Government of Pakistan
Seeuritics and Fxchange Commission of Pakistan

Igtamichoed, the .E""'_.-'Eugus.'. ST
NOTIFICATION

S.RO__Z5Y (112017 -The follewing draft Furures Brokers ( Licensing and Operations)
Regulations, 201 7 proposed to be made by the Securities and Exchange Commission of Pakistan in exercise
of the powers conferred by sub-section (1) of section |14 read with sections 58, 39, 51, &2, /3, 54, 65, A8
and 95 of the Futures Marker Act, 2016, {(XTV of 2016) arc herehy published for infommiation of all the
persons likely to be affected thereby and notice is hereby given that objections or sugpestions, if any,
received within (ourteen duys from the date of publication in  the official Gareme, with subsequent
placement of the draft regulations o the website of the Commission, shell be tuken into consideration,
namely:-

CHAPTER 1
I'BELIMINARY

T Short title and commencement.- 1) These regulanions shall be called the Futures Brokers
[Licensing and Oiperations) Repulations, 2017,

() They shall come intn torce on the date of commencement of Part [V of the Act,
2. Definitions.- {1} In these regulations, unless there is anything repugnant in the subject of
CONIEXT, -
() "Act" means the Futures Maorket A, 2016 (XY of 20160
=3} “Annexure” means annexure appended 1o these repulelions;
el *adverisement” means dissemination ar conveyenee of information, or an invitelion

or solicitation, in respect of the services that the fistures broker is licensed to carry
on, by any menns or in any form, including by means ol.

[ publication in a newspeper. magazing, journal or other periodical;
[ii} dizplay of posters, notices, hillhoards, hoardings eic.;

(iii} circulers, handbills, Bbrochures, pamphles, books or olher ducumenis;
(v lemers addrossad to mdivideals or bodies,

() photogruphe or cinematograph films;

(vi1  sound broadeasting, television, the [zternet o1 other media; o7

iviil  tele-marketing and $M3 marketing;

{d) "Form™ meens Forms appended to these regulations:
[e) “fitures broker” shall have the same meaning a8 assipned to it in clause (24) of sub-

section (2] of the Act;

(1] wegstamer bank account” meens the hank account opened by the furures hroker with
g zeheduled hank in Pekistan wherein gll costomer money is deposited and
airtained;

g} “eampanies Act “ means the Companies Act, 2017 (XIX of 2017

(h s chadyled bank™ ks the same meaning as defined in clause (m) of Section 2 of the

Siate Bank of Pakistan Act, 1956 (XXX of 1936);



(il “sohedule™ meens schedule appended tothese regulations; and

(i} "unique identification number (UIN)" meens the unique identi Geation number issued
by a clearing house to & person {or trading on the futuszs exchange.

{2} Words and expressions used but not defined in these regulations shall have the same meaning
as assigned to them in the Act, the Securities Act, the Companics Act, the Securities end Exchiange Commission
of Pakistan Act, 1997, the Central Depositories Act, 1997 {X1X of 1997), or any rules made thereunder.

Chapter [T
LICENSING REQUIREMENTS FOR FUTURES BROKER

3. Prohibition.— No person shall act or perfiorm the funotions of o futures broker unless such
person 15 licensed by the Commission 8z a futures broker in accordance witl these regulations

Provided that eny person who s performing functons of a [ujures broker (commodity finures broker),
immediately befone coming into foree of these reguiations, shall B required to obiain a licence under these
regulations s o fulures broker within a period of oneé year (rom the date of coming inte lorce of these
regulations,

4. Eligibilicy criteria for livensing of 2 futures broker,- Sebject o provisions of ihe Act, o
public or private limiled company may apply W the Commission for leence as o futures broker under any
one of the categories specified in sub-reguiation {2} of reguletion £, if-

[} the applicent’s memomndun and articies ol association allow (0w apply for grung of
licence as a futures broker under the Acs

(b the epplicant identifies nomes and details of s sponsoks which shall be required to
colleetively hald wind retain mof less than fifty one percent ol the shore capital of the
applicent, and in the case of & listed company, not less than twenty five per cent of

the shire cupite| of applicant;

el the applicant and ils sponsers do not have controlling interest in any other company
nwlding lcence as a sccuritics broker ar futires broker;

id) the applicant, s sponsors, direclers end senior management officers are T and
propor persans is per the crilena specified in Annexure B

i) its sponsors have and will continiue to have representation of al leas! twenty per cent
ot itz board of directors;

[t the spunsers’ portion of share capital of the applicant or eny pant thereol shall not be
sl or franslerted, for any grrangementfagreement for trenster of control of the

futures broker shall be atfacted withoul 2rer written appraval of the Commission:

sl s memarandum of association requires prior approval of the Commission for
maxing any chinges therein, other thin an increase in its authorized shere capitial;

th) it meets the financial resounces requirements specified in these regulations: and

(L) It hiws and shall continue to have the requisite number of personnelemplayees having
mncutory cerification ey specified by the Commission from time to lime:

o |



Provided that in case of & cormpany referred o in proviso tn seetion 3, the Commission Ty, U a
request made by the applicant, grunt additional time for compliance with the requirement of clause
thl, on a case (o case hasis,

_ 5-_ Application and procedure for granting 2 licence.- (13 Subject to regulation 4, wpplication
for a licence as a fitures broker shall he made o the Commission in Form A alang with all the decements
specified in Annexure A and recsipr evidencing pavment af nos-refundable fee of <uch amount as spect fad
in Schedule [

(3 A company applying for lieence under sub-regulation {13 shall submit its application wlong-
with supporting documents through the futures exchanee e the Cammission.

i4) The futures exchange skull serutinize the application for grant of licerce and the documents
sehmitted by the applicent prior to submission of the same for consideration of the Commission along-with
a letter ot recommendation inter alia covering the fallowing-

ta}  thecontents ol the application for licenes ané supporting documents are in conformity
with these regulations:

(b1 the applicant meets the requirements of the Act and these regulations for the purposes
of licenes under theze repulations;

te)  theapplican, its spusisors, direclors and senior management officers are £it and proper
persons as per the criterin speeified in these repuintions;

(dy  the applicanl has arranpements for putting in pleee such trading, clearing and
sestlement, accounting and recording systems as are necessary for the purpases of the
applicant’s existing and amicipated operetions of business:

(2]  the upplicant has wrinen policies, procedures, systems and controls to resolve
customer comploints, handle conflict management, monitor unethicel conduct and
market abuse, prevent money laundering and combat terrerist financing; and

{1 the pust track record of regulatory compliance of the applicant, its sponsors, directars
and senior management officers, with the fitures exchanpe or any other cxchange,

5] The Commizsion, while considering the application for licence, may reguire the applican? to
furnish such further informasion or clarification 25 it doems appropriats,

18] The ppplicant shall, if' se required, eppear before the Commission for a representation through
g person duly authorized Tor this purpose in weiting by the boand of divectors of the epplicant,

{7} Aniy subseguent change in the information provided to the Commission at the fime of filing of
epplication under sub-regulation (1) shall be communicated to the Commisslon within live working days from
the date ol such chonge.

fi. Financial Resources Requirement.- (1) An applicant for a lHeence as a futures broker
shall comply with and ensure ongoing compliance with the fallowing specified levels of minimum
paid=up capital, net worth and nel capital balance-

Lad



Type of Brolker Paid up Ca pita.'l Met worth | Minimim Net
: -PER million- PKR million- Capital Balance
| ——FPKR million—-

LE A
] g
| L iy

Ln

____ Universal 3
Commodiny-Specific |

P
tn

[} A Futures broker, deemed licensed under regulution 3, that does not ful il the requirements of
minimun paid wp capital and/or net worh, shall be required to meet the minimum paid up capital andfor nel
worth requirerents within thees yesrs from the date of commencement of these regalutions.

(3 The tutures broker shall be required to meet the minimum requirement refecred {0 in sub-
regulation {2] ina phazed manner.

{4 In case a fitures heoker fails to meet the minimum paid-up capital and/or met-worth
sequirements as specified above at the end of any year, the futures exchange shell immediately restrict the
trading tacility of such Tutures broker and its licence shall be suspended by the Commission withoul prejudice
lo amy other diseiplinary action under the Act and these regiiations.

(55 A futures broker shell file bi-annueal statements of net capital balance with the Commission,
the clearing houss and the futures exchasge computed inoa manser specified in Schedulz 11 end LI respectively,
immediately after coming into force of these reguistions. and shall alse submit an audited staterent of net
capital balance on kel weerly basis.

(] A futiires beoker shall immedintely notify the Comemission, the clearing houvse and the futures
exchange i the net capital balance falls below the speciticd threshold and shall immeciately stbmil the revised
net capitol balance colvelotions,

(71 In casz of any shortfall in the net capital bulance either reported by the futures broker or
identified by the clewrng house, the futures sxchunge or the Commission, the futures exchange shall
immediately restrict 1he trading facility of such futures broker and shall only allow it o close out the open
position(z]) in g controlled environment,

A The net worth of a futupes broker shall be culeulated as toial assets less total Hahilitics less
surplus on revaluation; iFany, created upon revaluation of fixed asseis:

Provided that the Commission may issue elasification [n respect of treatmens of any item of assels

7. Additional requirements for Heence as o futures broker- Licence Tor fuiures brokers
sitall only be grented to an applican which Nutflls the additionel conditions that, in cese of & public or private
commpeny, &t lzast ane dirgcior on its board meels the criteria of indepondent director.

