the trading carried out by the individual described 

above at paragraph 4.1, contrary to Article 66 of the Regulatory Law 2004. 

5. Given the nature and seriousness of Dalma’s contraventions, and the period of time over 

which they occurred, the DFSA considers it appropriate to impose the Fine on Dalma.   

DEFINITIONS 

6. Defined terms are identified in this Notice by the capitalisation of the initial letter of a word 

or of each word in a phrase and are defined in Annex C or in the DFSA Rulebook Glossary 

Module (GLO). Unless the context otherwise requires, where capitalisation of the initial letter 

is not used, an expression has its natural meaning.   

7. This Notice refers at various times to the following individuals: 

7.1 a current member of Dalma’s senior management, to whom DFSA notices given to 

Dalma were addressed or marked for attention (Senior Manager 1), and who was in 

a different senior management role during the Trading Period; and  
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7.2 a former member of Dalma’s senior management who was involved in the 

management of Dalma during the Trading Period (Senior Manager 2). 

FACTS AND MATTERS RELIED UPON  
 
Background  
 
8. In and around the Trading Period, Dalma managed the Dalma Fund under an investment 

management agreement.  The Dalma Fund was a foreign based Collective Investment Fund 

organised as a multi-fund investment company, with variable share capital under the laws 

of Malta and licensed by the Malta Financial Services Authority, in the form of a Professional 

Investor Fund targeting Qualified Investors in respect of a sub fund.  During the Trading 

Period, Dalma managed the assets of the Dalma Fund.   

DFSA Investigation 

Notices to Dalma requiring information 

9. As a result of queries arising from the DFSA’s supervision of Dalma, the DFSA exercised 

its powers under Article 73 of the Regulatory Law 2004 to require documents and 

information from Dalma concerning (amongst other things) Dalma’s communications and 

dealings with a non-regulated company registered in the DIFC (Company X).  This was 

done by way of a notice dated 23 July 2017 that was addressed to Senior Manager 1 (the 

1st Notice). 

10. Dalma provided a response to the 1st Notice on 14 August 2017, which consisted of: 

10.1 a USB stick containing a large volume of material that contained documents and 

information required by the 1st Notice (the USB Material); and  

10.2 a detailed and wide-ranging narrative document, which summarised the background 

and circumstances that Dalma considered relevant to responding to the 1st Notice 

(Dalma’s 1st Response). 

11. Amongst other things, Dalma’s 1st Response explained that, in February 2016, Dalma’s 

existing portfolio manager (the Ex-PM), who was responsible for managing the Dalma Fund, 

had left Dalma.  It went on to describe negotiations and arrangements in the period around 

February to May 2016 (the Negotiation Period) relating to the prospective hire of a portfolio 
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manager (the PM) who, at that time, was employed by Company X, and ultimately was 

employed by Dalma on 1 June 2016.  

12. These negotiations and arrangements also concerned the anticipated hire of a trader then 

working with the PM at Company X (the Trader), but who was ultimately not taken on as an 

employee of Dalma.  Dalma envisaged that the PM and the Trader would manage:  

12.1 the Dalma Fund;  

12.2 a proposed futures fund that was under development (the Prospective Futures 
Fund); and  

12.3 a managed account of Company X (the Prospective Managed Account).  

However, neither the Prospective Futures Fund, nor the Prospective Managed Account 

were ever set up. 

13. Dalma’s 1st Response described training that was provided by Dalma to the Trader and the 

PM during the Negotiation Period, on trading order management systems, which would be 

used by the PM and the Trader to manage the Prospective Futures Fund and the 

Prospective Managed Account.  It was stated that these systems:  

“…included ring-fenced, sandbox access to Dalma’s trading systems which were 

not live and were not attached to any accounts (as no accounts indeed existed for 

the [Prospective Futures Fund] and Dalma had no access to any [Company X] 

accounts). For the avoidance of doubt, these trading systems had never been 

connected to any live accounts, and to this date those systems have never been 

connected to any live accounts, and would therefore not be able to instruct any 

trades on any such live accounts due to lack of FIX (Financial Information 

Exchange) Connectivity.”   

14. The purpose of this training was said to be so that the PM and the Trader “would be ready 

to assume portfolio management duties after transferring employment to” Dalma.  There 

was no mention in Dalma’s 1st Response of any training or systems that would be or were 

being used in respect of the Dalma Fund. 

15. The DFSA reviewed the USB Material and Dalma’s 1st Response and, as a result of 
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concerns relating to trading activities apparently being undertaken by the Trader and the 

PM in relation to the Dalma Fund, the DFSA required further documents and information 

from Dalma pursuant to Article 73 of the Regulatory Law 2004.  This was done by way of a 

notice dated 25 April 2018 that was addressed to Dalma and marked for the attention of 

Senior Manager 1 (the 2nd Notice). 

16. Information required by the 2nd Notice included:  

16.1 confirmation of the exact date upon which the PM commenced employment at Dalma 

and an explanation of any difference between that and the commencement date 

stated in his employment contract; and 

16.2 records specifying the full details of all trading activity carried out on any fund 

managed by Dalma from 1 March 2016 to 1 June 2016 including for each trade: 

16.2.1 the name of the individual who directed or undertook the trade; 

16.2.2 the business premises location of the individual at the time they directed and 

undertook the trade; and 

16.2.3 the trading platform or other software used by the individual carrying out the 

trading and his means of access to it (such as via a laptop belonging to 

Dalma or Company X, or a specific trading terminal). 

17. On 20 May 2018, Dalma provided a response to the 2nd Notice by way of a narrative set out 

in an email and various attachments (Dalma’s 2nd Response).  The information provided 

in respect of the requirements outlined above at paragraph 16 were as follows: 

17.1 the PM “was given a Dalma email address and access to Dalma’s premises in April 

2016 in order to facilitate his transition to Dalma and for training purposes (ahead of 

being given direct access to the [Dalma Fund’s] portfolio). This was done in good faith, 

in order to minimise disruption to [the Dalma Fund] and its investors. The principal 

reason for the delay in signing the contract was the fact that negotiations of certain 

personal benefits (e.g., medical insurance) took much longer than expected. [The PM] 

did not receive any remuneration prior to 1 June.”;  

17.2 the only fund with any trading activity in the period specified was the Dalma Fund and: 
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17.2.1 with regard to paragraph 16.2.1 and 16.2.2 above, this information was “not 

captured by our systems nor those of [the Dalma Fund’s] administrator.  We 

have attempted to retrieve the information from the brokers, but due to our 

termination from those brokerage relationships our access to their reporting 

systems have been revoked. We are awaiting a further response from the 

brokers and will update you as and when any update is received”; and 

17.2.2 with regard to paragraph 16.2.3 above, the Dalma Fund used two different 

brokers’ trading platforms for trading purposes, using each one’s “proprietary 

trading applications (which, as per standard market practice, may be 

accessed via any computer or smartphone on which the application has been 

installed)”. 

18. The DFSA reviewed Dalma’s 2nd Response and considered this to be incomplete, based on 

inconsistencies with its earlier review of the USB Material.  The DFSA therefore informed 

Dalma via email on 28 June 2018 that it considered that Dalma had not fully complied with 

the 2nd Notice, and that further information was required (the 3rd Notice). 

19. With regard to the response given by Dalma set out at paragraph 17.2.1 above, the DFSA 

required Dalma to provide: 

19.1 an update regarding Dalma’s request to the brokers and what steps had been taken 

by Dalma; 

19.2 the reasons why Dalma’s system did not capture the information required (i.e. the 

name and location of the person undertaking trading on the Dalma Fund); and 

19.3 in the absence of being able to provide the name of the individual who directed or 

undertook each specific trade, a list of all individuals that Dalma allowed and/or 

authorised to trade on the Dalma Fund between 1 March to 1 June 2016. 

20. On 5 July 2018, Dalma responded to the 3rd Notice by way of an email (Dalma’s 3rd 
Response).  In terms of the information required as set out above at paragraph 19, Dalma 

provided the following information:  

20.1 Dalma had not received any further information from its brokers and the steps taken 

to obtain this information were set out; 
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20.2 Dalma’s trading systems were hosted externally and Dalma did not have any internal 

records that capture the requested information.  Additional information was provided 

as follows: 

20.2.1 “Furthermore, in practice, at any given time there was only one senior 

portfolio manager who was responsible for trading – any other individuals 

who were authorised for done so for support only. Initially, the SPM was [the 

Ex-PM] with [Senior Manager 1] providing support and back-up; following his 

departure and [the PM’s] joining, the SPM was [the PM]”; 

20.2.2 “Consequently, we believe that, prior to [the PM] joining, all trades (as shown 

in the spreadsheet submitted previously) were made by [the Ex-PM] 

(supported by [Senior Manager 1]) and, following the commencement of [the 

PM’s] employment, all trading was done by [the PM]”; and 

20.2.3 “We would like to remind you that Dalma has undergone considerable 

change since the period covered by your enquiry, including a change in the 

SEO, investment team and Compliance Officer; most of the individuals who 

were involved with the Dalma Fund and/or the management of Dalma at that 

time are no longer with Dalma. We have been in close contact with [Senior 

Manager 2] to verify our records and understanding of the matters you have 

enquired about.”; and 

20.3 “Between 1 March and 1 June, the only individuals authorised to trade were (at 

different times) [the Ex-PM], [Senior Manager 1] (in a support capacity) and [the PM] 

(following [the Ex-PM’s] departure).” 

