“SEBI introduced regulation directing brokers to separately keep monies and shares belonging to the
clients and the broker himself w.e.f. 01.01.1994 onwards.”
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SR. EXECUTIVE DIRECTOR
November 18, 1993

Ref.:SMD/SED/CIR/93/23321
TO,
THE PRESIDENTS/EXECUTIVE DIRECTORS
OF ALL THE STOCK EXCHANGES
Dear sir,

Regulation Of Transactions Between Clients And Brokers

This has reference to SEBI's letter No.SMD/SED/2913/93 dated March 9, 1993. On receiving the comments from various stock exchanges on the norms circulated by us it has
been decided that the norms as set out in the annexure shall be made applicable to the stock brokers in all the stock exchanges. You are, therefore, hereby directed to make
necessary provisions in your Bye-laws and Regulations for the purpose. The amendments to be made to the Bye-laws and Regulations should be forwarded to us for formal
approval.
The norms are required to be made applicable in all the stock exchanges with effect from January 1, 1994 onwards. These may be widely circulated amongst member-brokers so
that they are made aware of the proposed measures.
Yours faithfully,
sd/-

C.B. BHAVE

encl: a/a

cc: Shri S.T. Gerela (SURESH B. MENON)
Officer
SEBI
Bombay

REGULATION OF TRANSACTIONS BETWEEN CLIENTS AND BROKERS
1. It shall be compulsory for all Member brokers to keep the money of the clients in a separate account and their own money in a separate account. No payment for transactions
in which the Member broker is taking a position as a principal will be allowed to be made from the client’'s account. The above principles and the circumstances under which
transfer from client's account to Member broker’s account would be allowed are enumerated below.
Al Member Broker to keep Accounts: Every member broker shall keep such books of accounts, as will be necessary, to show and distinguish in connection with his business as a
member -
i. Moneys received from or on account of each of his clients and,
ii. the moneys received and the moneys paid on Member’s own account.
B] Obligation to pay money into "clients accounts”. Every member broker who holds or receives money on account of a client shall forthwith pay such money to current or deposit
account at bank to be kept in the name of the member in the title of which the word "clients” shall appear (hereinafter referred to as "clients account”). Member broker may keep
one consolidated clients account for all the clients or accounts in the name of each client, as he thinks fit: Provided that when a Member broker receives a cheque or draft
representing in part money belonging to the client and in part money due to the Member, he shall pay the whole of such cheque or draft into the clients account and effect
subsequent transfer as laid down below in para D (ii).
C] What moneys to be paid into "clients account”. No money shall be paid into clients account other than -
i. money held or received on account of clients;
ii. such money belonging to the Member as may be necessary for the purpose of opening or maintaining the account;
iii. money for replacement of any sum which may by mistake or accident have been drawn from the account in contravention of
para D given below;
iv. a cheque or draft received by the Member representing in part money belonging to the client and in part money due to the
Member.
D] What moneys to be withdrawn from "clients account”. No money shall be drawn from clients account other than -

i. money properly required for payment to or on behalf of clients or for or towards payment of a debt due to the Member from
clients or money drawn on client’s authority, or money in respect of which there is a liability of clients to the Member, provided
that money so drawn shall not in any case exceed the total of the money so held for the time being for such each client;

ii. such money belonging to the Member as may have been paid into the client account under para 1 C [ii] or 1 C [iv] given
above;

iii. money which may by mistake or accident have been paid into such account in contravention of para C above.

E] Right to lien, set-off etc., not affected. Nothing in this para 1 shall deprive a Member broker of any recourse or right, whether by way of lien, set-off, counter-claim charge or

otherwise against moneys standing to the credit of clients account.
2. It shall be compulsory for all Member brokers to keep separate accounts for client’s securities and to keep such books of accounts, as may be necessary, to distinguish such
securities from his/their own securities. Such accounts for client’s securities shall, inter-alia provide for the following:-

a. Securities received for sale or kept pending delivery in the market;
b. Securities fully paid for, pending delivery to clients;
c. Securities received for transfer or sent for transfer by the Member, in the name of client or his nominee(s);
d. Securities that are fully paid for and are held in custody by the Member as security/margin etc. Proper authorization from client for the same shall be
obtained by Member;
e. Fully paid for client’s securities registered in the name of Member, if any, towards margin requirements etc.;
f. Securities given on Vyaj-badla. Member shall obtain authorization from clients for the same.
3. Member Brokers shall make payment to their clients or deliver the securities purchased within two working days of pay-out unless the client has requested otherwise. Stock
Exchange shall issue a Press Release immediately after the pay-out.
4. Member Brokers shall buy securities on behalf of client only on receipt of margin of minimum 20 percent on the price of the securities proposed to be purchased, unless the
client already has an equivalent credit with the broker. Member may not, if they so desire, collect such a margin from Financial Institutions, Mutual Funds and Fll's.
5. Member brokers shall sell securities on behalf of client only on receipt of a minimum margin of 20 percent on the price of securities proposed to be sold, unless the member
has received the securities to be sold with valid transfer documents to his satisfaction prior to such sale. Member may not, if they so desire, collect such a margin from Financial
Institutions, Mutual Funds and FlI's.



6. Member brokers shall issue the contract note for purchase/sale of securities to a client within 24 hours of the execution of the contract.

7. In case of purchases on behalf of clients, Member brokers shall be a liberty to close out the transactions by selling the securities, in case the client fails to make the full
payment to the Member Broker for the execution of the contract within two days of contract note having been delivered for cash shares and seven days for specified shares or
before pay-in day (as fixed by Stock Exchange for the concerned settlement period), whichever is earlier; unless the client already has an equivalent credit with the Member. The
loss incurred in this regard, if any, will be met from the margin money of that client.

8. In case of sales on behalf of clients, Member broker shall be at liberty to close out the contract by effecting purchases if the client fails to deliver the securities sold with valid
transfer documents within 48 hours of the contract note having been delivered or before delivery day (as fixed by Stock Exchange authorities for the concerned settlement

period), whichever is earlier. Loss on the transaction, if any, will be deductible from the margin money of that client.
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