Explanationi- For the purposes of these reguliations the expression “independent director™ in relation e the
futiires broker means such director whe is not connected or does not have iy other relstionship, whether
preuniary or otherwise, with the flures broker, s esseciaied companies, subsidieries, holding company,
spansors or directors. The fest of independence principally emanates Trom the fect whether such person can be
rr':’ls,-;::nul::l}' porecived #s being wble to exercise independent business judgment withoul being subservient 1o
wny form af conflict of merest:

_ Provided that withou! prejudice to the generality of this explanation, ne director shall be considered
independent it ons or more of the following circumsiances exist:

{a) he'she has been an employec of the futures broker, any of it subsidiaries or holding company
within the last three years;

o
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8.

hefshe is or has been the chief executive officer of subsidiaries, associated company, rssociated
undertaking or holcing company of the futures broker in the lust three years;

he'she has, or has had withir the last three years, a material business relationship with the futures
praker either directly, or indireetly as a pariner, substantial shareholder or director nf a hody that
hits such a relationship with the futures broker;

he'she has recelved remunecztion in the three years preceding his‘her sppointment as o director.
advizor or consultant, or receives additional rermuneration, excluding retirement benefits fram
the fitures hroker spart ffom a director's fee or has participeted in the futeres broker's share
option or a performmance-related poy scheme;

hefshe 15 & close relative of the futures broker's promoters, directors or substential sharcholders:
Explonation; close relative means spousels), Dneal ascendants and descendants and sihlings;

hershe hulads cruss-directorships or has significant links with other directors through involvement
in olser companies or bodies; or

hicrshe has served om the board Tor more than three consecutive terms ftom the date of his Grst
appointment provided that such person shall be deemed “independent ditector” afler & lapse of
o fersm;

Provided thal sny persen nominaled a5 4 direclor under sections 164 and 165 of the
Companies Act shall not be taken tn he an "independent director” for the above-mentioned
PUrposEs:

Provided fusther that in case of any embiguity in determining independence of a person
for the purposes of these regulations, the decision ol the Commission shal! be final and Sinding
upcn the futures broker,

Crrant of licenee- (1) The Commizsion, while considering the application for granting a

licence, shall inrer-alia take into accaunt the following malters,-

L)

ihl

[{4)]

()

(e

(n

g3

that the gpplicant meets the reguirsmenis of the Actand these regulations;

that the applicant has the sbility W efficiently handle its functions as a futures broker and is
abligations under the Act and these regulations;

that the applicant has the necessary infrastructure including but not Timited ta linancial reseurces,
policies, procedurss, systems and <ontrols to effectively and efficiently discharge its
responsibilities as a futures broker;

thut the applicamt satisfies the Commission thal the reasons for an earlier relusal for grant or
renawal of licence, it any, #s o [ulures broker are oo donger gpplicahble;

adherence to the [t and proper erfleria contained in Annexure 13; and

history of past regularory compliance and any pending penal action against the applicant, its
sponsoTs, direclors or senior management officers for an offence under the Act, the Securitics
Act, the Secyritics and Exchange Ordinance, 1969 or the Ordinance,

apinien of any other exchanze on the conduet of the applicant, its sponsors, directors and senier
mnagement officers if they have ever heen licensed as a broker, andfor intermediary, in the
past

{21 The Commission, upon being satisfled after condusting such nquiries and obtaining such



further information as i1 deems appropriate thit,-
{a) the applicant is eligible for & licened;

(o1 the applicant is in complence with the provisions of the Act, these regulations and any
directives'puidelines/codes issued thereunder; and

{1 i is in the public interest and interest of the commadity marcel

miy wrant @ licenee ta the applicant in Form B for a period of one year under the provisions of te Act and
communicate this o the lutures exchange.

Provided that while deciding to grent liceniee to 8 futures broker, the Commission may seek additional
‘ntarmaticn from other Govertment agenciesregulatory bodies including obtaining credit informiation bureau
{C1B) reports from the State Bank of Pakistan and may alse conduct a pre-licence assessment or 2 visit of the
premises nf the applicens o verify the genuinencss of information submitted and assess the capacily of the
applicant,

{31 Matking in these regulations shall affect the power of the Commission to restrict, suspend of
caticel the licence of & fitures heoker under the Act if any or all of the evenls as mentionad therein have
accarred or the futures broker [uils o comply with eny of the requiréments of these reguiations.

(4)  Within three months of the grant of licence, the Tilures exchangs, prior to allowing
commencement of husiness 1o a fistures hroker, shall confirm through a visit of such fulures broker’s premises
thet the futures broker has put in place-

foy  adeguate professional management including brunch hesds, sysiem operators and
complinnce officer, a5 is necessary to allow the futures broker to carry out its obligations
in soeordance with the applicable laws, circalars, directives, el

(b}  necessary tochrology, systems and mternel procedurss;
[e) organizaticnsl stroctore with clear lines of responsibility and authority;

{dy  risk mondpement, superyisory . system,  infrstruciire including bat oot limdted 1o
adequate oftice space, equipment end tochrical aspects incleding appropriate
errangement for ¢learing, and settlement services woeffectively and efficiently discharye

its respangibiliies as g fuferes broker with capacity for ongoing mainstenenee of the seme;

(2)  internal control measures (o ensur that costomer's risk profiling is cermed out incloding
reasures 1o assess investor suitubality, product compatibilicy &nd responsible selling; and

() know-ynur-cusiomer enc customer due diligence measures are in plage 10 combat money
taundering.

Provided that in case e fulures Sroker isan existing commodizy [utures broker, holding a licence with
the Cemmissian, it shall be allowed to eommence its business immesdiately subsequent to grant of Heence
subiect o an undestaking that it continues 1o be compliant with the aforementioned conditions

9, Renewal of licence.- (1) Sultject tn the provisions of the Act and these regulations, » fdures
broker shall, ane month prior to the date of expiry of its licence, apply 1o the Cemmission through the fulures
exchange in Form C along with all the documents as specified in Annexure C and receipt evidencing pavment
of renawal fiee of such amount as specified in Schedule [, for renewal of its leeree :

o B T rl..lll.ir"L'E hn‘.-l.mr applying tor renewal of licence under sub-repulation {13, shall submit its
application along-with supporting documents theovgh the futcres exchange 1o the Commissian,



: ﬁ.} Erior wo submission for consideration of the Commission, the fitures exchange shall serutinize
the application for renewal of licence and the documents submitted by the Tutures broker, along-with & letter
ol recommendetion stating thut it has reviewsd the contents of the application end the M.; pening documents
and has found the same to be in comtormity with the Aet and these regulations: e i

Provided thal while submitting the letter of recommendation to the Commission, the futures exchan pe

' bt P . f | '

shall also ke inte account the fitures broker's aumtstanding customer complaints and [ts track record with
respect to its complisnce with the epplicable regulatory requiscinents:

Provided furher that along-with the recommendation [etter. the futures exeh ange sholl sabmit &
'p. - . - . i . - » 1 . . & }
FI:I:l.II'IHH‘II'L'III 1o the Commiszion that & kas visited the premises of the fulures broker and is satisficd with the
infrastruciure and humen resources deplayed by the futures broker (o enzure ongoing complisnes with these
resulations.

Frowvided further thel in case of an existing futures broker, holding license with the Commizsinn, ohly
such docsrents will be reguired to be submitted hy the applicant which have nol already been prosided by it
Al the time of applying for licence, or subsequent renewals, and the furures exchanee and the Commission shall
anly check complisnce of such applicant with any additional requirements as applicable under the Act,

1<) The Commission upon heing satisfied that the applicant continues o meet the Teqiirements
four |!-l‘-‘1.'-‘.'.‘_"-[."l.g- i5s in complianee with the provisions of the Ach  rules, regulations  wnid  any
directives guidelines‘codes Issued thercunder and &t is in the public interest and inlerest of the commodily
market, may renew the “icenee for one vear end issus a certificare of renewal of licence to the tpplicant in the
Form 1,

12} Whers the application for renewal of licence is made within the provided time but has ot been
decided by the Cammission, the licence of the futures broker shall cont nie o be valid until the applicetion for
renewal s decided by the Commission. .

(6] While rznewing the licence of & futures broker the Commission may, in addition to the criteria
laid down Tor grint of livence, also mke ivto account the past track record and history of seeulatory
compliznee o7 the futures broker, iis sponsers, directors and senior management officers.

(71 The Commission shall send an intimation of reneswel of Heence af the futures broker o the
futures exchange,

1. Procedore where licence is not granted or renewed.- { |} The Commission, after Biving a
reasonable apporiunity of hearing to the applicant, smay refuse 1o grant or renew & licenee if in the opinion of
the Commission such epplicant does not fulfill the requirements specified under the Act and these regulations
and where the Commission afler takang inlo secount the facts, is of the view that it is not in the public interest
o7 in the interest of the commadity market to prans or rencw a liconoe

(2] The applicem, if aggrieved by the decision of the Commisaion under sub-regulation (17, may.
within & perind of thirty days from the date of receipt of such refusal, prefer an appeal 10 the appellate bench
of the Commission undzs section 35 of the Sccuritics and Exchanpe Commission of Pakistan Acl, 1997,

[3F A futures broker whose application for renewn! of lieence is refused shall immediately inform
all its existing customers, setzle all dues of the customers within fifteen dayva and shall remain responsible for
clearing and settlement af all its ohligations up fo the date on which it has been working 2= a futures brokes, in
the manner specified by the fulures exchange with the approval of the Commission.

(4 The Commission shull communicale its decizion of relusal to grant or renew the livence 1o the
applicant or futeres broker, a5 the cose may be, end the [uivres exchange lorthwith and in the case of relusel
o renew the Heence may also publizh such fact in & newspaper of wide cireulation in Pakisian,

11. Cancellation of licence.- (11 A futores broker may epply (o the Commission for cuncellation
af i1s licerce along-with a confirmation from the fitures exchange that such fulures broker has infermed all is

I



exisfing custamess. scttled all dues and pending claims of the customers and has completed all for melitiies for
g 3%
closure of blIS'Jl.'l':'-q-:'h-

(31 ‘The Commission rmay, after being satisfied that all formalities for closure of business neluding
setticment of customer ciaims have been completed, cancel the licence of such fulures broker:

Provided that the Commission may impose such comditions & it deems appropriate at the time of such
cancellulion of licence.

(3] The Commission may cancel the licence granted to o [utures broker in pecerdance with the
provisions of the Act and/or where-

(4] the membership of such fitures broker is cancelled by the [ulures exchange; or

ik the futures broker is declared defaulter by a furures exchange und the reason for such
declaration is not removed within & period of six moniiis from such decluration; o

fe] the futures broker swrrenders the membership cortificate and the futures exchange
cancels such membership certiffeats sehject to the requirements of reguletions of the
[utures exchange] or

[ the futures broker s declared insolvent by o Court; o
(e the Tulures Broker fils to apply for renewsl of licenee within the specified times or
() the licence is suspended by the Commission and such suspension has nol been

revaked till the time of expicy of licence issued to the futures broker; or

| the pame of any sponsor ar direclor appears ia the Exit Contral List; or

a bt

() serious courl proceedings have been initinled against the broker or any of 1t sponsors
wr directars: or

(i i the opinien of the Commnission, the continuation of the licence 1= not in the public
inlerest or interest of the commuodity market.

{4} A futures broker whose licence is cancelled under sub-repulazion () shall inform all its
existing custorters, settle all dusz of the customers within fftesn dovs end shall reenain respostsible for cledring

and settlement af all its ahligations up 1o (he date on which it has been working a5 a futures hroker.

{3 The Cosrunission shall send an mtimation of cateellation of licence of a futuces broker 1o the
futures exchenge, und may wlso publish the arder of cancellation ina newspaper of wide circulation in Pekisman,

Chapter 11
CONDUCT OF A FUTURES BROKER

12, Iowitations wnd Advertisements.- {13 A furires broker shall notadvertise its business pahliicly
unless it obtains prios elesrance from the futures exchangs.

(23 A lutures broxer shall not publish, cireulate or distribute gny sdvestisement or any information
wilch is false, misleading or deceptive,

(33 A futures broker shall not publish, cireulate or distribute any edvertisement that DrMmIses of
Buaruniees gny Fefurn 0r maxes any exaggerated $intement or preseatation to exploit an ndividual®s lack of
experience and knowledge and should not include any other hing which otherwise is prihibitad,



(41 In the event of suspension af any futures broker, the Folures broker so suspended shall not
make aty sdvertisement eltber singly or jointly with any ather futures broker during the period of suspension:

Provided that the Commission may specify detatled advertisement plidefines from time (o Sme.