21. In terms of Dalma’s 1st Response, Senior Manager 1 confirmed that he personally drafted it 

including the wording particularised above at paragraph 13.  He also clarified that the order 

management system software (referred to in paragraph 13) was also going to be used for 

the Dalma Fund, but that ultimately the software was never used at Dalma due to issues in 

connecting to the brokers. 

22. With regard to Dalma’s 2nd Response and the information provided in response to the 

DFSA’s requirements as particularised at paragraph 16.2.1 and 16.2.2 above, Senior 

Manager 1 confirmed that he was involved in this, in association with a member of Dalma’s 
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Compliance team (who had joined Dalma after the Trading Period) and a member of 

Dalma’s Finance team. 

23. In respect of Dalma’s 3rd Response and the information particularised above at paragraph 

20, Senior Manager 1 confirmed that he was involved in providing this information to the 

DFSA, in that he provided information to the member of the Compliance team of Dalma 

(who was not at the firm during the Trading Period) and sought records of trading from the 

Dalma Fund’s Administrator and Dalma’s brokers. 

24. In interview, Senior Manager 1 also stated that, in respect of Dalma’s 1st, 2nd and 3rd 

Responses, he consulted with Senior Manager 2.  As part of the DFSA investigation, Senior 

Manager 2 was interviewed and his account on this point partially differs from that of Senior 

Manager 1 in that:  

24.1 Senior Manager 2 had no record or recollection of seeing a copy of the 2nd Notice, nor 

of contributing to or seeing Dalma’s 2nd Response; and 

24.2 in respect of the 3rd Notice, Senior Manager 2 was consulted by Senior Manager 1 

late on the day before Dalma’s 3rd Response was submitted, with a draft of that 

response, which did not include the spreadsheet showing the trades that were being 

referred to as being made by the Ex-PM and, following the commencement of his 

employment, the PM (as referenced above at paragraph 20.2.2).  

Documentary Review and Chronology  

25. Upon receipt, the DFSA carried out a full review of the documents and information provided 

by Dalma as the USB Material, and also reviewed relevant information received from other 

sources (the Documentary Review). Based on contemporaneous communications and 

documents within the Documentary Review, the DFSA suspected that, contrary to Dalma’s 

1st, 2nd and 3rd Responses, during the Trading Period: 

25.1 the Trader was given access by Senior Manager 1 to live trading systems at Dalma; 

25.2 the Trader had, with the knowledge and involvement of Senior Manager 1, used that 

access to place trades on behalf of the Dalma Fund through the primary broker which 

Dalma used for the Dalma Fund  (the Dalma Fund Trading); 
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25.3 the Dalma Fund Trading had at first led to a profit for the Dalma Fund in April 2016; 

and 

25.4 the Dalma Fund Trading had then resulted in net losses for the Dalma Fund in May 

2016. 

26. The Documentary Review indicated the following chronology of relevant events and 

circumstances, as set out below. 

Chronology  

Item No. Date Event(s)  

1.  01/03/2016 & 

21/03/2016 

The only dates in March 2016 that there was any trading on 

the Dalma Fund.  From 1 March 2016 and throughout the 

Trading Period, the username used for placing all trades at 

the primary broker which Dalma used for the Dalma Fund (the 

Broker) was that of the Ex-PM. 

2.  29/03/2016 to 

31/03/2016 

Senior Manager 1 corresponded with the Trader to arrange 

access to systems to commence trading on the Dalma Fund, 

including by providing him with log in details. 

3.  04/04/2016 Senior Manager 1 confirmed to the Trader that there was 

money in an account with the Broker, which could be used to 

trade futures and Senior Manager 1 could transfer more if the 

Trader would like to use it.  An arrangement was made for 

the Trader to attend Dalma’s office the next morning for 

Senior Manager 1 to “work with [the Trader] to set up [the 

Broker]”. 

4.  05/04/2016 Just before 10:00am, the Trader forwarded to Senior 

Manager 1 a document (the Trades Document), which was 

first sent to the PM on 24 March 2016, outlining a set of 

trades. The Trades Document grouped the trades into bond, 

treasury and crude oil securities (the Named Securities) and 

spot foreign exchange.  Of the 13 Named Securities, 11 were 
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Item No. Date Event(s)  
traded on the Dalma Fund that day in the size and direction 

indicated on the Trades Document, of which 9 of these trades 

were executed by 06:30 UTC, which is 10:30am in Dubai.  

Later at around 2pm, the Trader sent an email to Senior 

Manager 1, stating that he could not find three of the Named 

Securities on the Broker’s platform.  

Later again, at 4:55pm, Senior Manager 1 sent an email to 

the Trader, which confirmed that two of the Named Securities 

had been added to the platform by the Broker. 

The same two of the Named Securities were traded on the 

Dalma Fund between 5:11pm and 5:14pm Dubai time. 

Later still, at 5:48pm the Trader sent an email to Senior 

Manager 1 confirming “Now we have live future trading 

through [the Broker]…” 

5.  06/04/2016 The Trader sent an email to Senior Manager 1 enquiring what 

kind of reporting was offered by the two brokers used by 

Dalma, stating: “now we have open positions it would be 

great to generate a daily report…” 

6.  07/04/2016 The 11 positions in the Named Securities opened on 5 April 

2016 were all closed.  

7.  19/04/2016 to 

01/06/2016 

There was regular trading on the Dalma Fund through the 

Broker. 

8.  02/05/2016 The PM sent an email to Senior Manager 2 forwarding the 

Dalma Fund’s monthly Net Asset Value Statement (NAV) for 

April 2016 and stated:  

“Want to bring to your attention the fine trading performance 

by [the Trader] in April. He made over $100,000 gross profit 

on very small positions – in just two weeks. A 3% return in 
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Item No. Date Event(s)  
one month is a very impressive showing – and certainly 

worthy of a mention in dispatches. Bodes well going forward.” 

9.  04/05/2016 The PM sent an email to a Director of Company X as well as 

Senior Manager 2 referring to the Dalma Fund, stating that 

“profits made since we started taking positions for the Dalma 

Fund equals now approx. $340,000.” 

10.  01/06/2016 At just past midnight, Senior Manager 1 sent an email to the 

PM and the Trader regarding their final on-boarding as 

employees of Dalma and the setup of various systems at 

Dalma. 

The PM’s employment contract with Dalma commenced. 

Senior Manager 2 sent an email to the Trader and the PM 

(copied to Senior Manager 1) referring to the Dalma Fund and 

the NAV for May 2016, stating: “Looks like the Dalma Fund is 

down 4% for the month?  Is this in line with your expectation 

this month?” 

11.  06/06/2016 A total of 75 trades were placed on the Dalma Fund, of which 

65 were placed in the space of five minutes.  

12.  14/06/2016 Senior Manager 2 sent an email to an individual at Company 

X regarding the costs incurred as a result of the anticipated 

hire of the Trader by Dalma and the status of the Dalma Fund.  

In the email he stated that the PM “took off [the Trader’s] 

positions, which did prevent loss.” 

13.  29/06/2016 The first trades were placed on the Dalma Fund under the 

user name assigned to the PM. 
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Interviews 

    The Portfolio Manager  

27. As part of the DFSA’s investigation, the DFSA interviewed the PM and his account of the 

relevant events and circumstances during the Trading Period is as follows: 

27.1 The PM’s employment at Dalma commenced on 1 June 2016, as per his employment 

contract, and he did not carry out any work for Dalma prior to that date. 

27.2 At the start of April 2016, prior to commencing such employment, the PM was 

approached by Senior Manager 2 to take over as portfolio manager for the Dalma 

Fund, as there was no one at that time acting in that role. 

27.3 The PM declined this proposal on the basis that he was still employed by Company X 

and he believed that it would be improper. 

27.4 The PM was aware that the Trader began managing the assets of the Dalma Fund 

and continued to do so for approximately two months, whilst remaining an employee 

of Company X.  

27.5 The Trader told the PM that he had been given the passwords by Dalma to be able to 

trade for and manage the Dalma Fund. 

27.6 The PM was not aware of anyone other than the Trader placing trades for the Dalma 

Fund during the Trading Period. In particular, he was not aware of Senior Manager 1 

carrying out any trading. 

27.7 The Trader was never formally employed by Dalma, for the most part because of the 

losses that were caused to the Dalma Fund during May 2016, for which the Trader 

was seen as being responsible. 

