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This is a Free Translation. Any questions arising from the text 

should be clarified by consulting the original. 

 

CVM INSTRUCTION No. 505, OF SEPTEMBER 27th, 2011 

 

Provides for rules and procedures to be observed in the transactions carried out 

with securities in regulated securities markets 

 

The President of the Brazilian Securities and Exchange Commission – 

CVM  publishes that the Collegiate Board, at a meeting held on September 

21st, 2011, pursuant to sub-items “a” and “c” of item II of article 18 of Act no. 

6.385, of December 7th, 1976, APPROVED the following Instruction: 

 

CHAPTER I – DEFINITIONS 

 

Article 1 – The following terms shall be defined, for the purposes of this 

instruction: 

 

I – broker: the institution qualified to act as member of the distribution system, 

on his own account or third parties’ account, in the negotiation of securities in 

a regulated securities market; 

 

II – special agent: an individual or proprietorship qualified to act on his behalf 

or on behalf of the broker, in the negotiation of securities in organized 

securities markets, in the cases and conditions defined by the managing entity; 
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III – principal or customer: individual or legal entity, investment fund, 

investment club or non-resident investor, on behalf of which transactions with 

securities are carried out; 

 

IV – member or clearing agent: the financial institution or the institution 

jointly and severally liable with the latter, before those to which the services 

are provided and before the clearing and settlement entity, for clearing and 

settlement of the transactions with securities under its responsibility; 

 

V – order: act by which the customer determines a broker to negotiate or 

register a transaction with securities, on his behalf and in the conditions 

specified by him; and 

 

VI – linked persons: 

 

a) Managers, employees, and other agents of the broker performing 

brokerage or operational support activities; 

b) Autonomous agents providing services to the broker; 

c) Other experts who have entered into a services agreement with the broker, 

directly linked to the brokerage or operational support activities; 

d) Individuals directly or indirectly controlling or holding equity interest in 

the broker’ company; 

e) Companies controlled, directly or indirectly, by the broker or any linked 

persons; 

f) Spouse or partner and minor children of the persons mentioned in sub-

items “a” to “d”, and 

g) Clubs and investment funds whose majority of membership units is owned 

by linked persons, unless managed by non-linked third parties. 
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CHAPTER II – INTERMEDIATION IN REGULATED MARKETS 

 

Article 2 – The intermediation of transactions on regulated markets of 

securities is exclusively carried out by institutions qualified to act as members 

of the distribution system on their own account and on third parties’ account, 

in negotiating securities on regulated markets of securities. 

 

Article 3 – The broker must adopt and implement: 

 

I – adequate and effective rules to comply with the provisions of this 

Instruction, and 

 

II – procedures and internal controls in order to verify the implementation, 

application and effectiveness of the rules mentioned in item I. 

 

§ 1 – The rules, procedures and internal controls in this Article shall: 

 

I – be written; 

 

II – be verifiable, and 

 

III – be available for consultation with the persons mentioned in article 1, 

section VI, sub-items “a” to “c”, CVM, the entities managing the organized 

markets in which the broker is authorized to transact and self-regulation 

departments, if any. 

 

§ 2 – A breach of the provisions of items I and II of the head provision is not 

merely the absence or inadequacy of the rules, procedures and controls 

referred to therein, but also non-implementation or improper implementation 

thereof for the purposes specified in this Instruction. 
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§ 3 – The following is deemed evidence of inadequate implementation of the 

internal rules, procedures and control: 

 

I – repeated occurrence of failures, and 

 

II – lack of registration of the application of the methodology, in a consistent 

and verifiable manner. 

 

Article 4 – The broker must appoint: 

 

I – a statutory officer responsible for compliance with rules established by this 

Instruction, and 

 

II – a statutory officer responsible for oversight of internal controls and 

procedures provided for in item II of the head provision of Article 3. 

 

§ 1 – The appointment or replacement of statutory officers referred to in items 

I and II must be reported to CVM and the entities managing the organized 

markets in which the broker is authorized to transact, if any, within 7 (seven) 

working days. 

 

§ 2 – The functions referred to in items I and II of the head provision cannot 

be performed by the same statutory officer. 

 

§ 3 – The function referred to in item II of the head provision cannot be 

performed in conjunction with functions related to the broker’s bargaining 

table. 