13,  Disclosure of financial risks.- (1] A futures broker shall not commence business with o
customer unless such fumures broker develops o keen understanding of the underlving investment objectives,
mnvestment harizon end risk tolerance of the customer and based on the above, o futures broker must provide
the customer with @ rish disclosure document in pccordance with the specimen provided hy the futures
exchenge or the Commission, from time to time, inter alia containing the basic risks involved in trading in

=

tutures contrivts including explanetion of the fallowing:

(&) the risk of hrgher volatility which may affzer the complete or partial execution of an erder and
the price al which it muy he cxeciited:

(b risk of lower liguidity;

rcl speculafive Cuding;

(] risk ol wider spread;

(e} price fluciuazions due Lo cotparete announcemcnts;

(N systemic risk: and

(g) specific risk: of trading on futures and leverage markets ete;

Provided further thal in case the futures bBroker also holds licence of a sccuritics broker with the
Commission, it may provide one consolidatzd risk disclosure decument to the customer conlaining risks of
both securitios and futures markels,

2} The fincres broker shall obsain a wrinen acknowledgment duly signed and dated by the
customer confirming thar such customer hos understood the neture and contents of the risk disclosurs
documnent.

(3] The fumeres broker shall docement meeting with the customer and maiatain a record of need
ussessment and product suitahility analveis to ensure respansible selling

4.  Conflict of Interest- (1) The [uures broker shall fake all reasonable sieps including the
framing of appropriate policies and procedures to climinaie conflie of interest belween such futures hroker
andior its tracders, and 118 cusfomers

() Subject o the provizion of suberegulation [, swhere any conflisl of inlerest arises herwesn
the futines broker for 08 Inders, and ils customer, the Tulures broker shall immedietely inform the customer
through veritiable means and not gain any direct or indirect advantage froom the situation and shall et in the
best interests of the customer,

(Y] The futures broker muost taks reasonable steps to ensure that neither such futures broker nor
any of its employees or aceredited representatives either offers or gives, or solicits or accepts, any inducement
that ix likely to contlict with any dutics owed tn the customers.

(43 'he tumeres broker shall pot i plece o mechanism and take steps 1o avoid and eliminete the
misalignment of incentives due lo conflict of interest between the compensation of scnior management officers,
emplovees and accredited representatives af the futures hroker and interest of the customers.

(5] The futures =roker shall discloge the names of such persons o its costomers who are working
s s accrediied represertatives,

{&] The futeres broker shall put in place & mechanism 1o reselve any conflict of interest that may
arise in the conduct of business und lake all reasonabie steps to resolve all conliclz of intéresiz inan equitable

EFATINCE.

(7 Where 3 futurcs broker has @ materiel infercst ina transaction to be entersd micowith or fora



customer, or & relaionship which gives rise to a cenflict of interest in relation o such a tramsaction, the futures

; . ; 2 - i 2 - I 4 - 5 i . - & I I- .
bruker shall nor knowingly either advise, or deal in the exercise of discretior, in relation. to that transaction
urless the Fuiures broker has,

in]  disclosed that muterial ioterest or relationship, as the cage may be, 10 the customer; or

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

(2 The fulures broker shall meke eppropriste disclosure to customers of possible source or
potential areas of conflict of interest which could impair its ability to render fair, chjective and unbizsed
EELVICE,

(9 Incase of any breach of policies by its empluyees and aceredied representatives, the futines
hraker shall pramplly investigate, and take approprigte action against the persuns responsible.

15.  Confidentiality.- { 1) The futures broker must have in place proper systems and controls aleng
with clearly documented policies and procedures reasonably desipned, for ensuring confidentiality of
information in relution to i1s buginess 8s a futures broker

{2} The futures broker shell tuke #ll reasnnahle steps to eliminate the potential use of information
to the disadvantage ol its customers, of tn its own and/or [ts employees’ unfuir edvantuge,

{3] The futures broker must estublish "Chinese walls' including policies and physical apparatus
designed ¢ prevent the improper or onintended dissemination of market sensitive afermtation from one
divigion or department o &nother,

{43 The futures broker must establish policies and procedures, | to ensure hat individuals making
proprietary investmen! decisions are 107 teading on the basiz of material non-puslic information abtained from
annzner departments or units nf the futures broker.

(3) The futures beoker and fts employees and scorediled representatives shall neither protit nor seek
to profit from confidential informatior. nor provide such information to anyone with the abjective of making
profit for el it enplovees oF o (15 cuslomers.

(6] The wiures-broker and its emplovees eid aceredited representatives shall refrain from trading on
the basis of confidential information, and it emplovees and gecredited representatives shall not reveal such
information. outside the company, o otherwisz, in any manner, use such information for the benefit or
edvantage of anyoneg

(7 The futures broker and its cimplovecs and aoceedized representarives shal’ not disclose or discuss
with anv other persan other than normal course of business or make iztproper use of tbe details of investments

of customers and ather information of confidentinl nature of & customer.

(8] Any omissions with respect to the above must be reported to the Commission as soon as they ase
surfaced

16,  Dutics and oblipations of a futures hroleer.- (13 In eddition 1o the requirements provided
under tne Act and ooy other rules of repalations made thereunder, & futures broker shall

{a) prominently display the licence granted by the Commission in a conspicuous pluce at
15 promisas;

[T} exercise doe care and diligence while hindling unsubstantiated market information or
nom-puilic price sensitive inlormation;
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th}

(1]

@

i

{n}

(1)

tke reasoneble steps to ensure thul any agresment, written cominunicelion,
notification ar infurmation that such futures kroker gives or sends 1o customers Lo
whom the services are (o be provided or are being provided is presenled fairly and
clearly and adequate details regarding the services to be provided by the futures |:.::|_1k|:'r
wre covered therein:

ensure that it has adequate infrastructuzal syslems with relinble back up procedures;
anide by the Corporate Governance Cade pravided in Annexure D

ensure compliance withall legal and regulatory requirements applicable to the conduct
of its business activitics sn as to promute the hest interests of customers and the
integrity of the fuheres market;

remain in compliance with the licensing requirements at all tmes and inform the
Commission immediately when it s non-compliant with any of the spid requircments:

esteblish an internal code of practice, aimed a1 ensuring that members of the hoard,
directors, employvess and aceredited representatives act in aceordance with the best
interests of its custemers, the integrity of the market and wre in eom pliance of the Act,
these regulations and any other applicahle laws, puidelines, directives, circulars ete

trame policics and procedures to ensure compliance with the regulatery requirements

[

governing prohibition of insider dealing and market abpse;

ensure that Know Your Customer and Custorier Due Diligence is being conductad
properly in nccordance with the relevant regulations/guidelines/circulars ete. issned
by the Commission andéor the tutures exchange from time to time;

exsure that she credit worthiness of its cuslomers is evaluated through a proper eredit
risk assessment methodology and trading limils are ssigned to cach customer bevond
which the customer shall not be allowed to take a position:

entaurne that its sponsors, direclors. accredited representatives end emplovees exercise
due care and responsibility while interacting with the media, md meking any
stalernent reparding any reguletory authority, the futures marke] or unv participant
thersot on any forumdchannel;

memntan memiberahip of an association of futures brokers which s approved oy the
Comtmizsion and abide by the code of conduct spectfied by such association at all
times;

inculeate a culture of compliance ofthe regulatory requirements through ongoing and
periodic education and fmwiming of s directors, emplovess and  acerediied
representatives; specily and enforce any appropriate sanctions for breech by its
directors, emplovees and accredited represeatatives of any policies and procedures
repanding merkel conduct o deter such practices; und

ensune accuracy and completencss of the infoemeation shared or submiited by it the
clearing house, central depository, fitures exchangs, Commission and eny other
farum.

A futures hroker shall not:

W]

ireny way conirbube oo menipulating the demand for or supply of commuodities in the
market or to influence prices of commuodities, or indulge in any wetion thut can detract
from transparent and fair market-driven pricing on the futures mariets;
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) encodrage excessive truding in futures contracts on account of @ customer with the
primary objective of gencrating commission or anry other financial benefit for the
futres broker or any of ils employees;

{33 have an ineentive seructure that encourages dealing in futures contracts not suiting the
risk profile of s cusiomers;

{d] mEinlAin An0aYMeUs Bccounts or accounts that are opened or maintained in the name
of ficttious persuns,

(el operate and heve any branch without registration of the ssme with the Tutures
exchange and after fulfilling all ather appiiceble requirements;

(3 engage in minipulative or deceptive conduet or any other form of miscenduct which
would give cther users of the futures market a false or misleading impression as to the
preveiling market conditions, including but not limited to price, supply or demand.

{2 spread rumors or disseminate false or mislending information;

Y] enpage in eny investmen? ismsactions and activities that would result in manipulation
el prices;

(il mccept any money from a cuslomer on a promise of predetermined or guarantesd
return; gl

il appoimt an awditor who 15 gn associare of its dirccior 0T & Senior munggemend oilicer

3] A futures broker shall put in place, spproprisle policies and procedures which govern trading

or investment in fulures contracts by its employoes, sccredited represeantatives, (heir spouses and dependert
children, and such policies shall a2 the minimum cover following requirements/prineiples:

inl

i

el

(dd

L)

(£

disciosure hy its employee and accredited representative of open positions in [utures
comracts held by himdher, histher spouse and for dependent children along with detaiis
of thair accounts with a futeres broker and such infosmation shell be repored to the
compliance officer of the litures broker;

priog writlen spprovel for irading by s emplovess and sccredied representatives for
thetr own personal ececunts or on behall of their spouses endfor dependent children;

periadic. disclosure of position i Qulures contrects beld by i emplovess and
ccredited representatives and their spouseés end dependent children, and reporting of
actual transactions, incloding volume, date and price, in & limely manner;

restriction nn employess and accrediled representulives from denving any benefit or
personal advantage [rom informetion which is not available publicly wnd which is
ublwined by reason of or in the course of their emplovment with the futures broker;

discovraging frequent short-term trading or trading (o speculative purposes; end

compliance of employees and getredited representatives with the requirements
specified by the fulures exchange and the code of conduct specified by the futires
exchange i relation to the weding by employees and accredited representutives of a
futures broker.

_ 4] A futures broker shall not prade through enother tumeres broker of the same futires exclhpe
ORI 0w Bocolill Gr on pocdunt of (15 cusiomens,



[3) Chiet executive of the [utures broker and his'her immediate family members cen onlv rrade
through the futures broker which the chief executive is associated with in the said capacizy.

(0 futures broker shall formulate policies and tzke reasonable mensures to restrict its emplovees
and accredited represematives, including emplovess serving as direetors on its board, from trading through
another futures broker of the same fitures exchange.

(M A forures broker shall ensure that it hes properly designed internal contral policies and
frumework which are duly approved and periodically reviewed by its booard of dircetors and the same shall be
widely disseminated for complirnee by all employees and aceredited representatives.

