Understanding the Caribbean Financial Action
Task Force Mutual Evaluation Process

J

amaica is slated to undergo its
next Mutual Evaluation (MEV)
during the period June 1-15,
2015. As such, the Financial Services
Commission (FSC) collaborated with
the Financial Investigations Division
(FID) and invited members of the
public to a stakeholders briefing held
at the Holy Cross Church Hall, HalfWay Tree Road, on Monday, March
30, 2015, to generate awareness
on the Anti-Money Laundering/
Combating the Financing of
Terrorism (AML/CFT) regime and to
educate the licensees and the public
on the MEV. To that end, Mr. Robin
Sykes, Chief Financial Director
of the FID, covered the topic the
CFATF Mutual Evaluation Process
(In a (Small) Nutshell). The FSC
has received Mr. Sykes’ approval to
publish his presentation below.

What are Money
Laundering (ML) and
Terrorism Financing (TF)?
In simple terms, ML is the process
of taking money generated by crime
and then disguising it so that a
criminal can use it without problems.
On the other hand, TF is the process
whereby persons generate and
seek to provide money for use in
terrorist activities.

Mr. Robin Sykes, Chief Financial Director of the FID

What is the Caribbean
Financial Action Task
Force (CFATF)?
The CFATF is an intergovernmental
body that comprises countries of the
Caribbean Basin. The current CFATF
members are Anguilla, Antigua
and Barbuda, Aruba, Bahamas,
Barbados, Belize, Bermuda, British
Virgin Islands, Cayman Islands,
Curaçao, Dominica, Dominican
Republic, El Salvador, Grenada,
Guatemala, Guyana, Haiti, Jamaica,
Montserrat, St. Kitts and Nevis, St.
Lucia, St. Maarten, St. Vincent and
the Grenadines, Suriname, Trinidad
and Tobago, Turks and Caicos
Islands, and Venezuela. These
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countries have committed to fighting
ML and TF. Additionally, CFATF
is committed to implementing
the FATF Recommendations on
ML and TF. The CFATF monitors
member countries progress by
carrying out mutual evaluations
(MEVAL) to assess the members’
levels of compliance. Jamaica’s
last MEVAL was in 2005 and
the report can be viewed in its
entirety at http://www.fatf-gafi.
org/documents/documents/
mutualevaluationofjamaica.html.
It must be noted that the process is
different in this round of MEVALs.

CONTINUED ON PAGE 2
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What is a MEVAL?

onsite over a two-week period.

MEVALS are the peer review
exercise whereby the country is
evaluated by experts from other
member countries. It is a necessary
process to ensure that countries
are in compliance with the FATF
Recommendations as international
standards for AML/CFT. Noncompliance could have negative
consequences, including being a
target for ML and TF, being deemed
a high risk jurisdiction.

The Assessment has 2 parts:

Who does a Mutual
Evaluation?
The CFATF Secretariat provides
training for technical staff to become
assessors and once trained the
Secretariat will request a member
country (other than the one being
evaluated) to provide a trained
assessor. Assessors must have
competence in law, finance or law
enforcement and must be from the
public sector (to the level that they
are introduced as experts during the
MEVAL).
Assessment teams comprise a
Mission Leader, usually from the
Secretariat’s technical staff; one
Legal Assessor, two Financial
Assessors; one for prudential and
the other for Designated NonFinancial Business Professions
(DNFBPs) and a Law Enforcement
Assessor. The MEVAL is conducted

1. Technical Compliance:
review of legal framework of
laws and enforceable means
and powers and procedures of
competent authorities
(based on the FATF 40 		
Recommendations).
2. Effectiveness: Assesses
outcomes by identifying 		
the extent to which the 		
country’s AML/CFT system
is achieving the objective 		
of the FATF Standards.		
The assessment also seeks
to identify systemic 		
weaknesses which enable
the member countries to 		
prioritize measures and 		
improve their systems. 		
It is measured by reference to
outcomes which are 		
statements of activities 		
that should be occurring in a
jurisdiction.
The 11 outcomes are:
1. National co-ordination 		
measures to address AML/
CFT risks.
2. International co-operation 		
mechanisms to gather 		
intelligence and evidence.