 

§ 4 – The officers referred to in items I and II must act with honesty, good 

faith and professional ethics, acting carefully and diligently in the exercise of 

their duties, in compliance with a professional position. 
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§ 5 – The officer referred to in item II of the head provision shall submit to the 

broker’s management bodies, up to the last day of January and July, a report 

concerning the semester ended in the month immediately preceding the date of 

delivery, containing the following information: 

 

I – conclusions of the examinations conducted; 

 

II – recommendations for any deficiencies, establishing sanitation schedules, 

when appropriate, and 

 

III – statement of the officer referred to in item I of the head provision about 

any deficiencies found in previous verifications and measures planned 

according to a specific schedule, or taken in order to cure them. 

 

§ 6 – The report mentioned in § 5 shall be available to CVM, to the entity 

managing the market in which it is authorized to transact, as well as to the self-

regulation department, if any, at the broker’s headquarters. 

 

§ 7 – Without prejudice to the responsibility of the officers referred to in items 

I and II of the head provision, the brokers’ management bodies shall: 

 

I – approve the rules and procedures provided in Article 3; and 

 

II – monitor compliance/effectiveness of internal controls and procedures 

mentioned in article 3. 
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CHAPTER III – RECORD OF CUSTOMERS 

 

Section I – General Rules 

 

Article 5 – The broker must make and maintain records of its customers with 

the minimum content determined by a specific rule. 

 

§ 1 – The record of customers may be made and maintained in an electronic 

system. 

 

§ 2 – The electronic system for keeping customers’ record in § 1 must: 

 

I – Allow immediate access of the broker to registration data, and 

 

II – Use technology able to fully comply with the provisions of this Instruction 

and the specific rules regarding the record of customers. 

 

§ 3 – The record of customers maintained by the broker must allow the 

identification of the date and content of all amendments and updates made. 

 

§ 4 – The brokers shall identify the persons authorized to issue orders on 

behalf of more than one principal and inform entities managing the organized 

market in which they transact, if any, as established by such entities. 

 

Article 6 – The broker must maintain its customers’ records updated with the 

entities managing the organized market in which the broker operates, as well 

as with the associated clearing and settlement entities, if any, as established by 

them. 
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Article 7 – The broker may use a unified record if it belongs to a financial 

conglomerate. 

 

Sole Paragraph – Unified record means the electronic system for storage of 

information and documentation for use in a shared manner. 

 

Article 8 – Without prejudice to the responsibilities applied to the broker under 

this Instruction, the customers’ record may, upon approval by CVM, be 

prepared and maintained centrally by the entities managing the organized 

market, the clearing and settlement entities and entities representing market 

participants. 

 

Section II – Simplified Record 

 

Article 9 – The broker shall maintain a simplified record of non-resident 

investors, provided that: 

 

I – the non-resident investor is a customer from a foreign intermediary 

institution, to which such non-resident investor is duly registered in 

accordance with the applicable law in his country of origin; 

 

II – the foreign intermediary institution referred to in item I assumes, before 

the broker, the obligation to provide, upon request, all registration information 

duly updated able to meet such requirements of the regulations of CVM 

concerning customers’ records in the securities market; 

 

III – the broker shall: 

 

a) establish criteria allowing him to evaluate the reliability of the foreign 

intermediary institution referred to in Item I; 
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b) adopt the necessary measures to ensure that the customer’s registration 

information be promptly submitted by the foreign intermediary institution, 

upon request, and 

 

c) ensure that the foreign intermediary institution referred to in item I adopt 

appropriate practices for the identification and record of customers, in 

compliance with the applicable law in their country of origin. 

 

IV – the foreign intermediary institution referred to in Item I is located in a 

country that is not deemed high risk with regard to money laundering and 

terrorist financing and not classified as non-cooperative by international 

bodies, in relation to combating such illegal transactions, and 

 

V – the regulatory agency of capital markets in the country of origin of the 

foreign intermediary institution has entered into a mutual cooperation 

agreement with CVM allowing the exchange of financial information of 

investors, i.e., a signatory of the multilateral memorandum of understanding of 

the International Organization of Securities Commissions – IOSCO. 

 

Sole Paragraph – The entity managing an organized market shall define the 

minimum content of the simplified record and have control mechanisms to 

ensure compliance with this article. 

