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IN EXERCISE OF THE POWERS CONFERRED ON HIM BY
SECTION 126(7) AND BY SECTION 126 (1) READ WITH PART VII
OF THE SECURITIES INDUSTRY ACT 1998, THE MINISTER OF
FINANCE HEREBY MAKES THE FOLLOWING REGULATIONS:-

PRELIMINARY
Citation. 1. These Regulations may be cited as the Securities Industry
(Conduct of Business) Regulations 2002.
Interpretation, 2. In these Regulations —
(a) “approved bank” means a bank licensed
under the Financial Institutions Act 1995 and

which is approved by the Council for the
purposes of these Regulations;

No. 1 of 1995

(b) “customer bank account” meais a bank
account established for the purposes of
regulation 31;

(c) “discretionary management’ means the
management of a portfolio of securities where
the manager has been granted discretionary
powers to select investments and buy and sell
them without the prior consent of the
company;

(d) “money” includes any form of money,

whether represented by a cheque or other
payable order, or otherwise.
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CODE OF BUSINESS CONDUCT

3. Where a registered person is advising or acting for a
customer the registered person shall ensure that any claim
‘made as to the independence or impartiality of the registered
person adequately includes any limitation that there may be
on either.

Independernce,

Material interest. 4. Where a registered person has a material interest in a
transaction to be entered into with or for a customer, or a
relationship which gives rise to a conflict of nterest in
relation to such a transaction, the registered person shall not
knowingly either advise, or deal in the exercise of a
discretion, in relation to that transaction unless the
registered person has -

(a) disclosed that material interest or
relationship, as the case may be, to the
customer; or

(b) taken reasonable steps to ensure that
neither the material interest nor relationship
adversely affects the interests of the customer.

Indutemenss, 5. A registered person must take reasonable steps to ensure
that neither the registered person nor any of the registered
person’s employees or agents either offers or gives, or
solicits or accepts, any inducement that is likely to conflict
with any duties owed to customers.

Fair gnd glenr 6. A registered person shall take reasonable steps to ensure

S that any agreement, written communication, notification or
information that the registered person gives or sends to
customers to whom the registered person provides securities
investment services is presented fairly and clearly.
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Customers’
understanding of
risk.

Information about

the registered person.

Charges.

Customer
agreements.

7. A registered person shall not -

(a) recommend a transaction to a customer,
or effect a transaction with or f{or the
customer, unless the registered person has
taken all reasonable steps to enable the
customer to understand the risks involved;

(b) knowingly mislead a customer as to any
advantages or disadvantages of a contemplated
transaction; or

(¢c) promise a return unless such return is
contractually guaranteed.

8. A registered person shall take reasonable steps to ensurc
that a customer to whom the registered person provides
services is given adequate information about the registered
person’s address and the identity and status, within the
registered person’s firm, of employees and other relevant
representatives with whom the customer has contact.

9. (1) A registered person’s charges shall not be unfair in
their incidence or unreasonable in their amount having
regard to all relevant circumstances.

(2) Before a registered person provides securities
services to a customer the registered person shall
disclose to the customer the basis or amount of the
registered person’s charges for the provision of those
services and the nature of and amount of any other
remuneration receivable by the registered person and
attributable to them.

10. (1) Where a registered person provides securities
Investment services to a customer on written contractual
terms (whether pursuant to regulation 11 or otherwise),
the agreement shall set out in adequate detail the basis
on which those services are provided.
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(2) A court of competent jurisdiction may, if the court
considers it just and equitable to do so, by order set
aside or vary an agreement entered into in contravention
of this régulation , but no such order shall affect any
dealing or transaction entered into or carried out by the
registered person on behalf of the customer.

Where customer 11. (1) No registered person shall undertake -

agreement required.
(a) the discretionary management of a
portfolio;

(b) transactions in futures and options; or

(c) any other type of business that is
prescribed by the Council,

except under a written agreement between the registered
person and the customer duly signed by the customer
and returned to the registered person.

(2) The Council may from time to time prescribe
special procedures relating to the operation of
discretionary accounts and every registered person shall
follow such special procedures or shall ensure that such
special procedures are followed.

Customers’ rights. 12. (1) A registered person shall not, in any written
communication or agreement, seek to exclude or
restrict -

(a) any duty or liability to a customer which
the registered person has under any law or
under any rules made by the Council;

(b) any other duty to act with skill, care and
diligence that is owed to a customer in
connection with the provision to the customer
of securities services;



THE OFFICIAL GAZETTE [LEcAL SuppLEMENT] — B 22"P JULY, 2002

=

Lo

~

Suitability.