3. Supervisory mechanisms 		
to regulate financial 		
institutions and designated
non-financial institutions’ 		
compliance.
4. Requirements for financial
institutions and designated
non-financial institutions to
take the necessary 		
preventative measures to 		
avoid being used for 		
laundering or the financing of
terrorism.
5. The measures in place to 		
ensure that legal persons 		
(such as companies) and 		
arrangements (such as trusts)
are not misused for the
laundering or the financing of
terrorism.
6. Financial intelligence and 		
other relevant information are
being used appropriately for
the investigation of laundering
and financing offences.
7. ML offences are prosecuted
and offenders are punished
with appropriately dissuasive
sanctions.
8. Proceeds of crime and the
instrumentalities used in the
commission of laundering
and financing schemes are
		 being confiscated.
CONTINUED ON PAGE 3
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Who does a Mutual
Evaluation (cont’d.)

Conclusions
What happens if we “fail” the evaluation?

9. Terrorism financing offences 		
This is Jamaica’s 4th evaluation. We have made significant process
are prosecuted and offenders 		 in developing our framework. However, we still have a far way to
are punished with appropriately 		 go. Countries that have poor frameworks are considered “high risk”
dissuasive sanctions.
jurisdictions or jurisdictions with “significant strategic deficiencies”.
If Jamaica is deemed as having poor frameworks, other ccountries
10. The Non-Profit Sector is 		
can refuse to conduct business with us, withhold investment from
protected from being abused 		
our country and/or view our financial institutions and businesses
by persons seeking to raise 		
with suspicion.
funds for terrorist purposes.
11. Ensuring that persons involved
in the process of proliferation 		
of weapons of mass destruction
are not able to raise funding 		
within the jurisdiction.

What Happens Next?
The CFATF Team is slated to visit Jamaica for the period June 1-15,
2015. The Team will assess the main vulnerabilities in Jamaica.
During the process, discussions will be held with law enforcement
bodies, prosecution authorities, regulators, policymakers as well as
the private sector to get a view particularly on the effectiveness of
the regime.

Post Mission
The report has to be agreed on by the CFATF Plenary (probably
May 2016). The country will have a chance to state its position
on the assessment and indicate the progress made since the
evaluation. The country will also assess the report and proceed
with implementing the recommendations. There will probably be a
follow-up process administered by the CFATF to track our progress
in making the necessary changes.
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Winding-Up of Pension Plans
The
Financial
Services
Commission (“FSC”) supervises
the winding-up of Superannuation
Funds (“funds”) and Retirement
Schemes (“schemes”) as part of
its mandate to protect the users
of financial services. Funds and
schemes, collectively referred to
as pension plans in this article,
can be wound up voluntarily or by
a court on petition of the trustees
or the FSC. Our role in reviewing
the winding-up application is
to ensure that the winding-up
of a pension plan is carried out
in accordance with the Trust
Deed and Rules (“Constitutive
Documents”) and the provisions
of the Pensions (Superannuation
Funds & Retirement Schemes) Act
(the “Act”).
The winding-up of a pension plan
is a mechanism through which its
assets are distributed, and after
wind-up is completed the pension
plan ceases to exist. Winding-up is
done in two parts:
(i) the approval of the 		
		 winding-up (the 		
		 disbursement of the basic
		 liabilities of the plan) and
(ii) the approval of the 		

		 scheme of distribution of
surplus (if any).
Where the trustees intend to
voluntarily wind up an approved
fund or scheme, they are required
by Section 27(4) of the Act to
notify the FSC of their intention
no later than ninety days before
the winding-up. The trustees of
pension plans are required to await
approval of the winding-up by the
FSC prior to any disbursement of
assets.
Along with the required trustees’
notice of intention to wind up,
the FSC formally requests the
submission of certain documents
and information to conduct
its review of the application
for winding-up of the pension
plan. The list of documents and
information required are outlined
in the winding-up bulletin (PRGUID-14/05-0036) available on
the FSC’s website. To optimize
the efficiency in processing an
application for winding-up of a
fund or scheme, all the required
documents must be submitted in a
timely manner for the FSC to give
consideration to the application.
Delay in submission of these
documents
lengthens
the