("l Fhe interal control policies asd Famework o be designed under sub-regulation (8%, shall
inter alia stipulote the following:

al cnsure that clear lines of reaponzihility, euthorily and tesks are adegquately assigned o
frant effice, middle office and back office;

ki ensure that clear lnes of responsibihity, nutherity and tasks are adequately assigned to
s employees, including with regards to (a) above, and eccrediled representativis,

c) pnsure appropricte sesrerelion of dules end infommation barmers - hetween own
FCoOUnt or proprietary trading and customer dealing functions;

i) ensure emplovment of sufficient human resovrce which 5 adeguately trained o
efficiently perform its functions;

b gnsure that channels of communications are properly dacumented and moniioned
regulorly and elfectively, including documentation of logs of e-mails and other intez-
office communictions;

e putl in ploce effectve and operationally independent intecnal audit and complionce
functions having appropeistely trained and compelent sefT;

o) ensure that a periodic or anoual review of the inernal control svetem and assessment
of overall level of compliance of the fitures broker 15 carried our by the interpal audit
function, which reports directly Lo the board of directors or ils awdit committes;

h ersure implementution of w rade eview procedure, repsonably dezigned 1o identify
trades that may viclate the provisions of the Act and any rules and regulations made

thereunder; and

(i provide for perindic inspections ol branch oflices of the [ulures broker and supervision
of business getivities of such branches

5 A [utures broker shall cstablish and implemient a continpency plan to cnsure continuity of it
aperations in the event of a disaster or crisis, Such contingency plan shall al the minimum cover the following
requitements/princiles

) offsite beckup of ey records, systems and information snd mechanism for recovery;

N alternate  ways  of communications  with  enstomers,  employess,  accredited
representatives and regulators;

o] details of alternate service providers in case of disaster;

5
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(e} details of mvailability of necessary redundancizs - including intrasiructusil
redundancies as well a3 operationel aad hamen capital: and

(el lesting of the contingency plan on quarterly basis ar any ather interval as may be
speciled by the Commission,

(10) I adéitien to meeting the conditions in thess regulations, the futures broker shall comply
with suen other conditions g5 may be imposad by the Commission,

17, Establishment of relationship with eustomer.- (1] A Jutures broker shall not commence
businsss with & customer unless it has entered into en agreement with the customer, obtained acknowledgrent
of risk disclosure decument, epened &n account in the cosiomer’s name and completed all other requirements
a% may b specifed by the lulures exchange,

! A futures broker shall teke reasonehle sleps (o ensare thar the identity, address and contact
detailaaf its custamers are known and verified.

(1 A Tutures broker shall ensure that the information conteined in the aceount opening form is
updeted, complete and correct at all lmes.

(43 M Futires broker shall ensure maintenance of only tres and cormect informatici/particulars of
its customiers in the svstem and its records, and shall nol change ghy detall provided by the customer in the
official documents’records without prior approval of the customer and shall keep the recond of such changes
along with necossary documentary evidence,

(53 A futures broker shall nnld In possession, copies of documentation regarding the identity of
customer and the identity of any represéttative ol the customer.

(n) A futures broker must ke regsonable care in evaluating thas the castomer has sufficies
financial respurces o settle the transactions the customer wishes (o enter inlo,

1B, Customers’ rights- (1) A futures broker shall not, inany writter communization or agreement,
seek 1o exclude or restrict:

(&l iny duly or Haoility to & customer which such customer has under any law o1 under any
regulations made by the Commission:

ik umy other dutv tooact withc skill, care o diligence thiat 18 owed (b & cestomar in connection
wilh the provision of service as a futures broker) and

(cl any liakility owed to a customer for failire to exercise the degree of skill, cere and diligerce
thet may reasonably be expecled of the futures broker in the provision of the service of a
regulated aelivity,

[2) A purporied exclusion or restriction prohibited by this reguletion shill be void and of ro effoct,

19.  Execution of custemer orders.- (13 A futures broker shall nol deal in fusures sontracts on
account ol a custamer without price weillen instructions of szch customer

Provided that discretionary trades on sekalf of customers muy be sxecuted as per specifie puidelines issued by
the Cotnmission fiom time Lo tme. ]

{2} A tutures bruker shall take reasonable messures to execule the orders plaged by the customers
on the most advantageous terms os expeditiously as practical in the prevailing market conditionns,

(33 A futures broker shull always give priority W cutstanding customes arders,
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i) :"'.II orders e buy orsell fitures contracts which a fulures broker mey receive shall be entered.
n the chronological order. in a register 1o e maintainred in o form which shows the nume and teader 11 of the

person whu_ placed the order, the name and rumber ot the futures contracts te he bought or sald, the nasure of
the transaction and the limitation, if any,

(3] The chroanlagical register to be mainteined under sub-regulation (4] may be muintained i
electronic form including -he logs penerated from the system and telephone recording

20.  Order recording- (1) A (ulures hraker shall ensure that sl orders placesd by customers
through telephone are recorded over dedicated telephone lines and ensure that:

[al all telephone lines to be used by is empleyees and accredited representatives who wre
responsible for aking and confirming orders, executing contracls, trensferring funds, or
carrying oul instructions incidental therete. shall he routed thro ugh & centralized call recording
swsteEm; end

{b} all lings o7 communiculion are tested on #n ongeing basis to ensure propes funetioning

(] A futures broker shall ensure that all orders received in=persan from visiting customers are
adequalely recorded and acknowledpement is abtained from the customers.

el A futures broker shall ensure that it has preserved all records pertaining 1o all orders received
trom cuslemers in writing or through any other document, fax, email, or through any otker means,,

21, Contract notes.- (1) A fulures broker shall, in respeet of every contract fer the purchase or
sale of futures contracts entered into by such futures heoker, not later than the start of the next trding dey after
the contract was entered inte, make aut a contrac! nofe in accordance with sib=regulations {27 and (3] and
deliver il to the customer through a verifieble mode ol communication end such Tulures broker shall retain
peaof of sending the contsact notes Lo the customers,

(2] The contract notes shall be numbered with unique running serial numbers,
(3] The contract note sha'l state the nature of the transaction and shall include:

fal the name and licence number of the Tutures broker end the address of the pringipul
Flace at which it carries on it business;

{hi tae name and nddress of the customer along with customer's account number;
{e] fae name of the lutures exchange on which the tmnsaction is mede;
{c) the date an which the transaction 1= excented, the setilement date, the date the contract

nete s made oul and unigque nimber of the conirsct nole;
(2] the quantity and description of the futures condrasts traded,
[F) the price and total consideration;
(g} tvpe and markes of (he Transaction;

(hj tre amount of consideretion paid under the contract;

(i 3¢ rate or amaunt of the commission, ancillary charges, statuory and regulatory
levies chorged or payable for the transaction;

i a statement stating thet the transaction in the contfact note shall be subject to the
repuiations of the futeres exchange andfor the cleasing house;



e name of the suthorized person of the fusures broker, hishier telephona number wod
amal mldress: and

(1 such other infosmation as may be specified by the Commissivn rom time to Tt

(4} A contriel nole may contain the paticulars of more than one transactions which have been
tran=acted during one market day o relation 10 a customer,

27, Elcctronic contract notes.- (1) A contract nole 1at is issued by the Tutires broker muy ke in
electronic form subject to authorfzation by the custemer in writing,

(3} The electronic contract note shall be issued 1o the customer on the emait address provided by
sueh customer in weiting and any change in the emeil address must be communicazed by the customer to the
Futures broker o weiting under signarere gnd sueh futures broker must retain record of the same,

(33 The acknowledgment of the email sent to the customer shall be retained by the futures broker
in seft and non-eliereble o,

(4] The prack of delivery e, log report gensruted by the svstem at the time ol sending the contract
notes shall be maintained by the Folures broker,

{5) Thi log repert shiall also provide the details of the contract notes thal are not delivered 1o the
customer’s e-malls or are rejectsd or bounced back.

(i} Wherever the elestronic contract notes kave nos been delivered to the cusiomer oF have been
retected (bouncing of mails), the futures broker shal! send a physical contract note Lo the customer within the
timeline specified oncer regulation 22,

23, Scgregation of customer money.- (1) Customner money shall ot form par of the assets of the
futures broker for any purpose and shall not be available in any circumstances for payment of any debt or
lahility of she futires broker,

(2] A Turares broker shall pot vse customer money for iny purpose other than as ellowed undes
the Act or any mules or cegulations made thereunder.

33 A futures heoker who receives or holds cestomer money shall open oz or more designated
haik accounts with o scheduled bank in Pakistan for such puerpose and the title of the account shall reflect the
s, Uhe detail of gll sxisting and new accounts must be submatied o the lulures exchanpge imemediately,

4} A designated customer bank acenunt shull be keo: sepregutied from any account holding money
belonging to the futures broker.

(5 A futures broker shall Torthwith depesit into a designated bank eecount for the customers, al)
Maney eorming into e filures broker’s hands for the acconnt of & cusiomer and the samea will be transferred
to the futures exchange no later than 2 working diys Trom the date of receipl of money;

frovided that if and when the Commizsion prescribes @ process wherchy maney deposited inlo the
account is to be automatically/instantaneously transferred onio the futures exchangz, withous the recuirement
ol intervention by the futures broker, the futures broker shall ensure that it has the technological end benking
Amangements in place to comply with the sames,

) A [utures broker shall keep records oft

{a) all gmounzs deposited into the designated bank accountis), specifying the customers
on whose behalf the smounts are held and the dates or which the amounts were
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receivad:

{hi all payments from the designated bank accoant’s), the dates of those payments, end
the names of the cuslomers on whose behal? the pavimenis are mede; and

i) such other particulars as may be specified by the Commission,

07 Ne amaunt from customer bank account{s) shall be withdrawn in cash and sl payiments shall
be made threugh cross chegues or ether hanking channels and where payment is mede th rough cross chegques,
the futures broker shall keep eopy of the chegues tssued for the putposes of record

4] All peyments dug to the customer, received from the futures exchange shall be processed
within | working day for teansler into the customer’s account. No amount from the futures broker's Sank
aceouni(s) shall be withdrawn in cash, and all payments shall be made through cross cheques or other benking
channels, Provided that if and when the Commission preserihes 3 process wherehy maney depesited by the
firtures exchange into the account of the futurss broker, is to be automaticall vinssantaneousty trensferred onto
the customer’s account without the intervention by the fulures broker, the futures broker shall ensure that it
tns the technological and banking arrangements in nlace to comply with the same.

24, Aceounting for and wse of customer money.- {11 A lutures Sroker shall properly gecount for
cuslommer money and ensure that, —
(ol costarmer money 13 nol mused with olher manes;

(k- e futures henker can at all fimes caleuiate hew much eustomes meney stands o the credit of each
customer; gnd

i) money helonging to one coustamer is not used for another customer.

(2] A Tutures broker shall ool withdras' money meecived and deposiied in the desipnuated bank
acoount otherwise then for the purpose of, —

(el making a payment tooa person entifled to the money:;

(b1 meeting obligations emanating from dealine in Tuberes contracts ellecied by the futures broker
on the instructions of & cusiomer;

(o} defraving brokerape and other charges or levies incurred in respect ol dealing in futunes conlracts
effected by the futires broker on the instructions ol o customer; or

(d]  making & peyment that 15 otherwise gutharized by T,

25, Periodic reporting to the customer.- (1} A {utures broker shall on o daily basts or on such
periodic basis, a5 may be specified from time to time by the futures exchaoge and/or the Commission, furnish
to the customer, reports containing information regarding trades in futures contracts executed, receipts znd
payments, and the balance in customer’™s account,

(23 A futures broker shall promptly provide Lo a customer any reporl ar information pertaining lo
the aceount of such customer s and when requesied by the customer.