27.8 The Trader closed down all of his open positions when he ceased trading on the 

Dalma Fund. 

27.9 In the PM’s opinion, the Trader was not sufficiently qualified or experienced to manage 
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the assets of the Dalma Fund. 

28. With regard to events and circumstances within the Notice Response Period, the PM stated 

in interview with the DFSA that Senior Manager 1 had informed him about the information 

provided to the DFSA in Dalma’s 1st Response (as referred to above at paragraph 13) and 

it was incorrect to imply that all of the trades carried out by the Trader during the Trading 

Period were not live trades carried out in a “sandbox” environment. 

The Trader 

29. The DFSA also interviewed the Trader as part of its investigation.  His account of the 

relevant events and circumstances in the Trading Period was as follows: 

29.1 Prior to the Trading Period, the extent of the Trader’s experience in trading and 

financial markets was limited to a four-month internship in 2013 and to a small amount 

of proprietary trading at Company X. 

29.2 In the time just prior to the Trading Period, the Trader was aware of arrangements 

being in process for him to transfer his employment from Company X to Dalma, but 

was not really involved in those arrangements.  He was also aware that there was no 

portfolio manager for the Dalma Fund and Dalma needed someone to start trading on 

the Dalma Fund immediately. 

29.3 Towards the end of March, there was an intention for the Trader to commence trading 

on the Dalma Fund.  At the beginning of April, the Trader initially started as portfolio 

manager trading on the Dalma Fund and was given access to an e-brokerage account 

to do so by Senior Manager 1. At this time and throughout the Trading Period, the 

Trader was an employee of Company X, including receiving a salary from and being 

provided medical insurance by Company X. 

29.4 Senior Manager 1 gave the Trader a login/username and the passwords necessary 

for the Trader to be able to trade on the Dalma Fund.  The Trader stated that the 

name of the Ex-PM was given to him by Senior Manager 1 to use as a login.  

29.5 When carrying out trading and managing the assets of the Dalma Fund, the Trader 

would make requests to Senior Manager 1 to add instruments to the Broker’s platform 

where these did not already appear, so that the Trader could then trade them. 
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29.6 Senior Manager 1 and the PM were aware of the positions that the Trader was taking 

on the Dalma Fund on a daily basis and did not raise any concerns or queries with 

him about his trading. The Trader was not aware of any trading being done by Senior 

Manager 1 during the Trading Period. 

29.7 When asked about the email and attached Trades Document that he sent to Senior 

Manager 1 on 5 April 2016 (as referred to above at item 4 of the Chronology at 

paragraph 26), the Trader stated that this was related to executing test trades and 

explained that:  

29.7.1 these test trades were low volume trades on the Dalma Fund to ensure that 

the various different instruments could be successfully executed ahead of 

fully implementing the chosen strategy; 

29.7.2 these test trades in the Named Securities had been selected by the Trader 

and the PM to reflect their respective backgrounds in crude oil (for the Trader) 

and treasuries and bonds (for the PM); 

29.7.3 the Trader probably accessed the Broker’s platform to execute these test 

trades and he had sent them to Senior Manager 1 in order for him to arrange 

permission/access to the Named Securities on the platform; 

29.7.4 when the Trades Document was compared against the record of trades 

placed on the Dalma Fund provided by the Broker (the Broker Record of 
Trades), it could be seen that the Named Securities were traded on 5 April 

2016 as test trades; 

29.7.5 the trades shown in the Broker Record of Trades for 7 April 2016 closed out 

the test trades, once it had been confirmed that they had been executed 

successfully; and 

29.7.6 the Trader was not aware of any other form of test trading for Dalma, or the 

idea of “sandbox” trading, as referred to in Dalma’s 1st Response.  

29.8 The Trader recalled that his first month of trading for the Dalma Fund was positive, 

i.e. that he had made a profit for the Dalma Fund.  Later in the interview, he was 

shown contemporaneous documents, concerning this profit (as referred to above at 
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items 8 and 9 of the Chronology in paragraph 26) and confirmed that he had 

undertaken this trading. 

29.9 At the end of the Trading Period, on 6 June 2016, the Trader’s employment with 

Company X was terminated and his association with Dalma ceased.  The Trader was 

informed of this termination by Senior Manager 2, and the PM, who was by then an 

employee of Dalma.  The reason given was because of the losses of 4% that had 

been made by the Dalma Fund in May 2016. On this date, the Trader was told to close 

all of the open positions on the Dalma Fund prior to leaving, which he did.  

Senior Manager 2 

30. As part of its investigation, the DFSA interviewed Senior Manager 2, who also submitted 

written representations following his interview.  His account of the relevant events and 

circumstances during the Trading Period was as follows: 

30.1 He confirmed that the Ex-PM left Dalma during the first quarter of 2016, and that, 

during the Negotiation Period, there was an intention for Dalma to hire the PM and 

the Trader as soon as possible, with the latter being under the direct supervision of 

the former.  

30.2 During the Trading Period, Senior Manager 2 regarded Senior Manager 1 as 

responsible for managing the Dalma Fund and making any relevant investment 

decisions.  However, he was unable to recall any specific discussion or arrangement 

where it was agreed that Senior Manager 1 would make trades for the Dalma Fund.  

30.3 Senior Manager 2 had no knowledge of, or involvement in, the Dalma Fund Trading 

and only became aware of it during his interview with the DFSA. 

30.4 During the Negotiation Period, Senior Manager 2 believed that the PM and the Trader 

were assisting Senior Manager 1 to manage the Dalma Fund, by making 

recommendations to Senior Manager 1 for trading, which Senior Manager 1 would 

then exercise his discretion about, as to whether or not to follow the same. 

30.5 He believed that the Trader was not able to place trades directly on the Dalma Fund 

as he was not registered on the Broker’s trading platform used by Dalma, and he was 

unaware that Senior Manager 1 had shared any login or password details with the 
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Trader. 

30.6 With regard to an email which the PM sent to Senior Manager 2 on 2 May 2016, 

highlighting the profitable trading performance of the Trader, Senior Manager 2’s 

explanation was that this related to the performance of the Dalma Fund itself and the 

recommendations for trading that he believed the Trader had made to Senior Manager 

1. 

30.7 According to Senior Manager 2, Dalma had offered, and the PM and the Trader had 

accepted, employment terms from Dalma in March 2016.  The PM and the Trader 

were therefore in a “transition period” from 1 March to 1 June 2016, with their activities 

subject to the same systems and controls as other employees of Dalma. 

30.8 With regard to the termination of the Trader’s employment from Company X and his 

proposed employment by Dalma not going ahead, Senior Manager 2 recalled that he 

had been told by the PM that this was on the basis that the Trader had taken “too 

much risk” in respect of recommendations that the Trader had made to the PM for 

trading on the Dalma Fund.  When shown a contemporaneous document referring to 

the losses suffered on the Dalma Fund at the end of May 2016, Senior Manager 2 

accepted that the termination was related to those losses.  

30.9 In terms of Dalma’s systems and controls to effectively manage investment decisions 

and trading for the Dalma Fund, Senior Manager 2 stated that he assumed “everything 

was going through” Senior Manager 1 and that there were electronic parameters in 

place within the Broker’s trading platform. 

Senior Manager 1  

31. As part of its investigation, the DFSA interviewed Senior Manager 1 on three occasions: 

31.1 18 April 2019 (Senior Manager 1 Interview 1); 

31.2 20 May 2019 (Senior Manager 1 Interview 2); and 

31.3 31 July 2019 (Senior Manager 1 Interview 3). 

32. Senior Manager 1’s account of the relevant events and circumstances during the Trading 

Period differed to some extent as between his three interviews as follows: 
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32.1 Senior Manager 1 maintained throughout that he did not give access to any live 

account trading on the Dalma Fund to the Trader and that the Trader did not in fact 

carry out the Dalma Fund Trading. 

32.2 He also maintained throughout that he had conducted trading on the Dalma Fund 

during the Trading Period and that this was done in consultation with the PM and the 

Trader.  

32.3 In Senior Manager 1 Interview 1, Senior Manager 1 stated that he carried out all 

trading on the Dalma Fund during the Trading Period and that the PM did not have 

access to any live trading on the Dalma Fund prior to his employment by Dalma. 

Senior Manager 1 was, however, uncertain as to when the PM’s employment with 

Dalma actually commenced, stating that “I really don’t know… if [the PM] physically 

or actually started on June 1st or if he might have started a few days earlier or a few 

days later…” 

32.4 In Senior Manager 1 Interview 2, Senior Manager 1’s account differed in that he 

believed it was possible that the PM was given access to trade on the Dalma Fund 

prior to 1 June 2016, when his employment contract commenced.  When asked if this 

was in fact at the start of the Trading Period on 5 April 2016, i.e. two months prior to 

the commencement of the PM’s employment contract, he stated that he did not know.  