processing of the winding-up
application as the FSC will be
unable to conclude its review
without the requisite information
and documents. Where the FSC
is satisfied that compliance has
been achieved, a formal letter
of approval for the winding-up is
issued to the trustees and copied
to the administrator of the fund or
scheme.
In the event that the assets of
the pension fund exceed the
liabilities, a surplus is created
and a scheme of distribution of
the surplus, certified by the plan’s
actuary, must be submitted to the
FSC for approval. The scheme of
distribution of surplus is a separate
process for the FSC’s perusal
and approval; and the requisite
documents, including the windingup actuarial valuation report, must
be submitted for review.
When reviewing a scheme of
surplus distribution, the FSC
also seeks to ensure that the
scheme has been prepared in
accordance with the provisions
of the Constitutive Documents
and the Act. An approval letter is
issued to the trustees, and copied
to the administrator by the FSC,
CONTINUED ON PAGE 5
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if it is satisfied that the relevant
provisions of the Act, Constitutive
Documents have been complied
with and that the distribution of
surplus has been equitable.

•

During the wind-up of a pension
plan, the FSC requires that
periodic progress reports be filed
until all monies have been paid out
of the fund or scheme. Some of the
main information and documents
required are:

•

information on the stages in
the winding-up which have
been completed;

•

information on stages which
are incomplete, the steps to
be taken to complete the
winding-up and the estimated
date for the completion of
each step;

•

breakdown by payment class
of benefits paid and the
number of persons paid from
the date of the winding-up;

•

winding-up actuarial valuation
report

•

most recent financial
statements, audited where
applicable;

•

copy of the statements of
entitlements issued and 		
details of the method and
dates of delivery;

•

breakdown of the expenses
paid from the date of the 		
winding-up and an estimate of
the remaining cost;

method of accruing liabilities
between the date of 		
termination of the fund or 		
scheme and the date of 		
payment of benefits
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This list is not exhaustive as
the FSC may require additional
documents and information.
In the case of partial winding-up of
a fund, the FSC issues a letter of
non-objection where it is satisfied
that the trustees and sponsor have
complied with the provisions in the
Constitutive Documents governing
that process. A partial wind-up of
a fund is a material change which
results in the termination of a portion
of the fund and the distribution of
assets related to the terminated
portion of the fund. The Act along
with the Registration, Licensing
and Reporting Regulations require
that the Constitutive Documents of
a fund address the partial windingup of a fund and the distribution of
surplus on partial winding-up.
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Status Report on Unit Trusts as at December 31, 2014
As at December 31, 2014, there were eleven (11) unit trust funds managed by five (5) fund managers, namely
Barita Unit Trusts Management Company Ltd., Scotia Asset Management Jamaica Ltd., Sagicor Investments
Jamaica Ltd., JMMB Fund Managers Ltd. and NCB Capital Markets Ltd.
Unit trusts portfolios are composed mainly of fixed income securities, real estate investments and equities.
For the quarter ended December 31, 2014, approximately 72.1% of the funds were invested in fixed income
securities, 18.7% in real estate, 7.1% in equities and 2.1% in cash and others. The equity investments are
primarily listed on the Jamaica Stock Exchange.
As at December 31, 2014, total funds managed by unit trusts management companies was approximately
$111.4 billion. The table below compiles data of funds under management for quarter over quarter commencing
December 2013 through to December 2014. For the December 2014 quarter, net inflow was 5.9 billion units
valued at $12.6 billion.

CONTINUED ON PAGE 7
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As at December 31, 2014, Sagicor Investments continued to lead with 55.5% of the market share followed by
Scotia Asset Management with 24.3%. NCB Capital Markets had 11.5%; Barita Unit Trusts Management had 4.9,
while JMMB Fund Managers had 3.8%.
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Status of Mutual Funds as at December 31, 2014
As at December 31, 2014, there were 10 overseas mutual funds registered by the Financial Services Commission
(FSC) for sale in Jamaica. The mutual funds are managed by CI Investments and Scotia. The mutual fund
investment portfolios were composed mainly of equities and fixed income securities.
As at December 31, 2014, there were approximately 9,200 Jamaicans with units valued at US$177 million
invested in the mutual funds that are available for sale in Jamaica.
The table below shows the value of units owned by Jamaican investors as well as the purchases and
redemptions for the quarters ended December 2013 to December 2014.
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Status of the Securities Industry as at December 31, 2014
As at December 31, 2014, there were 44 licensed securities dealers. Of these 44 dealers, the analysis will focus
on 33 securities firms whose core business is dealing in securities. Table 1 displays the changes in selected
indicators for securities firms for the quarters of December 2013 to December 2014.
Table 1: Statistical information of the Securities Firms, December 2013 to December 2014

Figures 1 and 2 display some income expense indicators

CONTINUED ON PAGE 10
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Table 2 below displays a few selected prudential ratios.