26. Customer Complaints- (1) A futures broker shall have mtemnal procedures 1o ensure the
proper handling of complaints receivesd from custemers and to ensure that appropriate remedial action on these
cornplaints is prompily taken.

(23 A furtures broker shall take all reasonahle measures to redress custormers’ grievances prompiiy
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sut not later than thiety days of receipt thereof and when called upan by the Commission or the futures
exchange of any ather régulatory bady to do su il shall redress the grievances of customers within the fime
sprecified.

(3 A futures broker shall mainain records regarding customers’ grisvances received by it and
redressul of such grizvances.

K] A futures broker shall g1 the end of sach quarter submit information about the number of
custurmer prievances received, redressed and those remaining unreselved beyond three months of the receipl
to the fulures exchange gloig with the reasons thereof for dalay.

27.  Proprictary trading.- { 11 The proprictary trades of o futuzes broker shall he executed through
designated terminals and by designated system aperator s},

P2} A futures broker shall formulste procedurss and controls for execuzion of proprictasy trades in
termms ol secrecy and preventing trading shesd of outstanding orders of customers, and shall identily the persens
who are authorized o operate the proprietacy frding account,

() Linder no circumstances, trading on 8 customer’s account shall be executed through & terminal
or operator designated for proprictary rrades or vice versi,

28,  Appointment and funetions of Compliance Officer- (1} A futores broker shull, a5 applicable,
either designale or appoint a whole-time compliance officer, ful(illing the 1it and proper criteria specitied in
these regulations and responsible [or moniloring complisnce of the futures broker with the applicable
regulatory reglhine,

(2} The compliance officer shall immediitely repen ady nen-compliates with any reqeircmeant 10
the futures broker under intimation to the exchange and the futures broleer shall dmmediately oke steps o
ehaure complinnee with the repulaiory regine,

{3 Where the Tutures broker fails 10 ke steps as required under sub-regulation (20 the compliahee
officer shall immedictely inform the futures exchange and the Comunission of “he non-compliance by the
futures broker.

(4} I'he compliance nfficer shall prepare manthly compliance reports which shall be submitted to
the zoard of dircctors of the Muturss broker,
Chapeer TV

ACCCUNTIMNG AMD AUDIT
29,  General.- (1) The obligetions end duties of o fiutures beoker under these regulations with respect
i audit and aceounts ane in wddition to the requirements of the Ordinence, the -ules and regelations made

thereunder and any dirsctives issued thereunder,

(2] A fulures broker may prepare financial statertents on trade dute or settlement date basis and
accordingly account for income, assels and lizhilities:

Provided thal the futures broker shull disclose the said basis in its Rnunc.al statements and shall pot
chengz the said basis during a finencial year.

0. Malatenance of bools of necounts and other records.- (1} A tutures broker shall keep
Accowniing anc other records which shall sufficiently explain its business and taasactions entered inm

{whether ffected on its own behal f or on behalfof customers) and the finarcial pesition of the futures broker,
ang shall be such as =

()  diselose with accurncy the Mnancial position at thal e

118



(b} ecnable the futures broker to prepare financial staterents a8 any time &nd which comply
with the requirernents of law: and i

L) demonstrale whether the futures broker is mainiining in its reguluted securities activiny
adequate financial resources to meet its business commitments, -

(21 A futures braker shall ensure that all books and records with respect W accounting and awdit
under these regulations are updated in a timely manner,

(3} A Nitures broker shall ensurs that information which 1= required to be recorded under the Act
and these regulations shall be recorded in such a way as 1o enahle 3 particular transaction o be identified at
any time and traced from initiation of the order e final sertlement.

{d] Al pecorcs required o be mainteined under the Act and these reculations including records
maimained in electronic form shall be recorded, armanged, filed, indexed end cross-referenced =o s to permil
prompt access o any parlicular record. :

(5] A tutures broker shell prepare and maintain books of acenunts and other docursents in
manner that will disclose o true, accurate and up-to-date position of business, including but not limited fo:-

() recurd of all assets and liabilities of the Tutures Broker incluging any contmilments
or contingent labilities;

() joumnal {or other comperable record), cash book and any other beoks of original
entry, fonming the basis of entries into any ledger, the books of original entry which
contain & daily recerd of all orders for purchase or sale of lutures contracts, all
purchases and sales of futures contracts, all receipts and deliveries of securities and
gl other debits and credils;

{c) tedgers {or other comparable records) rellecting asser, liahility, reserve, capital,
ineome and expense aceournts;

(di ledgers (or other compazahle records) rellecting securities in mansfer and futures
contracts hought or 2old;

[} record of all balance of all ledger accounts in the form of fial halances:

{f) daily entries of all customer mongy which is deposited into or out of & desipnated
hank pccount, where applicahle;

el record of tranzactions with the banks and the aggreaate balonces un designated henk
ECCouls;

ihl contract books showing details of all contracts entered into hy the futures broker;

(i) documents relahing Lo opening of ading account of a customer with the fitures
oraker;

i documents relafing o opening of the sub-aceownt of the cuslormers with the central

depository, where applicable;

ik} dncuments of sib-aceount holders o5 per requirements: of the central depository,
where spplicable;

ih record of individoal custommers balances slaling the name of @ach customer and the
amount keld or recelved for thet customer;
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{ml record of the time, date and complete particulars of instructions received from enil
trades execuied for cuslomers:

(ni counterfoils or copies of the coniract notes issued Lo the customers;

{al margin deposit boak]

it} registers of pecounts of aceredited representatives,

) £n wgreenent with an aceredited representative specifying the scope of authority and

responsinilities of the futures broker and accrediled representative;

(ri recard of pledging or arangite for he pledging of any security carried for the
gccoum of any customer, wherc appiicable;

(5] record of extension or meintenance of credit or aranging Jor the extension oy
maintenince of credit to the custeriers for the purpose of purchasing or carrying any
SECurirics; 2

) daily record ol all purchasss end sales of futures conbiacts by the futures broker

distinguishing those which are made by the fulures broker an his owit account and
those which are made by him an behall ol others;

(i) reenrd of establishment of branch offlces within o outside the premises ol ke futures
exchange with the following infommation, namely:-

A location af the braneh offices;
[ii} Irttimating 10 the futures exchanpe of such offizes;
(i) details of teading terminals installed at the branch offices;

{iv]  status of the person wutharized to manage the branch office;
) proat of business being donc at the hranch office in the game of the futures
broker:
iwi}  authority given to the secredited representative to pertorm el wets on beball
of the [utures broker;
[wiid proof of meintenance of “he branch offices’ bank aceourts in the name of the
futures broker:
[Wili} proof of proper muintensnce, of weccunts of the customers at the brangh
offices; wnd
(%) any nther documents and records required to be miintaned under regulations
imade by the Tulures exciange, and

(%) all cusiormer refated recred.

(G} A fotures-broker ahall tntismate 10 the fupires exchange and the Commiszion the piace where
the books of accounts, records and documents are mainteined,

[7h M Tutures broker shell meinain separate books of accounts tor;

(il ey recerved from or onaccount of and money paid oo on gocount of cach of i

custonter; 2nd

{il)  the morey received and the money paid on a fulurss broker, accredited representative
0F an associaled person's own acoount.

31, Preparation and submission of financinl statements.- (1) A futures broker shall prepare
financiul statements for ezch quarter, hall year and for eaea Anancial year, and submit within four menths afler
the end of each finaneial year, its enncel finenctel saterrents to the Commission along with its awdit repors.

24



The financial statements of the Tulures broker shall be prepared in compliance with the requirements of the
Ordinance including conformity with the acocounting standards as directed by the Commission,

[2} A futures broker must also disclose in its financial statements the following,
) customer assets held inthe designated hank aocouns;
(R} customer asscts heing managed under discrelionary authonly duly received from the

customers and en analysis of the performance on discretionary assets manuged during
the concermed period in o forn specified by the futures exchenge;

(5] lurnover during the period, separately showing tumnowver from propristary trades; retail
custnmers and institutional customers;

147 pattern of sharchalding, giving names of persons halding mone than 5% sharss;
izl all chenges in sharcholding abowve 5%

| treatment of emount recervanle from customers;

(gl cuUstomer-wiac margin analysis.

32. Appoiniment of auditor and relnted matters- (1) A futures broker shall ensure thar the
puditor appoirmed has inter-alia the powers und duties specified under sub-regulation 3 and-

{a)  those powers and duties are sel ool in un engagement Jetter
(b}  the cngapement letter i signesd by 1he futiires broker and the auditor; and

(el the Dutures broker retains g copy of the engagement letter.
(2 A Tutures broker shall, within soven days, give wrillen notice (o the Commizsion of the
appointment, remaoval or resignation of an auditor,

{3 The auditar appointed by a futures broker shall kave the right tn, —

fad  access the accounting wnd other resords of the futures broker and all oiber documents
relating to ils business including the docoments the futures broker is requiced to matntain
unger the Acs and these regulations; aml

by require from the futures broker such information and explanations as the aucilor
ponsiders necessary fur the performance of duties.

N In preparing sn sudit nepost, the suditor shall earry aut such investigations as will enaBle kim
to furm sn opinion as to the matters required by sub-regulelion 5 o be stated in the auditer’s reporl.

(5} The awdit report shall state il the matters gs are required 1o be stated Tn sccordance with the
reonirements < the Ordinance and where appiicahle, must state additionally whether in the opinion of the
auELL

{21 the futures broker was in cempliznee with the reguirements of section 62 of the Al
and the relevant regquiresment of these repulations as ot the date an which the balance
sheel wis preparcd,



i) an adequate internal conirol systemn and compliance function eommensurals with the
size and nature of services performed by the futures broker wes implemented during
(e peripd; &nd

fe}  the compliance officer performed 1ts functions with efficiency during the year.

{6) If the auditer is of the opinion that one or more af the requiremens of sub-regulation 5 have
fot been met, such opinion shall be staled in the report ind the relevant requirements which they have not been
mit shell be specified.

(73 Wiere an auditor resigns or is removed by the futures broker, a notice to that cffect shall be
sent 1o the Commisaion containing a statement signed hy the soditor to the effect that there &ne no clreumstances
connecied with his resiznition or renoval which the auditor coasiders should be brought to the atlealion ot the
Cemimission.

33,  Submission of infermation and returns.- (1) The Commission may by written noliGe require
a futures hroker to submit to the Commission sheh information or periodic returns &5 it may require.