32.5 In Senior Manager 1 Interview 3, Senior Manager 1’s account as to who carried out 

the Dalma Fund Trading was that it was himself or the PM, that there is no clear record 

of when the PM started trading on the Dalma Fund, and he accepts that “it appears 

possible” and then “likely” that the PM was carrying out trading on the Dalma Fund 

before he became an employee of Dalma.  Senior Manager 1 goes on to state: “I 

understand that is potentially an issue and I’ve never denied that…” and accepts that 

equally the PM may not have started trading until after 1 June 2016. 

32.6 Senior Manager 1 maintained throughout interview that he gave the Trader access to 

one or more dummy or demo accounts that were not connected to any live trading 

(the Paper Accounts) in order for the Trader to become familiar with the Broker’s 

trading platform and carry out test trading outside of the live trading environment.  

32.7 With regard to various contemporaneous emails between the Trader and Senior 
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Manager 1 during the Trading Period that appear to refer to the Dalma Fund Trading, 

Senior Manager 1 explained that these were referring to trading on the Paper 

Accounts and/or to Senior Manager 1’s own trading on the Dalma Fund, of which the 

Trader needed to be aware in expectation that he would join Dalma at some point in 

the near future and would need access to live accounts then.  

32.8 In Senior Manager 1 Interview 3, Senior Manager 1 provided a contemporaneous 

email chain between himself and the Broker, dated 8 June 2016 with the subject 

“Sandbox Account”.  In the first email, Senior Manager 1 requests a “sandbox/test 

trading account with USD$20 million” for “some testing”.  The Broker’s reply to this 

email was to advise Senior Manager 1 that Dalma already had two test accounts in 

the names of Senior Manager 1 and Senior Manager 2, and asked if Senior Manager 

1 required an increase to the capital on these accounts. Senior Manager 1 replied that 

such an increase in the account in his name would be fine and that the PM “would like 

to do some testing before we make a major move.” 

32.9 With regard to establishing who had carried out the Dalma Fund Trading, Senior 

Manager 1 was shown the Broker Record of Trades and asked about the username 

shown to have placed all of the trades during the Trading Period (i.e. that of the Ex-

PM).  In Senior Manager 1 Interview 1, his explanation of why this showed the user 

name of the Ex-PM, and not his own user name as per his account that he carried out 

the Dalma Fund Trading, was that the system had incorrectly captured the user, or 

that “the user account is affiliated”. Senior Manager 1 stated that he had not given the 

Ex-PM’s user name to the Trader, that he believed he had logged into the system 

under his own user name to carry out the Dalma Fund Trading and stated that “…why 

their system would have registered [the Ex-PM] as the user when I was trading, I don’t 

know.” When asked if he knew the log in details of the Ex-PM, his response was “I 

don’t think so. I don’t recall”. 

32.10 In Senior Manager 1 Interview 3, when again shown the Broker Record of Trades, 

Senior Manager 1’s account of why the Ex-PM’s user name was used in respect of 

the Dalma Fund Trading differs.  His explanation was that the Ex-PM’s trading system 

(Trading Terminal) remained in operation at Dalma and that Senior Manager 1 

continued to use it to carry out the Dalma Fund Trading (which was also the case for 

the PM, to the extent that he carried out any Dalma Fund Trading).  Senior Manager 
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1 stated that the Ex-PM had been instructed to provide passwords (and had done so) 

for all users and save all of his log in details in the Trading Terminal when he left 

Dalma, so that it could continue to be used to trade following his departure.  Senior 

Manager 1 also confirmed that, to his knowledge, the Trader did not use the Trading 

Terminal.  Senior Manager 1 stated that he (Senior Manager 1) had full access to the 

Trading Terminal, and the Ex-PM’s company laptop upon which remote access to the 

Broker’s trading platform was installed. 

32.11 To support his account that the Trader did not have access to the Broker’s live trading 

platform, Senior Manager 1 referred to the Trades Document that the Trader sent to 

Senior Manager 1 on 5 April 2016 (as referred to above at item 4 of the Chronology 

at paragraph 26) on the basis that this is not a system-generated report, but rather is 

a manually created spreadsheet. Senior Manager 1 submitted that the Trades 

Document represents positions that existed on the Dalma Fund when it was created 

(on 24 March 2016) and that any person with access to the Broker’s platform would 

simply produce a report of the same from the system.  Senior Manager 1 went on to 

state that the reason for the Trader to create the Trades Document and send it to him 

and the PM was to show that he was aware of the positions placed on the Dalma 

Fund and was preparing to commence live trading for the Dalma Fund. Senior 

Manager 1 claimed that the Trades Document evidences that the Trader “clearly didn’t 

undertake any of these trades”.   

32.12 Senior Manager 1 also referred to an email entitled “Test Trades”, dated 4 April 2016, 

in which the Trader states that he cannot find three products in the Broker’s trading 

platform (as referred to above at item 4 of the Chronology at paragraph 26). Senior 

Manager 1 claimed that as these products were existing positions placed on the 

Dalma Fund in March 2016, the fact that the Trader cannot find them shows that the 

Trader is not accessing the Broker’s live trading platform.  

SUMMARY OF CONTRAVENTIONS 

33. Having regard to the facts and matters set out above, the DFSA has found that, during the 

Trading Period and the Notice Response Period respectively, Dalma committed the 

following contraventions of DFSA administered laws and Rules. 

34. Under Principle 2 (in GEN Rule 4.2.2) of the DFSA’s Principles for Authorised Firms, Dalma 
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was required to conduct its business activities with due skill, care and diligence.  During the 

Trading Period, the DFSA has found that Dalma failed to do so, in that it allowed the Trader 

to act in the capacity of managing the assets of the Dalma Fund and to carry out the Dalma 

Fund Trading, when: 

34.1 the Trader was not employed by Dalma or under any legal contractual obligation or 

other similar duty to Dalma; 

34.2 there were no reasonable grounds to believe that the Trader had the sufficient 

competency, capability, skill, knowledge and seniority required to manage the assets 

of the Dalma Fund and to carry out the Dalma Fund Trading; and  

34.3 there were no arrangements in place at Dalma that would satisfy the requirements for 

outsourcing activities directly related to Financial Services, such as those required by 

GEN Rule 5.3.22 (e.g. comprehensive outsourcing policies and an appropriate written 

outsourcing contract) or by GEN Rule 5.3.21 (e.g. effective supervision of the 

outsourced activities). 

35. Accordingly, as a result of the conduct summarised in paragraph 34 above, the DFSA has 

found that Dalma contravened Principle 2 during the Trading Period.   

36. Further, when asked by the DFSA on three occasions to provide relevant information about 

the Dalma Fund Trading, the DFSA has found that it was provided with information that was 

false, misleading and deceptive, and relevant information was concealed from the DFSA 

where the concealment of such information was likely to mislead or deceive the DFSA.   

37. Under Article 66 of the Regulatory Law 2004, a person shall not: 

37.1 provide information which is false, misleading or deceptive to the DFSA; or 

37.2 conceal information where the concealment of such information is likely to mislead or 

deceive the DFSA. 

38. As set out above, through the 1st, 2nd and 3rd Notices, the DFSA required Dalma to provide 

certain information.  The DFSA has found that Dalma’s responses to these Notices included 

or omitted information that was misleading or deceptive to the DFSA.  In particular: 

38.1 Dalma’s 1st Response wrongly implied that neither the Trader nor the PM had access 
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to any live trading systems of Dalma during the Trading Period; 

38.2 Dalma’s 2nd Response concealed information as to the identity of the individual who 

undertook trades on the Dalma Fund from 1 March 2016 to 1 June 2016; and  

38.3 in Dalma’s 3rd Response, with regard to the identity of persons whom Dalma allowed 

to undertake trades on the Dalma Fund from 1 March 2016 to 1 June 2016: 

38.3.1 information was provided that was false or misleading as to the identity of 

such persons; and  

38.3.2 information was concealed regarding the individual who had carried out the 

Dalma Fund Trading. 

39. Accordingly, the DFSA has found that, in Dalma’s 1st, 2nd and 3rd Responses, the DFSA was 

provided with information that was false, misleading and deceptive and relevant information 

was concealed from the DFSA where the concealment of such information was likely to 

mislead or deceive the DFSA.  As a result, the DFSA has found that Dalma contravened 

Article 66 of the Regulatory Law 2004.   

ACTION 

40. In proposing to take the action set out in this Notice, the DFSA has taken into account the 

factors and considerations set out in sections 6-2 and 6-3 of the DFSA’s Regulatory Policy 

and Process Sourcebook (RPP). 