*The percentage for December 2014 was calculated based on on the revised definition of Retail
Repos as per Securities (Retail Repurchase Agreements) Regulations, 2014. The term ‘retail repo’
traditionally refers to all repo liabilities entered into between a securities dealer and individual clients
and/or non-financial institutional clients. The definition of retail repos has been amended to refer to
all repo arrangements between a dealer and its investors wherein the title to the underlying securities
is not transferred to the investors.

The FSC continues to monitor the adequacy of each firm’s capital as well as the quality of the assets backing
repo liabilities due to investors.
As at December 31, 2014, the capital to total assets ratio declined by 20 basis points, while the capital base
to risk weighted assets ratio increased by one percentage point. Both ratios were above the FSC benchmark
requirement of ≥ 6 per cent and ≥ 10 per cent respectively.
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Status of the Insurance Industry as at December 2014
Overview of the Life Insurance Industry
Table 1 below provides the statistical information of the life insurance industry for the quarters ended December
31, 2013 to December 31, 2014.
For the 12-month period ended December 31 2014, the life insurance companies generated growth in net premium
earned and investment income by 0.2 per cent and 20.6 per cent, respectively, compared to the corresponding
period. This is partially due to (i) higher interest income from fixed income securities and (ii) higher realized
gains from equities. However, other income for the companies fell from $12 billion in 2013 to $5.2 billion for the
reporting period. The net effect was a decline of 4.9 per cent in aggregate total revenue for December 2014
($66.2 billion compared to $70 billion for December 2013). Similarly, aggregate net income before tax in 2014
fell by 30.1 per cent over the prior year. The 2013 industry totals for other income, total revenue and net income
were skewed as a result of an extraordinary income from related party transactions in December 2013.
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Overview of the General Insurance Industry
With an 11.9 per cent increase in combined net premium earned and a 21.7 per cent growth in net investment
income due to growth in the industry investment portfolios, aggregate net income before taxes grew to $4.3
billion as at December 31, 2014. This represents a 38.7 per cent growth over the corresponding period of 2013
against the background of a 5.5 per cent increase in aggregate total expenses (excluding taxes).
Table 2 below provides the statistical information of the general insurance industry for the quarters
ended December 31, 2013 to December 31, 2014.

The FSC continues to assess the capital adequacy of each company by the solvency ratio, which takes into
account the company’s capital and surplus relative to total liabilities. As illustrated in Table 3, the solvency ratio
for both the life and general insurance industries exceeded the FSC’s minimum solvency standards of ≥ 10%
and ≥ 25%, respectively. The increase in profits for the general insurance industry directly contributed to the
improvement in the return on capital ratio. The underwriting ratio of the general insurance industry was within
the FSC’s benchmark indicating the underwriting expenses for the companies were below their net premium
earnings.

CONTINUED ON PAGE 13
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Status of the Private Pensions industry as at December 31, 2014
Overview
As at December 31, 2014, there were eight hundred and two (802) pension plans covering nine per cent of
the employed labour force, with assets totalling $341.41 billion representing a three per cent increase over the
previous quarter (See Table 1). Plan membership increased marginally during quarter.
Table 1 : Key Statistics

Note: September 2014 has been re-stated

Investment Mix
Direct holdings of securities of governments comprised approximately 41 per cent of total investments as at
December 31, 2014; this represented a marginal growth in the total quantity held. Investment arrangements
represented approximately 30 per cent of total investments. Investment arrangements, which include pooled
funds and deposit administration contracts, are significantly invested in government securities.
1

This number includes pension plans which are active, terminating and those that are inactive.
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Status of the Private Pensions industry as at December 31, 2014 (cont’d.)
This indirect investment in government securities
accounts for approximately 58 per cent of these
investment arrangements as at December 31, 2014.
The value of the equities within these investment
arrangements have increased by 21 per cent during
the quarter and represent 22 per cent of the total
assets of these investment arrangements. However
there was a significant 20 per cent reduction in the
real estate stock which accounts for nine per cent of
the value of these investment arrangements.
Investments in promissory notes increased by 27
per cent during this quarter continuing the growth
experienced in the previous quarters. Investments in
repurchase agreements increased by approximately
22 per cent to $31.77 billion reversing the one quarter
reduction experienced as at September 30, 2014.
Bonds and debentures within the portfolio continued
the upward trend as the value increased by nine per
cent to $5.24 billion as at December 31, 2014.