(2] I addition to any periodic returns required under sub-regulation (1}, the Commission may by
writlen notice regquire fitures broker, either generully or in a particuler case or class of cases, Lo submit 1o the
Commission such ether information or exceptional returns us il may require,

34, Management raling.-  The futures broker is encouraged to chtain management rating on
annual basis from a credit rating compeny licensed by the Commission and disclose such rating al ell times on
their websites und all adverlisements. In case such rating is ghove the level specified by the Commission for
the purpose, the Commission may consider reducing the frequency of applicable reporting or disciosure
requirements or reducing the frequency of periodic inspections for such futures broker under the applicable
regulations,

35. Repeal- The Commaodity Exchange and Futures Contracts Rules, 20035 is hereby repealed.

==



Form A

FORM OF APPLICATION FOR LICENCE AS A FUTURES BROKER
[see regulation 5(1))

To

The Securities and Exchange Comumission of Pakistan,

Islamakad,

Dhesar Hir,

1. We ihame of the company).... hersby apply for licence of fitures broker, being member of
cocecdname ot titurees exchange). .. under section 51 ol the Futures Market Act, 20014,

z Certified true copies of all the documents specified in Anmexure A of the Futures Brokers iLigensing

and Crperations) Regulations, 2017 are enclosed.

8 Original receipt of the bank for the fee of Rs...............,, being the licensing fee is enclosed,
Y ours faithiully,

Signature of the Chicf Executive



Annesure A

or licenee gs g futures broker

=-with 2

Infarmation and Documents b be provided alon
1, Genernl gnd husiness information:

1. Arict history of the applicant containing at least name of the applicant, date and place of its incorporation,
date of commencement of business, names and conlact details of sponsors, directors and genior management
olficers including growp structure, il any, and length of experience as futures broker, ifany.

1.2, Address of the registered office of the applicant {postal address, postal code end welzpaone, fax numiers. )

1.3, Muiling address of the spplicant (posial address, postal ende, telephone number, fax numbers and e-mail
address of the concerned officer of the applicant.)

| 4. Percentage of capital, each sponsor proposes 10 contribule in the company.

| 5. Name of the forures exchange of which the applicant &5 & TRE certificatz holder, along-with the TRE
Ceniticate numbser,

1.6 Demails of outstanding legal proccedings, if any, initiased ageinsi the applicant, its directors or senior
management officers by the Commission or any other regulutory authority.

1.7 Details in case the applicant, its sponsors, direciors, major sharcholders or senior management officers
have been declared nselvent or bankrups, of declared defaulier by any authority,

| ¥ Details of penal actions, if any, teken against the applicant, its sponsors, dinectors, major sharcholders or
senior management officers during the tast thres years by the Commission nr any other regulitory wuthority,

1.9 In case any assoctaled company of the applicant is already licensed under the Securities Act, 2013 or the
Futures Markel Act, 2016 the Tollowing details shall he provided, numely:-
{11 name of such associared co MRany;
(1) details of warning notices, iF uny, issaed 1o such associnted company by the Commission;
{iii) details of legal proceedings, if any, initiated against such associaied company by the Commission or
ary pther regulatory suthority; and
{iv} penal acticn, if any, taken spainst such esseciated company by the Comumission during the last three
VIS,

2. Details of infrastructural facilities {10 be wsed for performing the functlons of a futures broker):

2L Compuler svelems installed;
L) Brdweare configurations; and
(b} sofiware used

2.2 Thata processing capacily:

(a) wvailable ‘infrastrugture (computess and other clecironic equiptnent used for dota processing and
COMTIURCalien);

(b} available manpower and

() office space [ mention extent uf wren in square feet availabls)

I Mher information:

1.1 Details as per following format of all pending disputes in which the epplicant is a party:
Al  Meme of the party
by Neme and place of courl/iribunal where dispute is pending
<) Amount involverd
4 Pending since

BJ
s



¢l Date of lost hearing
) Decigion ar lest hearing

4.2 List af civil and eriminal offenses in which the applicant or eny of jts sponsors, direclors or senior
management oflficer has remained involved daring the last three years.

13 Any other information congidered relevant Lo the business of the futures brokers,
3.4 Any significant awasds or recognilion, collective grievences spainst the applicant.
4. List of documents (o be provided along with application:

4.1 Copy of memorandum and articles of association of the applicant duly certiffed from the concerned
company registration oflive {CRO) containing copy of the certiffeats of incorporation and that of the certificete
of commencement of business, duly certified feem the CRO concerned.

4.2 Copy of Forms 3, 27, 28 and 29 of the applicant duly cerfified from the CROD concerned.
4.3 Audited necounts (o7 the [nst three yeoars and atest hall yearty and quaneriy accounts, where applicuble.

&4 Copies of decuments evidencing complianes with the financial resource requirements specified in the
Fulures Brokers { Licensing and Operetions) Begolations, 2017,

4.5 Protile’Fit and Proper related documents peraining to the applicant, its sponsors, senior management
officers and ihreclors along-with delails such as name, qualification, experience and dele of appointmient,
direciorehip in other companies, names of such olher companies and date of appointment g director in such
other companics.

4.0 An underiaking from the sponsors of the applicant that they will not 22ll or transfer their shares without
peior written approval of the futures exchange and the Commission.

1.7 An undestaking from the dirsctors o sponsering sompany and the applicant that they will inlorm the
Commission in case of any change in the sponsors'maiorily shareholders of the sponsoring company.

4.8 An oundemaking that the Futurss broker, s direclors, sponsors, senior management officers are in
compliance with all the requirements for grant of 2 licence under the Futures Brokers (Licensing and

Operations) Regulations, 2017,

4,9 Wames and addresses of and particulars of anv busincss carried on by each person holding an interest
of 10% er more in the issued sharg capital of the futures bruker,

110 The pattern of shareholding, identifving separately the sponsors and shares held by the sponsors
4,11 Bank details of the futures broker.
4,12 Detalls of the afitiation and outsourcing contracts, iFany.
4,15 Any ather information/docusnent as recuired by the Commission,
Mote: [ cose any of the above documenie/infurmation have elrsady been submitted fo the Commission, the
applicant may only provide an undertzking thel therc fs nn change in the eorlier submitted
documentfinformation.
Schedule
[zee regulations 5(1) and $(1)]

SCHEDULLE OF FEES*



Deseription of fuee

Amount of fee in PR

Fee to be paid ot the time of applying for licence
as w Tutures hroker

1) In case of a futures broker deemed licensed under

regulation 3

B In case of applicant applying for licence of

Rs50,0040 |

Fs 100,000 |

. futures broker for the frst time

| Fee to be paid at the time of applying for
| renewal of licence 0 a futures hroker

R=25,000

* The above foes shall be depasited into the desipnated bank account of the Commissien, along=with

applicahle zollection charges.

2E



Annexure B
FIT AND PTROPER CRITERIA
[see regulation 4]

FIT AND PROPER CRITERIA FOR APPLICANT, SPONSORS, DIRLCTORS AND SENIOR
MANAGEMENT OFFICERS OF FUTURES BROKERS

Ihis Fit and Proper Critesia is perpetual s noture and is complinnee is mandatory.

All persans subject to Fil and Proper Criteria must submit any change in the submised information, including
fimancial soundness to the company secretary of the Simires hroker within three business days and the firures

broker shal! within a period of seven business days resort the smme to the futures exchange and the
Caminission.

In eddition (o the applicant aml the sponsors of the applicent, eligihiliry of any person dEsiring o Bl a5 &
dircctor on the board of directors er senior management ofTicer of a futures braker shall be judged on the basis
of following eriteria, which in the case ol directors, shall be in addition 1o mesting requirements of the
Companies Crdinance, |984 relating to eligibility of a director:

(a} Financial Soundness and Integrity

(i) The person should not have been adjudged as an insalvent or he should not have suspended pavinent of
debts or eompounded Habilities with Bshis credivors,

{11} The person should not have beest convicted by & court of competent jerisdiction as a defaulier in FAyVTRER:
of any loan 1o 2 Ananclal institution including banking compeny, a Development Finencial Institution or a
MNon- Banking Finencial Company,

{11} The person und companies, firms, sole proprietorship ste. where the person s a chied exscutive, direclor
{other thur nominee director), owner or periner ete., hasthave no averdue payment to any customer, lineneial
institutinn, securities exchunge, futures cxchange, clearing house, central depository and ¢ or defaulted in
payment ol any luxes in the individual capacity or as a proprietary concern or any partnership firm or as director
in any private unlisted and [isted company.

opianation; In ¢ase of overdue payment to sny fnancial instingion, CIB reports from the State Rank of
Pakistin shall be examined and if there is any overdue/past doe pavment o n financial institution, irmespective
ofameount, in overdus column ol lutest C13 repart of the person and of the compenies, (irms, sole proqeietorship
ete, where such person is a chief executive, dirsetor (ether then nominee dircetor), owner or pariner etc., such
person shall not be considered fit and proper person exoept:

() incase where such overdue amount is under litigation and the same is also appearing as amoun! under
litigation in CIB report; or

(b} Mo overdue payment is appesring in the ovesdue colume in the subseguent latest CIB report,

In case of overdue smount in CIB report, no rejection shall be made untess the person has been provided an
opporiunily of making a representation before the Commission.

{iv) The pemon should net heve been a director and'or chief executive of any company or body corporele
which has defaulted in payment of Governmenl duliss/laxes/cess or hus misused customer securities,

(%1 The person should be a tax payer gnd bis name should appear o the Active Tax Pavers List regularly
published by Federal Board of Revenue,

Proovided that this requirement shall ot be applicable in the case of foreign nativnezls,

(b} Eduentional or oiher Qualification or Experience



e —

{11 In case of directors, at least one director ghould bave:

i1 membership of a recognized body af professional acvouniants, ora CFA degree: or a graduats -;QEHI':.'.‘C
in finence, accounlgney, business management, COMIMENE, economics, law, cupital market, financial
services or relgted discipiines from @ universily tecognized by the Higher Fducation Commission of
Pakisten, or equivalent; and

{11 have an experience of &t least five years i ectivities relating to capital markes, specifically futures
brokerage business,

{7 I case of chiel exesutive officer, the person should:

g} be g member of o recopnized hody of professional Jccointants ur possess & post-graduaie Cegree in
finznce, acceuntancy, business management, commerce, econamics, law, capital market, financial
services or velated diseiplings from a university recognized by the Higher Education Commission of
Pakistan, or equivelent: and

hy have o minimum cxperience of seven years in a senior managerment position, preferably in the
regulated finuneial services ssetor.

3] In case of compliance offices, the person shall
2} beamember of a recognized body of professionsl aecountants, or pOssess 4 Eruduate degree in finunce,
accountancy, business MAnggemeni, commerce, ecenciilcs, capitel marker, financia. serviecs or
reluted disciplines from a university recopnized by the Higher Edueation Commission nf Pakistan, or
equivaient; and
bl have @ winimam experience of three years in audit Snance oF somplinee funetions or eny other
manageriil position in a company in e financial sector,

Provided that Tor all of the shove persons, where & person possesses seven vears of relevint experience
ol the eapital markets, the minimum gualification requirement shall be relaxed.