_ Contract notes,

(c) any liability owed to a- customer for
failure to exercise the degree of skill, care and
diligence that may reasonably be expected of
the registered person in the provision of
securities services.

(2) A purported exclusion or restriction prohibited by
this regulation shall be void and of no effect.

13. A registered person shall take all reasonable steps to
ensure that the registered person does not give securities
Investment business advice to, nor effect a transac:'on with
or for, a customer unless that advice or transaction is

suitable for

the customer having regard to the facts

disclosed by that customer and other relevant facts about the

customer of
reasonably to

which the registered person 1s or ought
be aware.

14. (1) A registered person shall, in respect of every
contract for the purchase, sale or exchange of securities
entered into by the registered person (whether as

or agent), not later than the end of the next.

trading day after the contract was entered into, make out

a contract note which complies with the requirements of

paragraph (2) and-

principal

(2) The

(a) where the contract was entered into by the
registered person as agent, deliver the original
contract note to the person on whose behalf
the registered person entered info the contract;
or

(b) where the contract was entered into by the
registered person as principal, retain the

contract note for itself.

contract note shall state whether 1t 15 1 respect

of a purchase, sale or exchange of securities and shall

include —
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(a) the name of the registered person and the
address of the principal place at which the
registered person carries on business;

(b) where the registered person is acting as
principal, a statement that the registered
person is so acting;

(c) the name and address of the person (if
any) to whom the registered person s
required to give the contract note and
(where different) the name of the person for
whom the transaction was undertaken;

(d) the date of the contract, and the date on
which the contract note is made out;

(e) the quantity and description of the
securities the subject of the contract;

(f) the price per unit of the securities;

(g) the amount of consideration payable under
the contract or, in the case of an exchange,
sutficient particulars of the
securities exchanged to identify them;

(h) the rate or amount of commission payable
in respect of the contract;

(1) the amount of st‘amp duty (if any), payable
in connection with  the contract and. where
applicable, in respect of the transfer;

(J) the date of settlement; and

(k) such other information as may be
prescribed by the Council to ensure that there
shall be a complete audit trail in respect of
the execution of customer instructions and the
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settlement  of market transactions.

Periodic information. 15 ‘Where a registered person acts as an investment
manager for a customer, the registered person shall ensure
that the customer is sent at suitable intervals a report stating
the value of the portfolio or account at the beginning and
end of the period, its composition at the end and, in the case
of a discretionary portfolio or account, changes in its
composition between those dates.

- Customer order 16. A reglstered person shall always give pl‘lOI‘lt'\/ to
- priority.
it outstandlng customer orders

Fimely execution. 17. Where a customer order has been received, or a

registered-persen-has decided in its discretion to effect a
customer order, the registered person shall effect the
execution of the order without delay.

Best execution. 18. Where a registered person deals for a customer, the
registered person shall deal on the terms which are the best
available to the customer.

 Timely allocation. 19, A registered person shall ensure that a transaction the
registered person executes is allocated forthwith.
 Fair allocation. 20. Where a'registéied person has aggregated an order for a

customer transaction with an order for an own account
transaction, - or with ‘an order for another customer
transaction, then in the subsequent allocation —

(a) the registered person shall not give unfair

preference to the registered person or to any of

those for whom the registered person dealt;
~and R |

(b) if all orders cannot be satisfied, the
reglstered person shall give priority to
satisfying orders for customer transactions.
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Fiouciuniag, 21. Where a registered person has a large customer order to

execute, or where the registered person intends to publish to
customers a price-sensitive recommendation or research or
analysis, the registered person shall not knowingly effect an
own account transaction in the investment concerned or in
any related investment until the large order has been
executed or until the customers for whom the publication
‘was principally jntended have had, or are likely to have had,
a reasonable opportunity to react to it.

- Churning. - 22. A registered person shall not —

(a)  deal or arrange a deal in the exercise of
~ the registered person’s discretion for any
customer; or

'(b) acfvise a customer to deal,

f the dealmg could in the circumstances reasonably be
' 'regarded as too frequent ortoolarge. -

Insider-dealing, 23. A registered person shall take reasonable steps  to
' ' ascertain if any of the registered person’s customers is an
insider and maintain records accordmgly to assist in the

g _monltormg of 1n31der dealmg

' .S”ffg“a’di“g"f et A reglstered person ‘who. has custody of a customer’s
customer
e T secur1t1es in connection with or W1th a view to effecting

secur1t1es busmess shall -

(a) keep safe, or afrange for the safekeeping
of, every document of title, or document
ev1dencmg title, relating to them and

(b)- ensure that any security that the registered
person buys or holds for a customer are
properly registered in the name of the
customer or, with the consent of the customer,
in the name of an appropriate nominee.
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Complairts,

Customer
confidentiality.
o
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-.-Unsolicited calls. -

Cessation of b'USiness
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25. A registered person shall establish internal procedures

 to ensure the proper handling of complaints from customers

and to ensure that any appropriate remedial action relating

to those complaints is promptly taken.