41. The DFSA considers the following factors to be of particular relevance in this matter: 

41.1 the DFSA’s objectives, in particular: 

41.1.1 to prevent, detect and restrain conduct 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 (Article 

8(3)(d)); and 

41.1.2 to protect direct and indirect users and prospective users of the financial 

services industry in the DIFC (Article 8(3)(e)); 
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41.2 the nature and seriousness of the contraventions;  

41.3 the conduct of Dalma following the initial contravention during the Trading Period, i.e. 

misleading the DFSA during the Notice Response Period in order to conceal, or 

reduce the seriousness of, the misconduct; 

41.4 the deterrent effect of the action and the importance of deterring Dalma and others 

from committing further or similar contraventions. 

42. The DFSA has considered the sanctions and other options available to it and has concluded 

that the Fine is the most appropriate action given the circumstances of this matter. 

Determination of the Fine 

43. In determining the appropriate level of financial penalty to impose in this matter, the DFSA 

has considered the factors and considerations set out in Sections 6-4 and 6-5 of the RPP 

as follows: 

Step 1 – Disgorgement  

44. This step is not considered relevant as the DFSA has not identified any financial benefit to 

Dalma as a result of the misconduct. The figure after Step 1 is therefore USD 0. 

Step 2 – The seriousness of the contraventions  

45. The DFSA considers Dalma’s contraventions to be particularly serious because: 

45.1 Dalma’s senior management, i.e. Senior Manager 1, was aware of the contraventions, 

in that he: 

45.1.1 arranged for and allowed the Trader to carry out the Dalma Fund Trading, 

whilst knowing that the Trader was not suitably qualified and experienced, 

and was not employed by, or otherwise contractually obligated to, Dalma; 

45.1.2 was involved in and responsible for providing Dalma’s 1st, 2nd and 3rd 

Responses; and 

45.1.3 foresaw, or could reasonably have foreseen, that the consequences of his 

actions in each case would result in a contravention;  
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45.2 Dalma deliberately and repeatedly, over three separate occasions and a significant 

period of time, provided misleading and deceptive information to the DFSA and 

concealed information, such that it was likely to mislead or deceive the DFSA; and  

45.3 the contravention of Authorised Firm Principle 2 by Dalma resulted in a loss to 

investors in the Dalma Fund. 

46. Taking the above factors into account the DFSA considers that a financial penalty of 

USD170,000 appropriately reflects the seriousness of the contraventions.  This penalty 

represents an amount of USD150,000 in respect of contraventions related to misleading the 

DFSA and USD20,000 in respect of the breach of Principle 2.  

47. Therefore, after this step, the total financial penalty amount is USD170,000. 

Step 3 – Mitigating and aggravating factors  

48. In considering the appropriate level of the financial penalty, the DFSA had regard to the 

circumstances of this matter and the factors set out in RPP 6-5-8.  The DFSA considers that 

there are no aggravating or mitigating factors in this matter. 

49. This results in the overall penalty figure after Step 3 remaining at USD170,000.  

Step 4 – Adjustment for deterrence 

50. Pursuant to RPP 6-5-9, if the DFSA considers that the level of the financial penalty which it 

has arrived at after Step 3 is insufficient to deter the individual who committed the 

contravention, or others, from committing further or similar contraventions, then the DFSA 

may increase it.  RPP 6-5-9 sets out the circumstances where the DFSA may do this. 

51. The DFSA considers that the figure after Step 3 is sufficient for the purposes of deterring 

Dalma and others from committing further or similar contraventions.  Accordingly, the DFSA 

considers that it is not appropriate to adjust the amount of the financial penalty arrived at 

after Step 3 for the purposes of deterrence. 

52. Accordingly, the figure after Step 4 remains at USD170,000. 

Step 5 – Settlement discount 

53. Where the DFSA and the person on whom the financial penalty is to be imposed agree on 
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the amount and other terms, RPP 6-5-10 provides that the amount of the financial penalty 

(excluding any disgorged benefits) which might otherwise have been payable will be 

reduced to reflect the stage at which agreement is reached. 

54. The DFSA and Dalma have not reached agreement on the relevant facts and matters relied 

on, or the amount of fine to be imposed and therefore no settlement discount is available at 

this stage.   

55. Accordingly, the figure after Step 5 remains at USD170,000. 

The level of the Fine imposed 

56. Given the factors and considerations set out in paragraphs 40 to 55 above and the 

circumstances of this matter, the DFSA has decided that it is proportionate and appropriate 

to impose on Dalma the Fine of USD170,000.  

PROCEDURAL MATTERS 

Decision Making Committee 

57. The decision to which this Notice relates was made by the Decision Making Committee of 

the DFSA. 

58. This Notice is given to Dalma under paragraph 5 of Schedule 3 to the Regulatory Law 2004. 

Manner and time for payment 

59. The Fine must be paid to the DFSA no later than 60 days from the date of this Notice. 

60. If any or all of the Fine is outstanding after the due date, the DFSA may seek to recover the 

outstanding amount as a debt owed by you and due to the DFSA. 

Evidence and other material considered 

61. Annex B sets out extracts from some statutory and regulatory provisions and guidance 

relevant to this Notice. 

62. In accordance with paragraphs 5(2) and 5(3) of Schedule 3 to the Regulatory Law 2004, 

the DFSA has considered the following materials in making its decision: 
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a. the relevant materials provided with the Preliminary Notice; 

b. the materials provided on your behalf on March 18 2021; 

c. the written representations made on your behalf on 11 April 2021 and the materials 

provided with those representations; 

d. the materials provided on your behalf on 10 May 2021;  

e. the Enforcement response dated 20 May 2021 to the representations referred to in 

(c) and the materials provided with that response; 

f. the representations made on your behalf and Enforcement’s behalf at the oral 

representations meeting on 7 and 8 September 2021 and the materials provided at 

the meeting; and 

g. the written representations made on your behalf on 26 September 2021 and the 

materials provided with those representations.  

Representations 
 
63. Under Paragraph 4(1) of Schedule 3 of the Regulatory Law 2004, you were given the 

opportunity to make representations to the DFSA in person and in writing concerning the 

DFSA’s decision. 

64. Written representations on your behalf were submitted to the DFSA on 11 April 2021.  

65. Enforcement was given an opportunity to comment on the written representations made on 

your behalf and provided a written response on 20 May 2021.  

66. Representations were then made in person to the DFSA your behalf and on Enforcement’s 

behalf on 7 and 8 September 2021. 

67. Further written submissions on your behalf were submitted to the DFSA on 26 September 

2021 

68. Annex A contains a summary of the main points made on your behalf in your 

representations and the DFSA’s responses on those points. In making the decision the 



26 
 

DFSA has taken into account all of the representations made on your behalf, whether or not 

set out in Annex A. 

Referral to FMT 

69. Under Articles 29, 59(6) and 90(5) of the Regulatory Law, you have the right to refer the 

matter to the FMT for review. The FMT is operationally independent of the DFSA and has 

the power to conduct a full merits review of the matter. 

70. Should you wish to have this matter reviewed by the FMT, you must exercise that right 

within 30 days of the date of this decision. 

71. Proceedings before the FMT are commenced by submitting a Notice of Appeal (Form FMT 

1) to the registrar of the FMT. The fee specified in section 4.2 of the Fees Module of the 

DFSA Rulebook must also be paid to the DFSA at the same time as the Notice of Appeal is 

filed with the registrar of the FMT. 

72. The FMT Rules of Procedure, as well as the template of Form FMT 1, which includes the 

Registrar’s contact details, can be found on the DFSA’s website at 

https://www.dfsa.ae/about-dfsa/our-structure/financial-markets-tribunal.  

73. Please note that under Paragraph 26 of the FMT Rules of Procedure, you must send a copy 

of Form FMT 1 to the DFSA on the same date it is filed with the Registrar of the FMT. 

Publicity 

74. Under Article 116(2) of the Regulatory Law 2004, the DFSA may publish, in such form and 

manner as it regards appropriate, information and statements relating to decisions of the 

DFSA and of the Court, censures, and any other matters which the DFSA considers relevant 

to the conduct of affairs in the DIFC. 

75. RPP 5-17-2 is relevant to the publication of information about the matter to which this Notice 

relates. It provides that the DFSA will generally publish, in such form and manner as it 

regards appropriate, information and statements relating to enforcement actions.   

76. RPP 5-17-9 to 5-17-11 are also relevant to when information will be published about a 

matter that may be referred to the FMT. 

https://www.dfsa.ae/about-dfsa/our-structure/financial-markets-tribunal
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77. As the DFSA has decided to give you a Decision Notice, your representations may 

ultimately be made public in the event that this Decision Notice is published.  

DFSA contacts 

78. For more information concerning this matter generally, please contact the Administrator to 

the DMC on +971 4 362 1681 or by email at DMC@dfsa.ae. 

 
Signed: 
 

……………………….. 
Brad Douglas 
On behalf of the Decision Making Committee of the DFSA 
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Annex A 

 
Representations 

 
 
A summary of the main points made by Dalma are in italics. The Decision Maker’s response on 
those points are set out under the italicised text. 
 
Issue 1 – Did Dalma arrange for and permit live trades to be placed on the Dalma Fund by 
the Trader?  
 