 

Article 10 – The rules established by the entities managing organized markets 

for compliance with this Section shall include at least the following: 

 

I – obligation to enter into a written agreement between Brazilian brokers and 

foreign brokers, which shall include the following minimum content: 

 

a) the obligation of the foreign intermediary institution to submit to the 

Brazilian broker, the entity managing the organized market in which it 
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participates, or directly to CVM, within the deadlines, duly updated 

registration information able to meet such requirements of the regulations of 

CVM concerning customers’ records in the securities market; 

 

b) clause establishing the application of the Brazilian law to the agreement and 

jurisdiction of Brazilian courts to entertain any claims filed by reason of 

disputes arising out of the agreement, assuming the existence of an arbitration 

clause providing that the arbitration shall take place in Brazil; 

 

c) provision requiring the termination in the event of noncompliance with the 

obligation to provide registration information of non-resident investors upon 

request of the Brazilian broker, the entity managing an organized market or a 

Brazilian government agency with oversight powers. 

 

II – prohibition to use a simplified record by any brokers for customers 

operating through a foreign intermediary institution which has breached the 

obligation to provide information on non-resident investors; 

 

III – deadlines and means of communication, by the Brazilian broker to the 

entity managing the organized market in which it is authorized to transact, on 

the execution, termination or amendment of the agreement referred to in item I 

of the head provision and the breach of any provisions contained therein, and 

 

IV – inclusion of contract compliance verification referred to in item I of the 

head provision and compliance by brokers, with the relevant rules in the work 

schedule of the self-regulation department of the entity managing the 

organized market. 
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Sole Paragraph – The entities managing the organized market must: 

 

I – submit the rules listed in the head provision for approval by CVM before 

such rules enter into force, and 

 

II – make available to CVM an updated list of the agreements between the 

foreign intermediary institutions and Brazilian brokers subject to its self-

regulation. 

 

Article 11 – The provisions of articles 9 and 10 shall apply, where applicable, 

to the central securities depositories, the clearing and settlement entities and 

their participants, in the relationship with global custodians engaged in the 

activity of custody of non-resident investors’ securities. 

 

CHAPTER IV – ORDERS 

 

Section I – Transmission of Orders 

 

Article 12 – The broker may only execute orders given as follows: 

 

I – in writing; 

 

II – by telephone and other voice transmission systems, or 

 

III – Electronic Automated Connection Systems 

 

Sole Paragraph – All orders must be recorded, identifying the time of its 

receipt, the customer that has issued it and the conditions for its 

implementation. 
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Article 13 – The broker must retain records of orders transmitted by customers 

and the conditions of the execution thereof, regardless of their form of 

transmission. 

 

Sole Paragraph – The filing system of the head provision shall be protected 

against tampering and allow for audits and inspections. 

 

Subsection I – Orders Transmitted by Telephone or Other Voice 

Transmission Systems 

 

Article 14 – The broker operating in an organized market must maintain a 

record system of all dialogues with his customers, including through agents, in 

order to record the orders transmitted by telephone or other voice transmission 

systems. 

 

§ 1 – Without prejudice to article 13, the recording system mentioned the head 

provision must maintain control of phone lines and extensions used by each 

user. 

 

§ 2 – The entities managing organized markets shall adopt a regulation on the 

recording system mentioned in the head provision and conduct its oversight. 

 

§ 3 – The regulation of the recording system shall establish the criteria and 

minimum standards for system availability and information recovery. 

 

§ 4 – The managing entities must submit for approval of CVM the regulation 

on the recording system mentioned in the head provision. 
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Subsection II – Orders Transmitted by Electronic Automated Connection 

Systems 

 

Article 15 – The broker may receive orders from his customers through 

connections automated with electronic trading systems of organized markets, 

according to the terms and conditions established by the entities managing the 

organized markets. 

 

Article 16 – The non-resident broker and portfolio manager can only be users 

of terminals of automated systems if the following requirements are met: 

 

I – be headquartered in countries where the regulatory agency of the securities 

market entered into a mutual cooperation agreement with CVM allowing the 

exchange of financial information of investors, i.e., a signatory of the 

multilateral memorandum of understanding of the International 

Organization of Securities Commissions – IOSCO , and 

 

II – be registered in their country of origin as a broker or portfolio manager. 

