DECISION NO (67/R) OF 2007
CONCERNING

THE REGULATIONS AS TO INTERNET TRADING
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 Law No. (1) of 2006 concerning Electronic Transactions and Commerce,

Federal Law No. (2) of 2006 concerning the Combating of Electronic Crime,

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 26/6/2006 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,

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 19/9/2007, 

And after consultation and co-ordination with the securities markets licensed in the State, 

Has decided to approve the following regulations as to internet trading.

Definitions

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

	The Law
	Federal Law No. (4) of 2000 as to 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 and the regulations and decisions promulgated pursuant thereto to undertake brokerage business in the market.

	Internet Trading System
	is the system used by a Broker which enables the client to enter orders for the purchase or sale of securities directly over the worldwide web (the internet), in that such system, immediately upon receipt of the order, proceeds to ascertain that it can be executed and then to send it in automated form to the electronic trading system in use in the Market.


Licensing conditions

Article (2)
It shall not be permissible for a Broker to offer an internet trading service without first obtaining a licence from the Authority pursuant to the conditions, rules and procedures provided for in this decision and in accordance with the technical requirements laid down by the Markets.  

Article (3)
First:  The licensing of a Broker to offer an internet trading service shall be conditional upon the following:

(1)
The Broker has the technical and administrative capabilities and resources necessary to offer an internet trading service.

(2)
The Broker has technical personnel qualified in the following fields:

-
operating systems and networks

-
database systems

-
protection of information systems.

(3)
The Authority's prior approval has been obtained for a model-format agreement for internet trading, which shall specifically contain the information and particulars stated below, and the Authority shall be at liberty to require  such format to be amended as it sees fit:

(a)
A statement of what is to be understood by internet trading service, explaining what is required on the client's part in terms of proficient familiarity with the securities trading field in order to benefit from such service.  

(b)
A statement of the amount of the fees chargeable to the client in return for this service.

(c)
A detailed exposition of the rights and obligations assumed by each of the client and the Broker.  

(d)
Confirmation of the client's liability for the safekeeping of his user number and confidential number, and for all orders executed through them.

(e)
A statement of the means of communication with the client.

(f)
A statement of the work the client does and his place of work, with an explanation as to his knowledge in the field of securities trading.  

(g)
Confirmation that the client is aware of what risks may be attendant on, and what losses may be sustained by, his investments in securities through internet trading, and in particular the following:

(1)
That the processing of orders entered may not be effected immediately, and that in this regard they follow the procedural system laid down by the Market.  

(2)
The potentially grave consequences of the processing of orders entered through the internet, in view of the rapidity of price-changes pursuant to the mechanism of supply and demand in the Market.

(3)
That certain orders may not be executed or may be subject to delays in execution by reason of the mechanism of supply and demand in the Market.

(4)
The possibility of losses being incurred by reason of delay in the execution of orders or the non-execution thereof for any technical reason, unless this is through fault or carelessness on the part of the Broker.  

(h)
Confirmation that the client alone bears all liability arising from his investing through the Internet Trading System.

Second:  The Authority shall be at liberty to add any other requirements, conditions or rules in accordance with what emerges in practice on the Market or pursuant to the requirements of the public interest.  

Licence Application

Article (4)
(1)
An application for a licence to offer an internet trading service shall be submitted to the Authority in accordance with the model-format prepared therefor, together with the information, particulars and documents supporting the application, and specifically the following:

(a)
A report showing the technical system used by the Broker to process information, and what evidences the existence of an electronic link between the Broker and the Market so as to achieve monitoring and oversight.

(b)
A report showing the technical system used by the Broker to receive and record clients' orders entered on the Internet Trading System, in accordance with the technical rules and requirements laid down by the Authority.

(c)
A report showing the systems for protecting information from being broken into on the worldwide web (the internet), in accordance with the technical rules and requirements laid down by the Authority.  

(d)
A report showing the technical equipment and the communication systems available for the offering of an internet trading service, in accordance with the technical rules and requirements laid down by the Authority.

(e)
The model-format of the internet trading agreement, containing all the information and particulars stated in article (3) of this decision.

(2)
The Authority and the Market shall be at liberty to request any other explanations, information or documents if they consider the same to be needful.

Article (5)
The Authority shall issue its decision approving or rejecting the application for the licence within thirty days from the date of submission of the application duly compliant with the conditions, requirements and technical criteria laid down by the Markets and approved by the Authority.  

Broker's obligations

Article (6)
A Broker who has been licensed to offer an internet trading service shall be obligated in terms of the following:

(1)
The client shall be provided with a detailed monthly statement of account showing the trading in securities which has been effected through the internet trading service, and the cash balance in the account.

(2)
The Authority and the Market shall be able to have access to all particulars and documents relating to internet trading orders.

(3)
The Authority and the Market shall be provided with a report from an external auditor stating that it has conducted an audit of the security of the Broker's data and programmes.

General provisions

Article (7)
The Market shall provide the infrastructure for interconnectivity between the electronic trading system and the Broker's system for the offering of an internet trading service.  

Article (8)
The Authority shall be at liberty to require a Broker to cease offering an internet trading service if it contravenes any of the conditions or requirements of the licence or the technical rules and requirements provided for in this decision.  

Article (9)
Whoever contravenes the provisions of this decision shall be punishable pursuant to 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)
The provisions of the Regulations as to Brokers promulgated by Authority's Board of Directors Decision No.(1) of 2000 as amended, the Regulations as to Trading, Clearing, Settlement, Transfer of Ownership and Custody of Securities promulgated by the Authority's Board of Directors Decision No. (2) of  2001 as amended shall apply insofar as no specific provision appears in this decision.  

Article (11)
(1)
This decision shall be gazetted in the Official Gazette, and shall have effect from the date of its gazetting.

(2)
A Broker who offers an internet trading service prior to the issue of this decision shall conform itself to the provisions hereof within a period not exceeding (120) days from the date of gazetting in the Official Gazette.

       Lubna bint Khalid Al-Qasimi
       President of Board of Directors

  Issued in Abu Dhabi on 20/9/2007
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