(4) The directors and senior management oificers must be fully conversant with the duties of director or senior
manugemen; officer, as the case may ¢, as specificd under the statutes, rutes anc reguulions, memorandum
and articles of asseciation and the Corporate Governance Code.

(e} Compelency

(7} Membership or licenee of the person or any company in which the persen was & director during the lasi
thres years has not beer suspendedicancelied by the Commission, eny other regulalory asthority, eny
nrofessional body, associetion or relevant entity e.8. the securities o futures exchangs, central depository or
clearing house,

Provided that eligibility of a person may be considered on the basis of prior clearance obtained from any such
arganization that suspended’ cancelled the membership or licence.

{i1) N proceedings are pending with respect to'the applicant’s winding op, insalvency or analogous reficf

[iii) The person should nol have been disqualified! femoved From the post of 8 key excoutive position of a
company by the Commission o any other regolslory duinornily.

() Indegrity, Honesty and Heputation

(i} '}':ht' person should not have been convicted in any criminal offence or direetly invalved in any settlement
:-I'I civil! eriming’ proceddings n a court of law, puriiculariy with reperd to-moral turpitode, investmenis
financial/busioess miscunduct, froud? forgery, breach: of trust, financial erime erc. and! o i s not 'L\EE::
'-:Llrlli.'JL:rll.'l:l by ey repulatory -authority thet the person has besy associated with any dnauthonized fingncial
pctivity including illezal brokeruge businzsss. :



(1) Ihe person is nol a party in litigation against the Commission in respeet of any criminel offence or a marer
relating to non-payment of customer claims or in any other manner prejudicial to the inlerest of cistomers and
wenieral public,

I:_]'._'i_:l Mo investigation/enquiryinspection; cenducted under Section | 39 of the Securities Act, 2015, Section 81
of the Futures Markel Act, 2016, Section 29 of the Securities and Lxchange Cammission of Pakisman Ag,
1997, Sectionn 21 of the Securities and Exchange Ordinence, (969, Section 263 or Section 765 of the

Companies Ordinance, |984, has been concluded against the person by the Commissinn with material adveise
tindings

{v]) The person has oot defavited on sestlement of & customer complaint where such complaint has heen
acjudicated by the Commission or the futurss exchanpe.

(vl An order restraining, prohibiling or debamring the person from dealing in secorities or futurss eoniracts in
the cupital market or from accessing the capitel market has not been prssed; or penalty of Rs. 500,000/ or mare
hes nol been imposed on ithimher by the Commission in the last three vears, in respect of any laws
administered by the Commiszlon, -

Provided that & person may be considered eligible in case a period of at least three vears from the dule of expiry
of the perind specified in the order far which such person has been restrinined/prohibited/debarred has elapsed,

{vi] The person should not have provided false or misleading information either 10 the Commission or fo any
ot the regulatary body, futures exchanpe, central depesitory or o clearing house.

{¥ii} The person should not have heen actively invelved in the management of o company whose registration
or licence has been revoked or cencelled or which has gone into liguidetion or ather similar proceedings due
i linaneial frregularitics or malpractices,

(¥IiQ) The person must net B2 ineligible, under the Companics Ordinance, 1984 or any other legislation from
acting as a diroctar.

(ix]) The persos should not have entered inlo o plen Bacgain arrangement with the Mational Accountabilisy
Puraau,

(e} Additinnal Criceria for Independent Dircetars

{1} The person has no relationship with the Durures broker that weould interfere with him excreizing independent
peofessional judgment as a director end he cen be reasunitbly perceived as being able o exercise independent
business judgment without being subservient tn any apparsnt form ol interference.

[ii} The persan should not 92 a director, nfficer, sponzor or shareholder of @ compeny holding TRE verlifoule
ot any holding or sobsidiary company of such company.

(iii} The person's immediate family member is also not a director, officer, sponsor or sharehnlder of 8 company
holcing TRE cetificete and/or the combined shareholding of the immediate family members in any compeny
licensed us a futurss broler docs not exeecd twenty pereenl.

{iv) 1t shall be mandatory to discliose gny sharcholding in o listed company in such person’s name or in the
name of hisher immediate family member or in the name of an entity being menaged or controlled by himdher
or hiz/her mmediate Gumily member o the fitures broker and the futures exchange;

g, at the time of submission of initial information; and

. na quarterly basis for e respective period,

(%) The person shall not simultanecusly be serving as & dirscior on the board of mare than seven listed
COMpAnies,

Male:
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In case of any ambiguity in determination of fitness and peopricty of & persen in feems of Sris crileria, the

decision of the Commission shall be fing! and binding upon the futures broker.

Along-with the applieation for leence for a futures hroker:

a) the applicant’s individual sponsurs, directors and senior management afficers shall submit the
follewing duly filled Form and the AfTidavit; and

by the suthorized person on belalf of the applicunt and authorized person on behall of the sponsors where
the sponsor is a compeny, stull submit the following duly filled AfTidavin

Information to be provided by individual sponsors, direclors amd senior management officers of the

(name of fulurss Sroker)

I Curricuium Vitao'Resume contsining: =
{2 Pame; i :
by #uther's or Husband Mame: Y
lc]  E.N.LC# {attach copy}
d)  [lLazest photogreph
&) [Mationality:
[f)  JAge:
B} [Cenmottei:
i) Residential sddress: - =
i1} Business address:
iii) Tel:
iv] Mohile:
) Fax.
vil E-mail:
fih]  Mational Tax Nomber: FTRE

1) Cuelificationis]:
) Audemic,
11) Professional: ;
ik}  Cxperience! (Fositions held during the last 10 years dong with name and address of company!
institution} lofosmation 1 be provided on the [ollowing sample lonma*:
St | Wame ol Desipnaton Period [
= Orpanization
1 Company A D MNMAYY -
DIFMMYY
2 | Company B BDMMYY -
B MMIYY

I Mature of directorship:
) Exegulive b} Mon-cxecutive
2. Status of dircctorship:

a) Neminee director by Elzcted director ¢} lnd.tpl%]‘._dt!‘it directns

Murmher of shares subscribed or held
Mominated by (name of sherchalder’ nominating entitvi

(Y
[



5. [Names of comparies, firms and other organizations  of which the person is presently a director,
periner, office halder or major shareholder (Information to be provided on the following sample
formal®)

S | Mame of Dresipnalion [ Period
i Organization
| I Company A | BDMMY Y
_ LJ_I_‘.I-'I'-.-{\-1:"'|""r'
2 Company 1 DDAMMYY -
, DOYMMIYY
+ Mames of any persons on the bnard of the (name of fotures hroker) wha are related to (he
applicant,

migneture
“use additional sheets i1 required

Affidavil to be provided by the applicant, sponsors, dircetors and senior manapgement afficers of the
upplicant

{On Stamp Paper ol Aparopnate Valus)
AFFIDANYET

Au In cose of an individual In his/her awn capaci

l. son‘davghler'wife  of adult, residest of

g ) and  holding  CNIC/  Passport Mo
cn herchy state on solemn affirmation &5 under:-

|, That I am eligible for ......the position of dircctar/senior manigement officer. . (OR) being sponsor . af
the [name of applicant)., .., accerding m the Fit and Proper Criteria specified as per the Futures [rokers
[Licensing and Operations) Regulations, 2017.

2 Thet [ and the companies, firms, sole proprietorship cte. where [ am s chiel executive, director (othes than
neminee direclor), owner or partsier ele. have no overdue pryment to amy Nnancial institetion,

3. That | hereby confirm that the statements made and the information given by meare correct and that there
arz no facts which have been concealed.

£, Thut | have no objection il the ..{name of applicant)..., fulures exe mnge or the SECP requests or ohtains
information about me from any thind party:

a. That | undertake to bring to the attention of the ... {name of applicart).... eny matter which may patentially
ufTect my status as sponsor/director'senior management officer us per the fit and proper criteria speeified in the

Futures Brokers (Licensing and Operations) Regulations, 2017,

6. That all the documenis provided to ... .(name of applicant). ..., ars true copies of the vriginels and [ have
compared the copies with their respeetive originals and certify them 1o be true copies thereaf,

7. That T will comply with eny other condition as may be specified by the Commission.

B, In ease of an individoal as authorized person on behalf of sponsnes:
I son‘dauphterrwife  of ~cadaln, resident of

and  Folding  CNICY  Pesspant Mo
. , on behalf of ....iname of institetion}. ... being sponsor of the ,_.[ name of
applicant]..... do hereby state on solemn affirmetion os under:-

a1




| That ....{nane of the institution). ... is eligible for being sponsur af the ...[name af epplicant). ... accerding

tiy the Fit and Preper Criteria specified as per the Fulures Brokers (Licensing and Operations) Regulations,
2T

e Ercar L e
2. That ........{name of the institution, ..., and the companies, firms, sole proprictorship ete. associzted with
soeeiname of the institution).. .., have no averdue payment o any financ:ul instrution.

3. That | hereby confirm that the statements made and the information given by me ere correst and that thers
are o facts which have been concealed.

4. That ... fname of the institution). ... has no objection ifthe ..(name of applizant].., futures exchange or
the SECP reguests or obtains informmation shoat . .....{name of the institution)..... from any third party.

5. That | undertake, on hehatfaf . .......(name of the instirution).. . that ... {name of the institution]..... will
nring to the attention of the ... (neme of spplicant). .. any matter which may p-:}u:nt:i&'l}' afTect ity slafus-as
sponsor of the ... (neme af applicant).... as per the it and proper ctiteriz specified in the Futures Brokers
{ Licensing and Operations) Regulations, 2017

6. Thar all the documents provided to ... (name of applicini),... ae true copies of The originels and | have
compared the copies with their respective originals and cerlify them to be true copies [herens

C. In case of wn individual a5 suthorized person an behall of applicant:

I, sonddaughter'wite  of . aduly, resident of
. and  holding CNICY  Passport  No
, on hehalf of .,..{name of the applicant}..... o hereby. slald on - solemn

affirmation &5 under;-

L That ... {name of the applicant). ... s eligible for applying for lcence as o [utures broker as per the Futures
Brokers {Licensing and Operations) Regulations, 2617,

2, That ........{name of the applicant}...... and the companies, firms, sole propristorship etc, assaciated with
+eeeer i name of the applicant).. ..., have no overdoe payvment W any financial institution.

3. That 1 herehy confinm that the steterments made and the informetion given 3y me are correct and that there
are no facts which have Boen zonccaled.

4, That ....... name of the applicant), ..., has no objection if the futures exchange or the SECP requests or
obtains informetion about ._......(name of the applicant)...., from any third party.

5. That | underteke, om behalf of . cofname of the applicanty, oo that sl pame ol the appitcant). ...l
hring to the atlertion of the (ulures exchanpge any matter which may potentially affect its stetus s & futures
broker as per the licencing conditions and 1it and proper criteriy specified o the Fulures Brokers (Licenzing
end Ciparations) Regulations, 2017,

i1, That all the documents provided by L fname of apphcant).. .. are brue coples of the orginals and | have
compired the copiés with their respective originals and certify them to be truc copics therzod.

i That the ipplicant will comply with any other condition 22 may he specified hy the Commission.