26. (1) Subject to paragraph (2) all information in the

possession of a registered person relating to a customer
~shall be kept confidential by the registered person.

(2) A registered person may disclose information
- relating to a customer when duly required to do so by the
Council, or if the reglstered person is ordered to do so by
~a court of competent Ju 1sd1ct10n

i '3’27 (1) Subject fo paragraph (2), no person shall, for the

- purposes of soliciting-securities business, make an

~ unsolicited telephone call, or attend at any address wrthout
- first bemg 1nv1ted by an occ pant

(2) Paragraph (1) does not apply in relation to exrstmg
customers AR

28. Where a reg1stered person dec1des to cease to carry on ¢
securltres busmess the reglstered person shall - -~~~

'_(a) forthwrth notlfy the Council and each-of
~ the reglstered person s customers of such
'decmlon £

o (b) ensure to the satlsfactlon of the Council

- that any such business which is outstanding is

- properly completed -or transferred to another
registered person.
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CUSTOMER MONEY

applipations, e 2921 ) These Regulations shall apply to any customer
money held or received by a registered person in the course
of carrying on the registered person’s securities business.

. (2). For the purpose of these Regulatton “customer
~ money” is money of any. currency which, in the course of
carrying on a registered person’s securities business, the
registered person holds or receives on behalf of a
customer or which the registered person owes to a
customer.

. Customer money.‘ 30 (1) Customer money shall be held by the registered

TR e T person on trust for and ‘on behalf of the respective
-customers. for. whom that customer money is received
or held acc‘ording to their respecti:ve shares in it,

: (2) Customer money shall not form part of the assets
of the regtstered person for any purpose and shall not
be available in any circumstances for payment of any
debt of the registered person.

C“S"_’mte" bankel e 31 (1) A reglstered person ‘who - -receives or holds

accounts. ; : 2

: -customer money shall open one or more customer
i bank accounts thh an approved bank.

(2) A customer bank account shall be kept segregated
from any account holding money belonging to the
: 'registered person

3 Ai'r'egi'stered. person shall forthwith pay into a
B b customer bank -account all customer money coming
T R e _into ‘the registered person’s hands for or from a
3 i customer.

(4) - A registered person shall keep records of -

(2) all amounts paid into a customer bank
account kept by the registered person,
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Accounting for and

use of customer
e JOOREY,

,,,,,,,,

Payment outofa
- customer bank -
account

speeifying the persons on whose behalf the
amounts are held and the dates on which
they were paid into the account;

(b) all withdrawals from a customer bank
account, the dates of those withdrawals, and
the names of the persons on whose behalf
the withdrawals are made; and -

(c) such other 'partieullars as may be

: requlred by the Councﬂ

32 A regrstered person shall account properly and
_promptly for customer money and in particular, shall

il

" ensure that -z

Cei(a) customer money and other money do
S ""not become m1xed

‘(b) the reg1stered person can at all times

o ascertam the amount of customer
- money. standing to the cred1t of each
customer and

;,(c) money belongmg to a customer is not
T ‘used for another customer

33 (1) SubJect to paragraph (2) money  may be
i w1thdrawn from a customer bank account only if

(a) 'i_tpis not 6ustomer money;

(b) it is properly reouired for payment to or

_on behalf of a customer; or

(c)r it is properly "trans'ferred to another

~‘customer ‘bank ‘account or into a bank
gt account n the name’ of the customer.

A2) A regist'ered person rnay'Withdraw money from a
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customer bank account for or towards payment of the
registered person’s own fees or commission only if
the fees or commissions accord with the arrangements
agreed with the customer.

- AUDITORS

‘Apé)_:i{l_fme“‘ of 34 A registered person shall ensure that the auditor -
e - appointed under the Securities Industry (Accounting and
~  Financial Statements) Regulatlons 2002 has the powers,
: ~ and dutles spec:1ﬁed in r egulatmn 35 and that —
e R e - (a) thbse pt)wers and dut1es are set outina

e e ; letter of appomtment

.-(b) thc letter of appointment is signed by
the reglstered person and the auditor; and

. '-'g(c) the reglstered person retains a copy of
‘. _the letter of appomtment

 Powers and duties of 35 (1) An audltor,shall 'have- -
aud1tors : bt

(a) a r1ght of access at all reasonable times
to, the accountmg and -other records of the

~-registered person and all -other documents
“relating to 'the: reglstered person’s thlIleSS
and . :

L (b) a rlght to requ1re from the registered

LT SR S e 'person such information and explanations as

e eR g e - the auditor thinks necessary for the
- ' performance of the auditor’s duties. '

(2) ‘An auditor shall submit a report to the Council
-~ ... -ontheannual financial statements in accordance
... . ‘withthese Regulations and the report shall state the
. matters specified in regulation 18 of the Securities
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.Notification to
Council. .