Despite the continued anaemic performance of the
stocks listed on the Jamaica Stock Exchange (“JSE”),
which experienced a decline of 5.31 per cent for the
calendar year, notwithstanding a six per cent increase
quarter over quarter which was partially attributable
to two new listings on the JSE’s main market during
the review quarter. There was a four percent increase
in value of the direct holdings of stocks and shares
within the investment portfolio of pension plans when
compared with the third quarter of 2014. The value of
this asset class stood at $31.79 billion, representing
approximately nine per cent of total invested assets.
During the quarter, total reported foreign securities
holdings in the industry grew by approximately 29 per
cent to $24.01 billion. A corresponding increase in the
aggregate foreign securities as a percentage of total
invested assets was recorded during the quarter. The
aggregate foreign securities as a percentage of total
invested assets stood at 7.09 per cent as at December

31, 2014.

Active Pension Plans
The number of active pension plans accounted for 53.42 per cent of the total private pensions industry. As at
December 31, 2014 there were four hundred and twenty-nine (429) active plans, three less than the previous
quarter (See Table 3). The winding-up of three pension plans was partly responsible for the reduction in active
membership in private pension arrangements in Jamaica.

2

The Jamaican employed labour force as at October 31, 2014 was 1,124,500 according to the Statistical Institute of Jamaica (statinja.gov.jm).
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Table 3: Membership
Membership in active pension plans as at December 31, 2014 covered 8.42 per cent of the Jamaican employed
labour force a marginal decline when compared to the June quarter (See chart 1). This is as a result of the
decrease of membership in active pension plans and a corresponding reduction in the employed labour force.

Chart 1: Private Pension Coverage as a Percentage of the Employed Labour Force

Active Plans by Type

As illustrated in Table 5, superannuation funds (“funds”) accounted for approximately 97 per cent of the number
of active plans and 96 per cent of total assets. During the review quarter the assets of active retirement schemes
(“schemes”) increased by 6.21 per cent to $14.29 billion, relative to an increase of three per cent recorded by
superannuation funds (See Charts 2 & 3). Whilst membership in active funds continues to decline, membership
in schemes remained flat during the quarter.
Table 5: Active Plans by Type as at December 31, 2014
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Chart 2 – Asset Values for Active Superannuation Funds

Solvency of Active Pension Plans
Four hundred and seventeen (417) plans, representing approximately 97 per cent of the 429 active plans have
submitted solvency data; analysis of the data shows that as at December 31, 2014, approximately 92 per cent of
all active pension plans, for which data were submitted, were solvent. The data also indicated that, for all pension
plans for which data were submitted, 93 per cent of defined contribution pension plans were solvent compared
to 88 per cent of active defined benefit pension plans. In the case of active defined benefit pension plans, the
sponsors have an obligation to fund the shortfall given the nature of these plans.

Summary
The private pension industry continues to be stable in the face of continuing local and global economic challenges.
During the review quarter, the number of active pension plans declined when compared with the September 2014
quarter, as a result of the termination of three plans. The number of Jamaicans participating in private pension
arrangements declined for the second consecutive quarter. The Jamaican employed workforce also contracted
during the quarter resulting in the pension coverage remaining unaffected.
Despite this, the total assets in the private pensions industry increased during the quarter and the solvency levels
of pension plans remained adequate.
*Full Report is available on the FSC’s website*
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Reform of the Retail Repo Market
Over the years, an industry practice has
developed whereby securities dealers
finance large volumes of investments
in securities by short term repurchase
agreements. The dealers retain the
securities underlying the repurchase
agreements in their custody and give
beneficial interests in the securities
instead of transferring legal title to the
investors. This practice is known as the
“retail repo” business.
The Financial Services Commission
(FSC) established a distinct treatment
for retail repo clients in the legal and
regulatory framework in order to improve
the protection of investors’ interests
which is one component of the financial
sector reform. This entails establishing
a Trust to hold the underlying securities
on behalf of the investors during the
life of the retail repo contract. Effective
December 30, 2014, the FSC began
the implementation of the legal and
regulatory framework. This includes
the enactment of the Securities (Retail
Repurchase Agreements) Regulations
2014 which provides a transparent
and robust platform for retail repo
transactions. The new retail repo
transaction structure will involve a third
party functioning as trustee and registrar
to hold the securities underlying retail
repos in trust for the benefit of retail repo
investors. This will ensure that these