1. Dalma denies that it arranged for and permitted live trades to be placed on the Dalma Fund 

by the Trader during the Trading Period. Dalma submits that Senior Manager 1 alone placed 
live trades on the Dalma Fund during the trading period, and at times, in consultation with the 
Trader and the PM. Senior Manager 1 did not provide either the Trader or the PM with access 
to live trading on the Dalma Fund or either of them with the Ex-PM’s password for live trading. 
 

2. Dalma submits that the Trader was only given access to demo accounts and sandbox 
systems.  
 

3. Dalma submits that the firm cannot exclude the possibility that over the Trading Period, some 
of the transactions on the Dalma Fund may have been conducted by the Trader and/or the 
PM without Senior Manager 1’s authorisation or knowledge. 
 

4. Dalma also submits that the firm cannot exclude the possibility that access details provided 
for the intention of demo account trading could have, without Senior Managers 1’s knowledge, 
resulted in the PM and the Trader gaining access to live trading. 
 

5. The PM, to whom the Trader reported at Company X, was at all times responsible for 
supervising the Trader during the Trading Period. 
 

6. Dalma further disputes the DFSA’s interpretation of email correspondence and documents 
supporting the chronology of events and circumstances. Dalma submits that these emails and 
documents are consistent with and equally capable of supporting Dalma’s own account of 
events. 
 

7. The DFSA considers that there is sufficient evidence to conclude that, during the Trading 
Period, the Trader was given access by Dalma and specifically Senior Manager 1, to live 
trading systems at Dalma, and the Trader, with the knowledge and involvement of Senior 
Manager 1, used that access to carry out live trading on the Dalma Fund. For example, in 
their corresponding interviews: 
 

i. the PM submits that the Trader had told him that he had been given the passwords by 
Dalma to be able to trade for and manage the Dalma Fund. The PM further said that 
he was not aware of anyone other than the Trader placing trades for the Dalma Fund 
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during the Trading Period, and that he was not aware of Senior Manager 1 carrying 
out any trading; and 
 

ii. the Trader confirms that Senior Manager 1 gave him a login/username and the 
passwords to be able to trade on the Dalma Fund. The Trader stated that the name of 
the Ex-PM was given to him by Senior Manager 1 to use as a login. The Trader said 
that he regularly communicated with Senior Manager 1 to request new instruments to 
be added to the trading platform in order to trade them and that Senior Manager 1 and 
the PM were aware of his trading positions on a daily basis. The Trader said that he 
was not aware of any trading being done by Senior Manager 1 during the Trading 
Period.  
 

8. There is clear documentary evidence that supports the accounts given by the Trader and the 
PM in compulsory interviews that Dalma and specifically Senior Manager 1 permitted and 
arranged for the Trader to carry out live trading on the Dalma Fund during the Trading Period. 
For example, on 4 April 2016, Senior Manager 1 sent an email to the Trader, in which he 
stated, “I will work with you to set up [the Broker] tomorrow and you can begin trading there.” 
Then, on 5 April 2016, after the Trader requested Senior Manager 1 to enquire about certain 
instruments on the Broker’s platform, which Senior Manager 1 subsequently confirmed had 
been added, two of those instruments were then traded on the Dalma Fund, and the Trader 
sent an email to Senior Manager 1 confirming, “Now we have live future trading through [the 
Broker].” 
 

9. Contrary to Dalma’s submission that the Trader only traded in a demo/sandbox environment, 
the contemporaneous evidence shows that the Trader had in fact placed live trades on the 
Dalma Fund during the Trading Period. Dalma submits that certain trades in the Trades 
Document, which was sent by the Trader to Senior Manager 1 on 5 April 2016, were not 
executed because “the syntax in the Trader’s Table was inaccurate”. The DFSA could find no 
evidence that “syntax” differences had prevented the execution of certain trades. Those trades 
were recorded as live trades on the Dalma Fund that day, in the size and direction indicated 
in the Trades Document, and were evidenced in the relevant net asset value statement.  
 

10. Furthermore, on 2 May 2016, the PM sent an email to Senior Manager 2 referring specifically 
to the Trader’s trading performance on the Dalma Fund. Also, on 14 June, Senior Manager 2 
sent an email to an individual at Company X regarding the costs incurred as a result of the 
anticipated hire of the Trader by Dalma and the status of the Dalma Fund. In the email he 
states that the PM “took off [the Trader’s] positions, which did prevent loss.” 
 

11. The DFSA does not accept Dalma’s interpretation of email correspondence as interpreted to 
be consistent with Dalma’s own account of events. The DFSA is of the view that the email 
correspondence is clear, that Senior Manager 1 gave the Trader access to live future trading 
and that Dalma has interpreted many of the emails out of context. The emails form part of 
chains of emails and therefore must be read in the context of the chains of which they form 
part and not read in isolation. For example, on 5 April 2016, the Trader sent an email to Senior 
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Manager 1 confirming, “Now we have live future trading through [the Broker]”. Dalma submits 
that by referring to “we”, rather than “I”, the Trader is referring to the Trader, Senior Manager 
1 and the PM and that any of these individuals may have traded, not just the Trader. The 
DFSA disagrees with this view and contends that it is unlikely that the Trader would have used 
“I” in the context of these emails when referring to the trading activities of the Dalma Fund. 
The Trader was not trading for himself in a personal capacity, but was trading on behalf of the 
Dalma Fund and therefore his use of “we” is understandable. 
 

12. The DFSA does not accept Dalma’s submission that the firm cannot exclude the possibility 
that over the Trading Period, some of the transactions on the Dalma Fund may have been 
conducted by the Trader and/or the PM without Senior Manager 1’s authorisation or 
knowledge. If this was the case, then it is reasonable to conclude that Senior Manager 1 would 
have queried the trades in the net asset value statement, which he received every month.  
 

13. As regards the assertion made by Dalma that the PM was at all times responsible for the 
Trader during the Trading Period, the DFSA considers that there is no basis for this assertion 
as there was no contractual or any other legal arrangement in place with the Trader. Further, 
on the evidence, Dalma did arrange for and permit the Trader to carry out live trading on the 
Dalma Fund during the Trading Period. Therefore, the question of who the Trader reported 
to, is not material.  

Issue 2 – Was the Trader employed by, or under any legal contractual obligation or similar 
duty to, Dalma during the Trading Period? 
 
14. Dalma submits that the Trader was, by virtue of his conduct, employed by or contractually 

obligated to Dalma throughout the Trading Period and, in the alternative, that the DFSA has 
failed to prove to the requisite standard that the Trader was not employed or contractually 
obligated to Dalma throughout the Trading Period.  
 

15. Dalma submits that accordingly, the DFSA has failed to prove that, in this respect, Dalma, 
failed to conduct its business activities with due skill, care and diligence, contrary to Principle 
2 (in GEN Rule 4.2.2) of the DFSA’s Principles for Authorised Firms. 
 

16. The basis of Dalma’s contention is that under English common law, it is possible to accept a 
contract offer by virtue of conduct 
 

17. In support of Dalma’s argument, the firm submits that: 
 

i. employment transfer agreements had been drafted in March 2016, the substance of 
which stipulated that the PM assisted by the Trader would transfer from Company X, 
to be employed by Dalma to trade on the Dalma Fund. 
 

ii. between March 2016 and May 2016, there were numerous iterations of the draft 
contract, which reflected ongoing negotiations between the parties on aspects of their 
employment, such as medical health cover. However, the substance of these draft 
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contracts remained the same, namely that the PM and Trader would transfer to Dalma 
and that they would be employed by Dalma to trade on the Dalma Fund or another 
Dalma fund. 
 

iii. Although the agreements were not signed by the PM and the Trader, the parties, by 
their conduct from March 2016 onwards, demonstrated their acceptance of the terms 
contained therein. 

 
18. The DFSA does not accept Dalma’s argument that all the requirements were in place to form 

a legally binding contract. Specifically, certainty of terms, and consideration between the 
parties were absent. The documentary evidence shows that the parties were making 
preparations for the intended employment of the Trader at some point in the near future, once 
the terms of that employment were agreed. However, there was a fundamental lack of 
certainty of terms as a result of which there was no contractual relationship between Dalma 
and the Trader. For example, material terms such as those relating to remuneration, hours of 
work, notice and leave entitlement were far from being settled.  
 

19. There is also no evidence that the Trader was ever promised any compensation, as an 
employee or otherwise, in return for the services he provided in carrying out the Dalma Fund 
Trading. Without such consideration from Dalma, a legally binding agreement cannot have 
been formed. 
 

20. During the Trading Period, the Trader remained an employee of Company X, including 
receiving a salary from and being provided with medical insurance by Company X. Had the 
transfer of his employment to Dalma occurred during the Trading Period, (as asserted by 
Dalma), Dalma would have been contractually required to meet those obligations.  