* " ‘Resignation 6f
: remova] of anditors.

Industry (Accountmg and Financial Statements)
3' Regulatlons 2002. ;

~“(3) In preparing an auditor's report for the purposes
of these Regulations, the auditor shall carry out such
investigations as will enable the auditor to form an
~ opinion on the matters required by regulation 18 of
the Securities Industry (Accounting and Financial
Statements) Regulatlons 2002 to be stated in the
audltor s report :

36' A regtstered person shall within seven days, give a

__ written notice t_o"the Coun01l of the appomtrnent removal
or re51gnat10n of an audlter

37.(1) Where an auditor resigns or is removed by a
- registered. person a notice to that effect sent to the
: Counell under e gglatlon 36 shall contam elther -

% ,(a) A statement signed by the audltor to the

T effect that _there -are no circumstances
connected with the auditor’s resignation or

~ removal Wthh the audttor considers should
_.be brought to the attentlon of the Councﬂ or

_h(b) a statement 31gned by the audttor of
. such. c1reumstances as are mentloned in

e subparagraph (a)

(2) Where a reglstered person fatls to appomt an

2 5 audltor at the end of the. auditor’s term of ofﬁee the

" ,Councﬂ is authonsed to.appoint an audttor :

b
Made thiern" Yay ofﬁé:f 2002

fm—-—-. 9( L

Salsnartne Kowlec sar

Minister of F,i,n.:;:;tt-:
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EXPLANATORY NOTE
(This note i_s not part of tl}e Regulations)

1. . These Regulations are made by the Minister of Finance in exercise of
the powers conferred on him by section 126(7) and by section
~126(1)(a) read wrth Part VII of the Securrtres Industry Act 1998 (“the
: Act”)

Do The Act 1tself Iays down various prohrbltlons and requirements in
respect of the conduct of registered persons. The Act also provides
~that the Minister may make regulations’ prescribing standards for the
conduct of registered persons to prevent conflicts of interest, or unfair
',treatment of customers, and to safeguard moneys or securities held on
"behalf of customers These Regulatlons are made for those purposes.

_ Pr-eli-minarv ¢
~3.°. This Part makes prov1s1on for the citation. and commencement of the
: Regulations (regulatlon Jh and contams mterpretatron provisions
(regulatton 2) :
Code of Busmess Conduct
4. " This Part contams spe01ﬁc rules relatrng to mdependence (regulatlon 5

'3), ‘material interest Aregulation 4), 1nducements (regulation 5), fair
~ - and clear communication (regulation 6), customer’s’ understandmg of
S risk (regulatron 7). information about the registered person (regulation
- 8), charges (regulation 9), customer agreements (regulation 10), where

-custotner . agreement requrred (regulatron 1), customers’ rights

(regulatron 12), suitability (regulation 13), contract notes (regulation
-*14), periodic information- (regulatlon 15), customer order priority
(regulation: 16), timely execution - (régulation 17), best execution
(regulation 18), timely allocation (regulation 19), fair allocation
(regulation 20), front running (regulation 21), churning (regulation
22), insider  dealing (regulatlon 23) safeguardmg of customer

- investments (regulatlon 24), complaints (regulation 25), customer

' conﬁdentrahty (regulation 26), unsohcr’ted calls (regulation 27) and
_ cessation of busrness (regulatron 28)
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Customer Money

5 This Part is designed to protect customer money in the control of

registered persons by providing that they hold customer money on

trust for their customers (regulation 30), by requiring that customer

- money is held in segregated customer bank accounts (regulation 31),

by requiring that registered persons shall account properly and

promptly for customer money (regulation 32), and by restricting the

- purposes for which money may be w1thdrawn from a customer bank
_account (regulatlon 33) e

Audltors :

6 This Part requires the auditor of a reglstered person to be appointed by
7 letter of appointment (regulation 34)-which letter must confer the
___.powers and duties specified in-regulation 35.-

- 7. A registered person must give written-notice.to the Securities Council
ik within 7 days of the appointment, removal or resignation of an auditor
- (regulation 36), which notice shall contain, in the event of resignation

or removal, the statements by the auditor required by regulation 37.



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17

