DECISION NO (66/R) OF 2007
CONCERNING

THE RULES AND THE MECHANISM FOR THE SEPARATION OF ACCOUNTS WITH BROKERS

The President of the Board of Directors of the Securities & Commodities Authority,

Having considered Federal Law No. (4) of 2000 concerning the Emirates Securities & Commodities Authority and Market, and the amendments thereto,

Federal Decree No.(10) of 2006 promulgated on 11/2/2006 concerning the Composition of the Council of Ministers,

Council of Ministers Decision No. (194/15) of  2006 promulgated on 26/06/2006 concerning the Composition of the Board of Directors of the Securities & Commodities Authority,

Council of Ministers Decision No. (13) of  2000 concerning the Regulations as to the Functioning of the Securities & Commodities Authority, and the amendments thereto,

Authority’s Board of Directors Decision No. (1) of 2000 concerning the Regulations as to Brokers, and the amendments thereto,

Authority’s Board of Directors Decision No. (2) of 2001 concerning the Regulations as to Trading, Clearing, Settlement, Transfer of Ownership and Custody of Securities, and the amendments thereto,

The approval of the Board of Directors at its sixth meeting of the third round, held on 19/09/2007,

After consultation and co-ordination with the Central Bank and the financial markets, and pursuant to what the interest of investors requires, 

Has decided to approve the Rules and the Mechanism for the Separation of Accounts with Brokers licensed in the State.

Article (1)
The following words and expressions shall have the meanings set opposite each of them unless the context of the provision otherwise requires:

	the Law
	Federal Law No. (4) of 2000 concerning the Emirates Securities & Commodities Authority and Market, and the amendments thereto.

	The Authority
	the Securities & Commodities Authority.

	Market
	a securities and commodities market licensed in the State by the Authority.

	Broker
	a juristic person authorised pursuant to the provisions of the Law to undertake brokerage business in the Market.

	Broker Accounts
	accounts opened with banks operating in the State in the name of the Broker and used only for its capital, its income and its profits resulting from the conduct of brokerage business.

	Client Accounts
	accounts opened with banks operating in the State in the name of the Broker used only for the deposit of clients’ funds as surety moneys to be used in trading in securities for their own benefit and pursuant to authority issued by them.


Article (2)
A Broker shall be obligated to separate its own accounts from the accounts of its clients, in the following manner:

1- By opening a bank account or accounts in the name of the Broker for the deposit of its capital, its income, funds and profits resulting from the conduct of brokerage business, or effecting withdrawals therefrom to cover its costs or to distribute its profits.

b-
By opening a bank account or accounts in the name of the Broker for the deposit of its clients’ funds as surety moneys to be used in the execution of their trades.  The Broker shall include within its agreements with banks provision for such accounts to be used only for clients’ funds, and for their use to be restricted to the following purposes:

1- Deposit by clients of amounts necessary to fund the purchase of securities.

2- Deposit by the Broker of funds provided by its clients or their agents in order to fund the purchase of securities, with due compliance with the anti-money laundering procedures in force.

3- Debiting of amounts due from clients as the result of the execution of their purchase orders.

4- Deposit/transfer/disbursement of amounts due to clients as result of the execution of orders issued by them for the sale of securities, after financial settlement procedures with the Clearing are concluded.

5- Debiting and transfer of the amount of commissions due to the Broker as result of its executing trades for the benefit of its clients.

6- Return of the Broker’s clients’ funds upon demand.

Article (3)
Any of the Broker’s clients shall be entitled to open an account for trading in securities with any bank operating in the State, with such account being used only for the deposit or withdrawal of amounts for trades in securities executed through the Broker, in accordance with the provisions of the agreement for the opening of the account, and the provisions of the Law and the regulations and decisions issued pursuant thereto.

Article (4)
1-
It shall be prohibited for a Broker to effect dispositions in relation to the funds deposited in Client Accounts other than pursuant to the provisions of the agreement for the opening of the account entered into with the clients, and pursuant to the provisions of the Law and the regulations and decisions issued pursuant thereto.  

2-
It shall be prohibited for a Broker to receive any interest on funds deposited in Client Accounts with banks.  

3-
It shall be prohibited for a Broker to maintain funds deposited in Client Accounts in the form of fixed deposits, or to obtain any credit facilities or bank loans having as collateral the funds deposited in Client Accounts.  

4-
The funds deposited in Client Accounts with banks shall not be subject to charging, attachment, liquidation, bankruptcy or any other procedures to which the Broker may be subject as a result of obligations incumbent upon him.  

Article (5)
A- A Broker shall be obligated to separate its own accounts from Client Accounts when showing balances with banks in its financial statements and the explanations supplementing the same.  

B- A Broker shall be obligated to furnish the Authority with particulars as to all the accounts opened with banks, and as to any changes taking place in such particulars forthwith upon the occurrence of the same.  Such particulars shall specifically include the following information:

2- The numbers of the Client Accounts, the names of the banks, the type of accounts, and the currency.

3- The numbers of the Broker Accounts, the names of the banks, the type of accounts, and the currency.

4- The names of the persons authorised by the Broker to open/close its own bank accounts and those of its clients, and the limits of the authorities granted to them in regard to such accounts.  

Article (6)
1-
A Broker shall be obligated to calculate the amount of commissions resulting from trading on the Markets on a periodical basis, and to transfer the same to its own accounts with the banks.  

2-
A Broker shall be obligated not to effect any transfers from Client Accounts to its own accounts other than within the levels of commission resulting from the trades, or the value of the transactions in securities effected for the benefit of clients and pursuant to their authority.

Article (7)
1-
A Broker shall be obligated to effect a daily review – at the end of each working day – of the Client Accounts in order to calculate the balances on them.  

2-
A Broker shall be obligated to reconcile, on a periodical basis, the aggregate clients' credit balances with the aggregate balances on the bank accounts for clients' funds, and to furnish to the Authority a monthly report signed by the operations manager and the internal auditor showing the results of such reconciliation.  

Article (8)
A Broker shall require sister/allied companies operating in the currency exchange field – which contract with it to provide the service of receiving the amounts necessary to fund the purchase of securities or remitting the proceeds of the sale thereof – to open a bank account used only for Broker's clients through which funds received from clients are transferred to the bank accounts used only by the Broker for its clients' funds, no later at most than the day following the date of collection.  

Article (9)
Whoever contravenes the provisions of this decision shall be liable to a penalty in accordance with the provisions of Federal Law No. 4 of 2000 concerning the Emirates Securities & Commodities Authority and Market as amended and the regulations and decisions issued pursuant thereto.  

Article (10)
1-
This decision shall be gazetted in the Official Gazette, and shall have effect as from the date of its gazetting.

2-
The Markets licensed in the State shall amend their internal rules and regulations and their decisions so as to accord with the provisions of this decision.

3-
Licensed Brokers shall conform themselves with the provisions of this decision within a period not exceeding one month from the date of gazetting in the Official Gazette.

_____________________

Lubna bint Khalid Al-Qasimi

President of the Board of Directors
                                                                    Issued in Abu Dhabi on 20/9/2007
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