Annexure- 1

Clarifications to Annexure –A of SEBI Circular MIRSD/SE/Cir-19/2009 dated December 03, 2009
Client Registration Procedure
Point no.1 - Segregation of mandatory & non-mandatory documents in folder/book.
The above requirement is applicable only to prospective clients. In case of clients registered before the date of Circular (existing clients) trading member shall collect additional information if any, in the form of an addendum.

Mandatory Documents

Point no. 3 -  Mandatory documents as prescribed by SEBI.
All the documents under Mandatory documents should be as per format prescribed by SEBI. However for existing clients if any additional voluntary clauses are forming part of mandatory documents and such clauses are not in conflict with any of the clauses in the model format ,  rules, regulations, articles, byelaws, circulars , directives & guidelines of SEBI/Exchange, in such scenario trading member may not execute fresh documents.

Point no. 4 - Signature against market segments/ stock exchanges in which client intends to trade.
This requirement is applicable only to prospective clients. For existing clients trading member should send information pertaining to segments/ exchanges along with quarterly statement of accounts for funds & securities and maintain proof of dispatch/delivery of the same.
Point no. 5 -  Capturing Identity & address of the Introducer.
This requirement is applicable only to prospective clients. 
Point no. 6 -Documentary evidence of financial details.
In respect of clients trading in derivative segment, the member shall collect documentary evidence for financial information. 
Illustrative list of documents

1. Copy of ITR Acknowledgement

2. Copy of Annual Accounts

3. Copy of Form 16 in case of salary income
4. Net worth certificate

5. Salary Slip

6. Bank account statement for last 6 months

7. Copy of demat account Holding statement.
8. Any other relevant documents substantiating ownership of assets.

9. Self declaration along with relevant supporting.

Further, for clients registered before the circular date (existing clients), trading member shall collect documents pertaining to financial information at the time of periodic (annual) updation of financial information.
Point no. 7 - Capturing details of actions taken against the client.
The action taken against a client would mean action by any financial sector regulator. The primary onus of declaring the information rests with the client. However with respect to regulatory orders available in public domain, trading member should also verify the details provided by the client.
Point no. 8 - Documents pertaining to policies & procedures.
For the existing clients wherever terms pertaining to policies & procedures are not explicitly elaborated in the already executed documents, trading member should intimate the said policies/procedures to all clients & maintain records of dispatch/delivery of such documents to clients.

In case of Internet trading Clients, if information pertaining to all procedures/policies is made available to respective clients in a secured manner electronically the same shall be treated as sufficient compliance.

Trading Member shall define “penny stocks”. For this purpose trading member may refer to the stocks which are appearing in the list of illiquid securities issued by the Exchanges every month.

Non Mandatory documents

Point No. 9
This requirement is applicable only to prospective clients.
Running Account Authorization

Point no. 12
The settlement of funds/securities shall be done within 24 hours of the payout should be read as “shall be done within 1 working day of the payout”.
For all clients registered before the circular date (existing clients) the said requirement of revised running account authorization with a clause of revocation would be applicable wherein running account authorization is taken prior to 1 year and is due for renewal.
For calculation of “funds expected to be required to meet margin obligation for next 5 trading days” it is clarified that

· In respect of derivative market transactions, apart from margin liability as  on the date of settlement, trading member may retain additional margins (maximum up-to 75% of margin requirement on the day of settlement) to take care of any margin obligation arising in next 5 days.
· In respect of cash market transactions, trading member may retain entire pay-in obligation of funds & securities due from clients as on date of settlement
For the purpose of quarterly/monthly settlement trading member may settle across segments of the same exchange for a particular client.
Trading member is required to send statement of accounts for funds & securities monthly/quarterly as applicable, at the time of settlement. This is an adequate compliance for the purpose of sending quarterly statement of accounts for funds/securities.

Authorization for Electronic Contract Notes

Point no. 13
For the clients registered before the circular date (existing clients), where trading member has generated e-mail id for client, trading member would be required to obtain duly signed physical confirmation letter confirming the e-mail id and exercising choice to receive documents on this e-mail id.

For all prospective clients, e-mail id should be created / provided by the investor only.
General

Point no. 14 – All documents to be printed in font size 11
This requirement is applicable only to prospective clients. Additionally trading member should ensure that the contents are legible for investors to read.
Point no. 15 - Sending of executed documents to clients.
In case of existing clients to whom trading member has not already sent the executed documents earlier, the same should be sent upon request by clients and proof of dispatch/delivery should be maintained. 

In case of Internet Trading Clients, if documents are made available to the client through secured access electronically the trading member may not send physical documents.

The timeline of 7 days should start from the day of upload of UCC to the Exchange by the trading member.
Point no. 16 - Display of standard documents / information on the website.
Trading members having their own website shall display the set of standard documents on the website for information. 

Point no. 18 - Policy regarding treatment of inactive accounts.
Trading member shall define “Inactive accounts” while framing the Policy.

Point no. 19 - Statement of balance of funds & securities on 31st March
In view of the requirement for trading members to send monthly/quarterly statement of accounts for both funds & securities, the statement as on March 31, every year shall be sent to the clients only upon request.
Trading members are required to ensure due compliance with aforesaid Circular of SEBI (MIRSD/SE/Cir-19/2009) in true spirit.
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