 

Article 17 – The entities managing organized markets shall adopt a regulation 

on the transaction of automated connections. 

 

§ 1 – The managing entities must submit for approval of CVM the Regulation 

mentioned in the head provision. 

 

§ 2 – In the rules of the head provision, the entities managing the organized 

market must establish that the brokers who are not authorized to transact 

submit themselves, through an express contract provision, to their self-

regulation power in relation to the rules on the use of automated connections 

electronic systems. 
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Article 18 – The transactions carried out by automated connections must be 

supervised by the managing entities and the self-regulation department. 

 

Sole Paragraph – The self-regulation department shall include the transactions 

mentioned in the head provision in its work program. 

 

Section II – Execution of Orders 

 

Article 19 – The broker must execute orders in the conditions specified by the 

customer or, in the absence of any indication thereon, in the best conditions 

allowed by the market. 

 

Sole Paragraph – In order to assess the best conditions for the execution of 

orders, the broker must take into account the following issues: price, cost, 

speed, probability of execution and settlement, volume, nature and any other 

consideration relevant to execute the order. 

 

Article 20 – The broker must establish rules, procedures and internal controls 

on the execution of orders in order to: 

 

I – allow brokers to obtain the best conditions available in the market to 

execute orders from their customers; 

 

II – allow, at any time, the link between the order transmitted, the supply and 

the business conducted, and 

 

III – ensure that customers are informed about the different markets where the 

securities specified in the order can be negotiated. 
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§ 1 – The broker operating in an organized market shall establish rules, 

procedures and internal controls in this article, containing at least: 

 

I – types of orders accepted; 

 

II – time for receipt of orders; 

 

III – form of transmission; 

 

IV – validity of orders; 

 

V – procedures for refusal; 

 

VI – registration of orders; 

 

VII – cancellation or change of orders; 

 

VIII – forms and criteria for fulfillment of orders; 

 

IX – forms and criteria for distribution of transactions carried out, and 

 

X – factors determining the choice of market and trading system for execution 

of the order, when such factors are not indicated by the customer. 

 

§ 2 – In the event of competition between orders, the priority for execution 

thereof shall be determined by chronological criteria. 

 

§ 3 – In the event of competing orders simultaneously given by customers who 

are not linked persons and persons linked to the broker, orders from customers 

who are not persons linked to the broker must have priority. 
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§ 4 – The rules of the head provision and amendments thereof shall be 

previously informed to the customers and be available on the broker’s web 

page in the worldwide web. 

 

 

 

Article 21 – The brokers must file, prior to its entry into force, the rules 

mentioned in article 20 and amendments thereof in the self-regulation 

departments, as established by the entity managing the organized market in 

which they are allowed to transact. 

 

Sole Paragraph – The brokers operating in an over-the-counter market shall 

make available in its headquarters the rules of the head provision of article 20 

to CVM. 

 

Section III – Identification of principals 

 

Article 22 – The broker must identify the final principal in: 

 

I – orders transmitted or transferred; 

 

II – offers made, and 

 

III – transactions carried out or registered. 

 

§ 1 – The clearing and settlement entities may only perform the clearing and 

settlement of transactions whose final principal is registered in their system. 

 

§ 2 – The broker must identify the final principal of the transactions made 

through its bargaining table within 30 (thirty) minutes after the transaction is 

recorded. 
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§ 3 – CVM may authorize the entity managing an organized market to 

establish longer periods for identification of final principals when the 

operational features require so. 

 

§ 4 – The final principal does need not be identified in transactions of sprayed 

orders for the sale of membership units, as defined in a specific rule, as well as 

in other transactions previously authorized by CVM. 

 

Article 23 – Re-specification of transactions is prohibited, except in cases 

expressly provided in this article. 

 

§ 1 – The portfolio manager, duly authorized pursuant to article 23 of Act no. 

6385 of December 12th, 1976, may re-specify the principal in transactions 

exclusively carried out for accounts of the portfolios and investment funds 

managed by him, previously recorded with the broker. 

 

§ 2 – The non-resident broker and the portfolio manager may re-specify 

transactions exclusively for accounts from their own portfolio, as well as their 

customers’ or funds’ portfolios. 