Issue 3 – Was the Trader suitably qualified and experienced to manage the assets of the 
Dalma Fund and to place live trades? 
 
21. Dalma submits that if (which is denied), the Trader is found to have placed the trades, then 

he was suitably qualified and experienced to do so. 
 

22. Dalma submits that the Trader had been acting as a trader for Company X since 2014. During 
his time at the company, he traded actively and was authorised to trade independently, and 
did so without supervision for assets of up to USD 44.5 million, an amount considerably in 
excess of the Dalma Fund’s total share capital in 2016, and generated profits of USD 
362,124.68. While at Company X, the Trader engaged in trading activity with a UK FCA 
regulated firm and acquired considerable expertise in quantitative trading and computer 
programming.  
 

23. The DFSA is of the view that the Trader was not suitably qualified and experienced to place 
live trades on the Dalma Fund and manage the assets of the Dalma Fund.  Prior to the Trading 
Period, the Trader’s experience in trading and financial markets included a four-month 
internship in a financial services company in 2013 and assisting another trader to carry out 
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proprietary trading at Company X in 2014. His experience at Company X did not include 
trading for a Fund. The Trader therefore had only completed a four-month internship in a 
financial services company and less than two years financial services experience at an 
unregulated company, Company X, in March/April 2016, immediately prior to the Trading 
Period. Further, the DFSA considers that reference to an example of proprietary trading 
activity carried out by the Trader at Company X is not relevant to the question of whether or 
not he had sufficient knowledge and experience to manage the assets of the Dalma Fund.  

Issue 4 – Do the losses sustained by the Trader in May 2016 show that Dalma failed to 
conduct its business activities with due skill, care and diligence?  

24. Dalma submits that the DFSA contends or at least implies that losses sustained by the Trader 
in May 2016 can be used as evidence to show that Dalma failed to conduct its business 
activities with due skill, care and diligence. Dalma submits that this is not the case as the 
Fund’s performance during the relevant period was in line with expectations.  
 

25. It is not the fact that the Trader sustained losses that of itself evidences a failure by Dalma to 
conduct its business with due skill, care and diligence. The DFSA considers that Dalma’s 
failure to conduct its business with due skill, care and diligence is demonstrated by the fact 
that Dalma did not put in place adequate arrangements to manage the Dalma Fund Trading, 
such as a contractual relationship (whether employment or otherwise) with the Trader and 
arrangements to sufficiently supervise the Trader’s activities. It is further noted that Dalma did 
not eventually employ the Trader due to the losses caused by the Dalma Fund Trading.   

Issue 5 – Did Dalma provide (and continue to provide) false, misleading and deceptive 
information to the DFSA, and conceal information such as to mislead or deceive the DFSA? 
 
26. Concerning breaches of Article 86 of the Regulatory law, Dalma denies that during the Notice 

Response Period the firm provided or continued to provide false, misleading and deceptive 
information to the DFSA, and/or concealed information, such as to mislead or deceive the 
DFSA.   
 

27. Dalma submits that during the Notice Respond Period, the firm endeavoured to be thorough 
and systematic in its searches and to the extent that such information was available, the firm 
provided the DFSA with all the relevant information requested. 
 

28. Dalma’s responses to the notices included or omitted information that was misleading and 
deceptive to the DFSA.  For example, Dalma wrongly implied that that neither the Trader nor 
the PM had access to any live trading systems and concealed information as to the identity of 
the individual who undertook the live trading on the Dalma Fund.  
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Issue 6 – Has the DFSA placed considerable reliance on statements made or information 
provided by the PM and the Trader to support its conclusions and recommendations in 
relation to Dalma?  
 
29. Dalma submits that the DFSA has relied heavily on information provided by the PM prior to 

and during his interview on 29 May 2018 which seeks to implicate Dalma. Dalma submits that 
many aspects of the PM’s explanation are unreliable and that his account should be rejected 
when considering the case against Dalma. 
  

30. Dalma also questions the credibility of the Trader, making the argument that he wasn’t 
interviewed under oath, and has a poor memory of events and the test trading systems, 
demonstrating that he is unable to differentiate between the test trading and live trading in his 
memory of events and could have easily conflated the two. 
 

31. The DFSA has only relied on the evidence of the PM to the extent that it was corroborated by 
the evidence of the Trader, or where there are documents such as emails supporting that 
evidence.  
 

32. The email correspondence supporting the chronology of events and circumstances during the 
Trading Period corroborates the accounts of the Trader and the PM confirming that the Trader 
was permitted by Dalma and Senior Manager 1 to place trades on the Dalma Fund. For 
example, on 5 April 2016, a document was forwarded to Senior Manager 1 outlining a set of 
test trades.  When asked about this document, the Trader had specific recollections of trading 
that he carried out and confirmed that the document related to a number of test trades which 
were low volume trades designed to ensure that the various different instruments could be 
successfully executed ahead of fully implementing the chosen trading strategy.   

 
33. In respect of the Trader, the lack of an oath in itself does not undermine credibility. Further, if 

the Trader provided false, misleading or deceptive information to the DFSA, he would be liable 
for penalties and sanctions whether or not he was under oath. The DFSA considers that the 
Trader’s memory is equally as reliable as the memories of other interviewees.   

Issue 7 – Has the burden of proof been discharged by the DFSA? 

34. Dalma submits that the credibility of the Trader and the PM has been so undermined as to 
make their evidence on the primary facts of the case against Dalma improbable.  
 

35. Dalma further submits that the seriousness of the allegations made against Dalma by the 
DFSA, makes the accounts of events alleged by the Trader and the PM less likely and that 
therefore the burden of proof has not been discharged. 
 

36. The DFSA accepts that the standard of proof is on a balance of probabilities applied to the 
likelihood of whether Dalma committed the contraventions alleged. However, it is incorrect to 
apply that standard of proof to the assessment of the witnesses’ credibility.  
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37. The DFSA has assessed the strength of the Trader’s and the PM’s evidence, together with all 
of the other available evidence to arrive at the conclusions set out in this Notice on a balance 
of probabilities about whether the contraventions occurred. The accounts provided by the 
Trader and the PM add to (or detract from) the strength of the evidence. The accounts 
themselves are not made less (or more) likely by the seriousness of the allegations.   

Issue 8 – Mitigation on behalf of Dalma   
 
38. Dalma submits that the DFSA should give adequate weight to the firm’s following mitigation 

factors: 
 

i. Dalma continues as a profitable going concern; 
ii. Dalma has received a number of fund management awards; and 
iii. Dalma’s success and excellent reputation in the financial markets.  

39. The DFSA considers the action taken (as set out in paragraphs 40 to 56 of this Notice) against 
Dalma to be appropriate, proportionate and in accordance with its guidelines set out in the 
DFSA’s Regulatory Policy and Process Sourcebook.  
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ANNEX B – RELEVANT STATUTORY AND REGULATORY PROVISIONS 
______________________________________________________________________ 

1. RELEVANT LEGISLATION 

Regulatory Law 2004 No.  1 of 2004 (Regulatory Law 2004 2004) 

Article 8(3) of the Regulatory Law 2004 2004 sets out the DFSA’s objectives.   

8. The Powers, Functions and Objectives of the DFSA  

(…)  

(3) In performing its functions and exercising its powers, the DFSA shall pursue the following 
objectives:  

(…) 

(d) to prevent, detect and restrain conduct 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;  

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

(…) 

66. False or Misleading Information  

A person shall not:  

(a) provide information which is false, misleading or deceptive to the DFSA; or  

(b) conceal information where the concealment of such information is likely to mislead or deceive 
the DFSA. 

73. Powers to Obtain Information 

(1) The DFSA may require an Authorised Person, DNFBP, Domestic Fund, Registered Auditor or 
any director, officer, employee or agent of such person by written notice to: 

(a) give, or procure the giving of, such specified information; or 

(b) produce, or procure the production of, such specified documents; 

to the DFSA as the DFSA considers necessary or desirable to meet the objectives of the DFSA. 

(2) The DFSA may require any Authorised Person, Domestic Fund, DNFBP or Registered Auditor 
to allow the DFSA to enter its premises during normal business hours or at any other time as may 
be agreed for the purpose of inspecting and copying information or documents stored in any form 
on such premises, as it considers necessary or desirable to meet the objectives of the DFSA. 
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(3) The DFSA may exercise its powers under this Article 73 in respect of any person specified in 
Article 73(1) or (2) within, or outside of, the DIFC. 

(4) Information given or a document produced as a result of the exercise by the DFSA of powers 
under this Article is admissible in evidence in any proceedings, provided that any such information 
or document also complies with any requirements relating to the admissibility of evidence in such 
proceedings. 

78. Power of the DFSA to conduct an investigation  

(1) The DFSA may conduct such investigation as it considers appropriate and expedient under 
Chapter 2 of Part 5:  

(a) where it has reason to suspect that a contravention of the Law or of the Rules or of any other 
legislation administered by the DFSA is being or may have been committed; or  

(b) further to a request made under Article 39.  