underlying securities are held apart from
the dealer’s estate. It will also facilitate
the trustee taking appropriate actions
in the event of a transaction failure to
ensure that the beneficial interests of
retail repo investors are adequately
protected. Of note, the transition to the
new retail repo framework is scheduled
to commence June 2015 and end
August 2015.
The major changes that will affect the
retail repo market are as follows:
• Dealers engaged in retail repos
will be required to appoint an FSC
approved trustee;
• Retail repo investors will be required
to sign a Master Retail Repurchase
Agreement;
• Retail repo investors will be required
to open client accounts in JCSD;
• All retail repo transaction data
will be passed to the trustee;
• Title of the securities underlying
retail repo contracts will be
transferred to the trustee;
• All retail repos registered in the trust
framework must meet the
standard minimum transaction
size as specified by the FSC. Of
note, the minimum transaction size
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will serve as a floor; therefore, a
securities dealer, in keeping with its
own business model, can determine
a higher amount;
• There will be two funding
currencies available for retail repos
under the trust arrangement,
namely Jamaican dollar (JMD) and
United States Dollar (USD);
• The pool of allowable securities that
can be used as underlying
securities for retail repo transactions
will include dematerialized and/or
immobilized securities;
• A standardized valuation 		
methodology will be used to 		
determine the market value for all
securities underlying retail repo
contracts that are held by the trustee;
• All retail repo transactions will, in
addition to the initial margin, require
a daily maintenance margin at the
percentages stipulated by the FSC;
and
• Dealers will have to adhere to the
trustee’s operating rules for
participation in the trust 		
arrangement such as the timelines
for the registration and settlement of
retail repo transactions.
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Events

Event Highlights to be Featured in the next issue
-

Caribbean Group of Securities Regulators (CGSR)
11th Annual Conference and the Child & Youth 		
Finance International (CYFI) Regional Workshop

-

Annual Anti-Money Laundering/Counter-			
Financing of Terrorism (AML/CFT) Conference

Frequently Asked Questions
Question 1 – How long does it takes the FSC to
approve a winding-up application?

Mrs. Amina Maknoon, Senior Director of Investigations and
Enforcement – FSC

On March 30, 2015 the FSC in collaboration with
the Financial Investigations Division (FID) hosted a
public briefing to educate members of the public on
Jamaica’s Mutual Evaluation (MEV) Review 2015 for
CFATF scheduled to take place June 1-15, 2015. The
Briefing took place at the Holy Cross Church Hall in
Half-Way-Tree, Kingston and was well attended. The
areas of focus were the Mutual Evaluation (MEV)
Review 2015 for CFATF: Implementation requirements
for the users of financial services in Jamaica; the
revised Anti-money Laundering/Counter Financing of
Terrorism (AML/CFT) regime; and the role of the FSC
as regulator in protecting the financial system from the
risks of money laundering and terrorism financing. Mr.
Robin Sykes, Chief Technical Director of the FID was
the guest presenter.

The FSC aims to process a winding-up application
within ninety (90) days of receipt of all relevant 		
information and documents and, where applicable,
the trustees, sponsor(s) or administrator(s) have 		
satisfactorily addressed any complexity and/or legal
issues pertaining to the winding-up.
Question 2 – What is the Master Retail Repurchase
Agreement (MRRA)?
A Master Retail Repurchase Agreement or MRRA is an
agreement entered into between a securities dealer
and a client. The MRRA outlines the conditions that
will guide the retail repo transaction in accordance 		
with the Securities (Retail Repurchase Agreements)
Regulations, 2014. It is vital that both the dealer and
the client sign the MRRA to effect a binding contract.
Once signed, the agreement will govern all retail repo
transactions entered into between the dealer and the
retail repo client. The signed document serves as
evidence that the client has invested money with the
dealer and the dealer has an obligation to repay this
money. The MRRA will secure the client’s claims in the
event of failure or misconduct of the dealer.
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