 

§ 3 – The broker may re-specify transactions where an operational error has 

occurred, provided that it is justified and documented in accordance with the 

rules adopted by the entity managing the organized market. 
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CHAPTER V – PERSONS IN SPECIAL SITUATION 

 

Section I – Special Brokers 

 

Article 24 – Special Brokers may only negotiate directly on organized stock 

exchange market on their own behalf or on behalf of brokers, in the cases and 

conditions defined by the entity managing the organized stock exchange 

market in which they are allowed to transact. 

 

§ 1 – Special Brokers may only settle their transactions through a clearing 

member or agent to which they are bound by contract. 

 

§ 2 – Special Brokers are forbidden to execute orders issued directly from 

customers of brokers. 

 

Section II – Persons linked to the Broker 

 

Article 25 – Persons linked to the broker may only trade securities on their 

own account, directly or indirectly, through the broker to which they are 

linked. 

 

§ 1 – The provisions set forth in this Article shall not apply to: 

 

I – financial institutions and entities assimilated to them, and 

 

II – persons linked to the broker, in relation to transactions in an organized 

market in which the broker is not authorized to transact. 

 

§ 2 – Transactions carried out to the broker’s own portfolio are assimilated to 

transactions of linked persons, for purposes of this Instruction. 

 



18 

 
 

§ 3 – Persons linked to more than one broker must only choose one of brokers 

to whom they are linked in order to exclusively negotiate securities on their 

behalf. 

 

CHAPTER VI – TRANSFER OF TRANSACTIONS 

 

Article 26 – The entities managing organized markets shall establish rules, 

procedures and internal controls for the transfer of TRANSACTIONS carried 

out in their trading environments or systems. 

 

§ 1 – The rules, procedures and internal controls referred to above shall 

provide, at least: 

 

I – the minimum amount of the agreement establishing the transfer link 

between the brokers, and 

 

II – a form of identification and registration of the transactions resulting from 

transfers. 

 

§ 2 – When the transfer of transactions is caused by a decision of the customer, 

it must be registered in both brokers involved in the transaction. 

 

CHAPTER VII – PAYMENT AND RECEIPT OF AMOUNTS 

 

Article 27 – The payment of amounts to brokers by customers shall be made 

upon bank transfer or check held by the customer. 

 

Article 28 – The payments of amounts to customers by brokers shall be made 

upon bank transfer or check held by the broker. 
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§ 1 – The bank transfers mentioned in the head provision shall be made to the 

current account held by the customer previously identified in its record. 

 

§ 2 – The transfers to non-resident investors may be made to the current 

account of the custodian appointed by the customer that must also be identified 

in the record with the broker. 

 

Article 29 – For all payments made, the broker must keep a file containing: 

 

I – check number, in case of payment by check; 

 

II – number of the electronic document transfer, in the event of bank transfer; 

 

III – the amount; and 

 

IV – the drawee bank, indicating the branch and the current account 

 

Sole Paragraph – The checks used for transfers of funds between brokers and 

customers must contain stripes with the words: “exclusively for credit in the 

original beneficiary’s account.” 

 

CHAPTER VIII – RULES OF CONDUCT 

 

Section I – Duties of Brokers 

 

Article 30 – Brokers must perform his activities in good faith and with 

diligence and loyalty to their customers. 

 

Sole Paragraph – Brokers are forbidden to favor their own interests or linked 

persons’ interests to the detriment of the customers’ interests. 
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Article 31 – Brokers must establish rules, procedures and internal controls able 

to prevent any damages to the customers' interests as a result of conflicts of 

interest. 

 

Sole Paragraph – The rules, procedures and internal controls of the head 

provision shall: 

 

I – identify any conflicts of interest that may arise between them, or persons 

linked to them, and their customers or between customers; 

 

II – allow, in a situation of conflict of interest, the broker to carry out the 

transaction on behalf of the customer, independently, and 

 

III – establish mechanisms to inform the customer that the broker is acting in 

conflict of interest and the sources of such conflict before carrying out a 

transaction. 