(2) A person is entitled to legal representation during the course of an investigation. 

90. Sanctions and directions 

(1) Where the DFSA considers that a person has contravened a provision of any legislation 
administered by the DFSA, other than in relation to Article 32, the DFSA may exercise one or 
more of the powers in Article 90(2) in respect of that person. 

(2) For the purposes of Article 90(1) the DFSA may: 

(a) fine the person such amount as it considers appropriate in respect of the contravention; 

(b) censure the person in respect of the contravention; 

(c) make a direction requiring the person to effect restitution or compensate any other person 
in respect of the contravention within such period and on such terms as the DFSA may direct; 

(d) make a direction requiring the person to account for, in such form and on such terms as 
the DFSA may direct, such amounts as the DFSA determines to be profits or unjust enrichment 
arising from the contravention; 

(e) make a direction requiring the person to cease and desist from such activity constituting 
or connected to the contravention as the DFSA may stipulate; 

(f) make a direction requiring the person to do an act or thing to remedy the contravention or 
matters arising from the contravention; or 

(g) make a direction prohibiting the person from holding office in or being an employee of any 
Authorised Person, DNFBP, Reporting Entity or Domestic Fund. 

(…) 
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(5) If the DFSA decides to exercise its power under this Article in relation to a person, the 
person may refer the matter to the FMT for review. 

116. Publication by the DFSA  

(2) The DFSA may publish in such form and manner as it regards appropriate information and 
statements relating to decisions of the DFSA and of the Court, censures, and any other matters 
which the DFSA considers relevant to the conduct of affairs in the DIFC. 

2. RELEVANT DFSA RULEBOOK PROVISIONS 

General Model (GEN) 

Chapter 4 – Core Principles 

(…) 

4.2  The Principles for Authorised Firms 

Principle 2 - Due skill, care and diligence  

4.2.2 In conducting its business activities an Authorised Firm must act with due skill, care and 
diligence.  

(…) 

Chapter 5 – Management, Systems and Controls  

5.3 Systems and Controls  

Outsourcing  

5.3.21  

(1) An Authorised Person which outsources any of its functions or activities directly related to 
Financial Services to service providers (including within its Group) is not relieved of its regulatory 
obligations and remains responsible for compliance with legislation applicable in the DIFC.  

(2) The outsourced function under this Rule shall be deemed as being carried out by the 
Authorised Person itself.  

(3) An Authorised Person which uses such service providers must ensure that it:  

(a) has undertaken due diligence in choosing suitable service providers;  

(b) effectively supervises the outsourced functions or activities; and  

(c) deals effectively with any act or failure to act by the service provider that leads, or might lead, 
to a breach of any legislation applicable in the DIFC.  

5.3.22  
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(1) An Authorised Person must inform the DFSA about any material outsourcing 
arrangements.  

(2) An Authorised Person which has a material outsourcing arrangement must: 

(c) establish and maintain comprehensive outsourcing policies, contingency plans and 
outsourcing risk management programmes;  

(d) enter into an appropriate and written outsourcing contract; and  

(e) ensure that the outsourcing arrangements neither reduce its ability to fulfil its obligations to 
customers and the DFSA, nor hinder supervision of the Authorised Person by the DFSA.  

(3) An Authorised Person must ensure that the terms of its outsourcing contract with each 
service provider under a material outsourcing arrangement require the service provider to:  

(a) provide for the provision of information under section 11.1 in relation to the Authorised Person 
and access to their business premises; and  

(b) deal in an open and co-operative way with the DFSA.  

 

3. OTHER RELEVANT REGULATORY PROVISIONS 

The DFSA’s policy in relation to the following is set out in the DFSA’s Regulatory Policy and 
Process Sourcebook (RPP) (February 2020 Edition): 

• its approach to authorisation, including assessing the fitness and propriety of Authorised 
Individuals and its powers with regard to Controllers, is set out at Chapter 2; 

• its approach to supervisory and enforcement powers, including its power to restrict 
individuals, is set out in Chapter 4; 

• its approach to enforcement is set out in Chapter 5; and  

• its approach to imposing a penalty, which includes a financial penalty, and the matters that 
the DFSA will take into account when determining a penalty, is set in Chapter 6. 
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ANNEX C – DEFINITIONS 

______________________________________________________________________ 

Defined Term As Defined in the Notice  

1st Notice 
A notice under Article 73 of the Regulatory Law 2004 exercising 
the DFSA’s powers to require documents and information from 
Dalma dated 23 July 2017 

2nd Notice 
A notice under Article 73 of the Regulatory Law 2004 exercising 
the DFSA’s powers to require documents and information from 
Dalma dated 25 April 2018 

3rd Notice 
An email sent by the DFSA on 28 June 2018 to Dalma informing 
the firm that it considered that Dalma had not fully complied with 
the 2nd Notice, and that further information was required  

Broker  The primary broker used by Dalma to place trades for the Fund  

Broker Record of 
Trades 

The record of trades placed on the Fund provided by the Broker 

Company X 
A non-regulated company registered in the DIFC, which 
employed the PM and Trader prior to and during the Trading 
Period 

Dalma Dalma Capital Management Ltd 

Dalma Fund  
A Collective Investment Scheme managed by Dalma, which was 
the fund in relation to which the contraventions detailed in the 
Notice were committed 

Dalma Fund 
Trading 

Live trading carried out by the Trader on the Dalma Fund during 
the Trading Period 

Dalma’s 1st 
Response  

The detailed narrative document summarising the background 
and circumstances that Dalma considered relevant to responding 
to the 1st Notice  

Dalma’s 2nd 
Response  

Dalma’s response to the 2nd Notice, sent on 20 May 2018 by way 
of a narrative set out in an email and various attachments 

Dalma’s 3rd 
Response 

Dalma’s response to the 3rd Notice by way of an email to the 
DFSA dated 5 July 2018 
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Defined Term As Defined in the Notice  

Enforcement  The Enforcement division of the DFSA 

Ex-PM 
The employee of Dalma who was responsible for managing the 
assets of the Dalma Fund, up until the time that he left Dalma 
prior to the Trading Period 

Fine 
The financial penalty imposed on Dalma, as described in 
paragraph 1 of the Notice. 

Named Securities  
Thirteen bond, treasury and crude oil securities listed in the 
Trades Document, eleven of which are traded on the Dalma Fund 
on 5 April 2016 

NAV The monthly Net Asset Value statement of the Dalma Fund 

Negotiation Period  
The period around February to May 2016 in which Dalma was 
seeking to recruit the PM and the Trader from Company X  

Notice This Decision Notice 

Notice Response  
Period  

From 14 August 2017 to 5 July 2018, being the period over which 
the contraventions by Dalma related to misleading or deceiving 
the DFSA were committed in relation to its response to the 
Notices, as described in paragraph 4.2 of the Notice  

Paper Accounts 
One or more demo or “sandbox” accounts to which Senior 
Manager 1 claims he gave the Trader access during the Trading 
Period  

PM 
A portfolio manager at Company X, whom Dalma was seeking to 
recruit and ultimately became an employee of Dalma on 1 June 
2016 

Prospective 
Futures Fund 

A proposed futures fund that was under development at Dalma 
during the Negotiation Period  

Prospective 
Managed Account 

A proposed managed account of Company X that was under 
development at Dalma during the Negotiation Period 

Regulatory Law 
2004 

Regulatory Law 2004 DIFC Law No 1 of 2004 (as amended) 

Senior Manager 1  A member of Dalma’s senior management as described at 
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Defined Term As Defined in the Notice  

paragraph 7.1 of the Notice  

Senior Manager 1 
Interview 1 The first DFSA interview of Senior Manager 1 on 18 April 2019 

Senior Manager 1  
Interview 2 

The second DFSA interview of Senior Manager 1 on 20 May 2019 

Senior Manager 1 
Interview 3 

The third DFSA interview of Senior Manager 1 on 31 July 2019 

Senior Manager 2 
A former member of Dalma’s senior management as described 
at paragraph 7.2 of the Notice  

Trader A junior trader at Company X, whom Dalma was seeking to 
recruit and who carried out the Dalma Fund Trading 

Trades Document 
The document sent by the Trader to Senior Manager 1 on 5 April 
2016, containing a set of trades, as described at item 4 of the 
Chronology at paragraph 26 of the Notice 

Trading Period  
From 5 April 2016 to 6 June 2016, being the period over which 
the Dalma Fund Trading and the contravention of Principle 2 by 
Dalma persisted, as described in paragraph 4.1 of the Notice 

Trading Terminal 
The trading system and equipment used by the Ex-PM (whilst he 
was employed at Dalma) to place trades with the Broker on the 
Dalma Fund  

USB Material 
The large volume of material provided by Dalma to the DFSA  
which comprised documents and information required by the 1st 
Notice 
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