 

Article 32 – The broker must: 

 

I – Ensure the integrity and regulate the operation of the market, including the 

selection of customers and the requirement of collateral; 

 

II – Control the customers' positions, with periodic reconciliation between: 

 

a) orders executed; 

 

b) positions contained in the database generating the bank statements and 

statements of transactions delivered to their customers, and 

 

c) positions supplied by clearing and settlement entities, if applicable. 
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III – Keep records of the current account of all financial transactions of their 

customers; 

 

IV – inform CVM upon the occurrence or evidence of violation of the 

legislation to be supervised by CVM, within five (5) working days as of the 

occurrence or identification; 

 

V – Provide their customers with information about the products offered and 

their risks; 

 

VI – Provide their customers with information regarding the mechanism of 

compensation for losses established by the managers of the organized market, 

if any; 

 

VII – Indicate in the brokerage notes, invoices, and entry notices sent to 

customers, the amounts resulting from brokerage of those related to services 

provided by the broker and fees and charges levied by the entities managing 

the organized market or other third parties, as the case may be, and 

 

VIII – Provide its customers with information and documents related to 

transactions carried out in the manner and time limits provided in its internal 

rules. 

 

Article 33 – The broker shall disclose in its page on the World Wide Web, 

before the commencement of its transactions, the internal rules prepared for 

compliance with this Section and amendments thereof. 

 

Article 34 – Brokers must file, prior to entry into force, the internal rules 

adopted to comply with the provisions of this Section and in Chapter II and 

amendments thereof, with the entity managing organized markets in which 

they are authorized to transact and the self-regulation department, if necessary. 
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§ 1 – The entity managing organized markets in which the broker is authorized 

to transact and the self-regulation department shall define the minimum 

content and supervise the internal rules adopted by each broker. 

 

§ 2 – Brokers operating in over-the-counter markets shall make available in 

their headquarters to CVM the rules provided in this Section. 

 

 

 

Section II – Prohibitions 

 

Article 35 – Brokers shall not: 

 

I – use current accounts held by more than two (2) holders; 

 

II – accept or execute orders from customers who are not previously registered 

or with outdated records; 

 

III – allow the exercise of proper activities of participants of the system of 

distribution of securities by persons who are not authorized by CVM for such 

purpose; 

 

IV – exercise the activity of portfolio management without the corresponding 

authorization from CVM; 

 

V – allow participants of the distribution system of securities that are under 

their responsibility to undertake activities which are not expressly authorized 

by CVM; and 
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VI – charge from customers any brokerage or commission concerning 

negotiations with securities during the period of public distribution thereof, 

except for negotiations on organized markets with securities already traded on 

such market and provided that the customer is adequately informed about the 

public distribution in progress. 

 

CHAPTER IX – FILES 

 

Article 36 – Brokers must maintain for at least five (5) years from the receipt 

or generation by the broker, or for a greater period by express determination of 

CVM, concerning administrative proceedings, all documents and information 

required by this Instruction as well as all mails, internal and external, all 

working papers, reports and opinions linked to the exercise of their functions, 

whether physical or electronic, as well as the complete recordings referred to 

in article 14. 

 

Sole Paragraph – Scanned images are allowed in place of documents. 

 

CHAPTER X – MISCELLANEOUS 

 

Article 37 – Brokers must conform to the provisions of this Instruction and the 

rules enacted by the entities managing the organized market until October 1st, 

2012. 

 

Article 38 – Violation of the rules contained in articles 2 to 5; 12-14, 19, 20, 

22, 23, 29-32, 35 and 36 is deemed a serious violation, for purposes of the 

provisions of §3 of article 11 of Act no. 6385, 1976. 

 

Article 39 – The following is revoked: 

 

I – CVM Instruction No. 122 of June 6th, 1990; 
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II – CVM Instruction No. 348 of January 23rd, 2001; 

 

III – CVM Resolution No. 372 of January 23rd, 2001; 

 

IV – CVM Instruction No. 387 of April 28th, 2003; 

 

V – CVM Instruction No. 395, September 23rd, 2003; 

 

VI – Articles 1 and 2 of CVM Instruction No. 419 of May 2nd, 2005, and 

 

VII – CVM Instruction No. 437, July 5th, 2006. 

 

Article 40 – This Instruction shall enter into force on April 2nd, 2012. 

 

Original document signed by 

MARIA HELENA DOS SANTOS FERNANDES DE SANTANA 

President 

 