DEPONENT
The Deponent is identified by me

Signeture
ADNOOATE
§ e and Beal)
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| ' Solemnly affirmed before me on this day of &t by the Deponent
ahove named who is identified to me by » Advocate, who is known o me personally.

Signature . o
OATH COMMISSIONER FOR TAEING AFFIDAVIT




Schedule 11
|see regulation 6i4)]

COMPUTATION OF MET CAPITAL BALANCE

Current assets and current labilities in relation o a futures broker for the purpese of nel capital shall
be determined by accounting for the eurrent ussets and labilitics in the following manner:

A-Deseription of Curreni Azsets
l. 'Cashin ham:. ar 10 bank

Valuation basis
As per book valus

2. Trads Receivables

Book Yaulue Jess those overdue for more than
fourtoen days

1. Investment in Hsted sscurities in e name
al Broker

lrs.a 5% discount

Securities on the exposure lisl marked o marke

4, Securities purchazed for customers

5. Limed TPFCs! Corposdie Bonds of nof less
than BBR grade exsigned by a credit rating
eompany o Pakizlan

Securities purchised for e customer and bel id b':r'
the Sroker where the pavment has not heen received
within fourieen days

" Marked to Market less [0% discoun

. [FlBs

. Tremsy BIW

8. Anw oimer current asset 5|::-cc1’r|r:-::| by the
Commission

Marked to Market less 5% discount

Al market value

A pier Ui valuation basis delermined by the
Commizsion

B-Description of Current liahilitics

| Valuation busis . el

1, Trade payables

2, Other Hubilities

i Bock Value less those overdue for mave than 30
' datvs

| As classified uncer the ecenerully accepied

| gecalr iling principles

Guidelines issued by the Commission from time to time shal? &lso be followed while caleulating the Net

Capital Balanes
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Form 13
[see repulation 8{2))
SECURITIES AND EXCHANGE COMMISSION OF PA KISTAN
LICENCE AS FUTURES BROKER

Islamabud, |, (datel. ..

The Securitiss and Exchunge Commission of Pakistan having considered the applicetion for liconee 4 I
{Meme af the cumpansy ... being member of . {name of futures cxchenge). ... .. under section 51 of the
Fulures Market Act, 2016 and being satisfied that the said eompany is eligible lor & licence, and that it wasuld
o in public interest and in the inferest of the commedity marker so to do, hereby grants licence, in exercise of
the powers conferred by section 52 of the Frrures Market AcL 2016 to ... (name of the company.. .. subject
to the provisions of the Futures Market Act, 2016 and the rules end regulations made thereunder, as amended
from time 1w time,

2. This .icenee is valid up to one year from e3¢ date of issuance,
Signate of the Officer



Farm
|see repulation 901)]
FORM OF APPLICATLON FOR REN EAWAL OF LICENCE AS A FUTURES BROKER

Te

The Securities and Exchange Commission of Pakisien,
Islarmahad.

Dear &ir,

L. We, o [Name of the futures broker).... being member of ..., (name of futures exchunga)......, hereby
apply for the renewsl of the licence of futires broker under seetion 32 of the Futures Market Act, 2016,

2, The existing licence is dug to exXpiTe 00 ..o
3. Original receipt of the bank for the fee of R&. o iismimivernsais bedng the renewal fee 1s enclosed.

4. Certified true copies of all the documents specified in Anngxure C of the Futures Brosers {Licensing and
Cyperations) Resulations, 2017 are enclosad,

5. 1t 15 reguested that the leence be renewed for & period of o2 year,

Yours Githiubly,
Signature of the Chiel Executive

R



Annexure C

Information and Documents to be provided along-with application for renewal of licence a3 a Tulures

broker

"The follow!ng details shell be provided along-with application for renewal of licence by a futures broker along
with the relevant supportiag documents for the last one vear

Jed

Lia

Dietails of the non-campliance by it, ifuny, with any provision of the applicable laws including the Act and
riles or repualions made thercunder,

Details of the non-compliance by it ifany, with any of the licensing eanditions,
Details of any penal or disciplinary action inftiated or ken against the epplicant, its sponsors, direciors,
major shurcholders or senior menagement officers by any repulatery authority or govemment

ageacy department,

Deteils of legal procsedings, if any, initiated against it amd penal actions teken spainst i3 amd prenilty
imposed] by the Commission or any other regulatory authonty,

Digtanis of changes mecde, 10any. in the obpeet clause of s memorandum of association o other constilutive
documents,

Mumiber and details o customer complunts received, iF any and their redressal stutus,
Mumber und detuils of arbitration awards announced and implemented,

Dreclaration that it is in compliance with the post Deence regquirements as specified in the Futures Brokers
{Licensing and Operations) Regulatichs, 2017,

Copy of the last annual audited tfinancial statements along-with latest quarterly or halfeyearly finuncial
slilermenis,

. The pattern of sharchelding, identitving separately the sponsors and shares held by the sponsons,

Copics of documents evidencing continuous complance with the requirements of financial resource
requirements specified in the Futures Brokers (Licensing and Chperations) Regulations, 2017

An undertaking on a stamp paper specifving that the [ulures broker, ity direclors. sponsors, senior
management officers are incomplisnee with all the requirements Tor geant of renewal of licence under the
Futures Brokess [Licensing and Operetions) Reguelations, 2017,

| 3, Details of the affiliarian and sutsnurcing contracs, (Fany,

4,

Any other informetion snd docoment gy may be required by the Commission from time to time



A —

Form 1

[see regulation 9{4)]
SECURITIES AND FEXCHANGE COMMISSION OF PAKISTAN
RENEWAL OF LICENCE AS FUTURES BROKER

P,
|sturnabad, ... (date])....

The Securities and Exchange Commission of Pakisten huving considered the application for renewal of licence
Y ...oo..d N 0 the fitures heoker).... being member of ... (nume of [ulures exchange)....... and being
aatisfied that the said futures broker is eligivle for renewal of licence and that it would be in public intzzest and
in the interest of the commodity market so to o, herehy grants renewal of licence to ... [Name of the Tulures
broker). .... in exervise of the powers conferred by section 52 of the Futures Market Act, 2016, for one year
subject 1o the provisions of the Futures Market Act, 2016 and the rules and regulations made thereunder, as
amended from tima 1o fime.

Sipnature of the Officer
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Annexure [
[see regulation 16013(0)]

CORPORATE GOVERNANCE CODE FOR FUTURES BROKER

All futures brokers shall ensure compliance with the following Corporate Governance Code. The listed furires
Ir:nl:lu.:rs. shall ensure compliznce with this Code in addition te the Code of Cornorate Governanes {CCG)
il]:lp|_IEEI.3.TI|L‘III!-!= Hsted companies as specified in the regulations of the finires :xcﬁaﬁgc. I cose where Tlh..;r.: i5
any ingonsister.cy with the CCG, the provisions of the CCG shall prevail,

I. Board of Directors

a) A futures broker shall esteblish an effective board of directors (dnard), respoasible far ensuring long-term
success and for meniloring and evaluating the manepement’s performance. The size and cotpoesition of the
buard should refiect the scale and complexity of the futures brokers' husiness

b} The board is encoursged to have a balance of execulive and non-executive directors, with the feyuisile
skills, competence, knowledge and experience.

2, Responsibilities, powers and functions of board of directors

@) The board skould sct the strategie abjectives ond ensure thal necessary Fnancial and human resources are
in place for mecting those chjectives. The board shall further ensure that significan! policies have been
formutated on the following tssues, amang others:

il povernance, risk manegement gnd compliznee ssues;

il costomer relations including customer  awareness end & mechanism and timeline for
handling/resolving their complaints!gricvances; and

il sepregation of custorter assers fromm futures brokers” pesels,

b} The bourd shall formulate and ensure edoption of a code of conduct/cade of ethics to pramate integrty of
its husiness, its hoard, its employees and s aceredited representarives, with special emphasis on mezsures for
curhing any market manipulative activities such as front running, insider trading and other market abuse.

<) The board shall devize an effective whistle-Blower mechanism epabling all stakeholders, including
employees and accredited representatives, Lo freely communicate their congerns aboul any illegal or unethical
prociices. The soard would ensure that the interest of & whastle-blower 15 not prejedicially affecied.

41 The board zhall appoint 8 Chiel Exeoutive Oificer (CEQ o lead the management team, and exercise
exccutive authority over operations of the company.

el Any casunl vacancy occurring on the board shall be mtimated immediately o the futures exchange. The
bowrd shall strive to Gl such vacaney en the board as snon as possible.

fi The board is encouraged to obtain fdelity insurance against risk of misconducty, neglipence or frauds
cammitted hy the officials of futures brokers.

3, Meetings of the haard

a) The bonrd shall meet at least ance in every six months and he peavided with appropriate and timely
inforrmation

Provided that a futures broker licenised ender the Trading Only calegory may comply with the above requirement
o a voluntary basts,

] The board shall ensure that the minutes of meetings of the board sre appropriately recorded.




e

i =k =

4, Committees of the board

&1 The board may establish approprize hoard committees in order te sllow 3 more effective discharge of its
dulies.

b} The board mav define in writing the terms of reference of the various commliges, expleining their rele and

: . r 1T 1 T o - b | S
the advisory autherity delegated to them by the board, These terms of reference may be reviewsd by the board
on g periodie basiz.

¢} The board is cncoursged to form an audit commitiee which should preferably be constituted of
independentnaon-executive directors. Al least one member of the audit commitiee, where formed, should have
relevent finenciul/seccuntancy qualification/experience.

dy The main responsibilities of the sudit commiiiee may include the following:

e To monizor the infegrity of the financial stetermients of the company,

s To review the company's internal contrals gnd sisk manggement systems:
To make recommendations o the board in relation 1o appeintment or removel of the auditor
Te approve the remuneration and terms of engagement of the euditos;
s To review and monitor the suditor's independence and effectiveness;
« To develop and implement policy on engagement of the suditor 1o supply non-gudit services;
o To monitor and review the effectiveness of the company’s internal audit functing.

&, Appedntment of senior manngement oflficers

Futures brokers shall have an appropriase and suitubly quulified management team commensurate with the size
gnd complexity of it business.

b Awareness Programs for Mrectors

a) Futures brokers are encournged 1o make efforts o familiarize their directors with this Code, other applicable
laws; and their duties and responsibilities,

b1 Futures brokers shall ensure complionce of its ditcctors with any mandatory certificalion requirements as
may bhe specified by the Commission frem time Lo me.

T, Auditors

A futeres nroker shal! have its statutary audit conducted from an auditor enlisted within Category “A”™ or “B”
af the Stae Bank of Pakistan's Panel of Auditors:

B Related party transnctions
The details of all related pary fransacifons shall ke placed before the board for review and approval.
9, Corporate and financial reporting fmmework

a) Mot later thin [our months from the elose of the financial vear, all futires hrokers shall prepare and eirculate
it Annua: Report to the Commission and the [utures exchange. The Annual Report shall contain the following;
i} Annual audited fnancial stulements;
i Directors’ Bepor
il A staternent by the CED that there are no irensactions entered ingo by the hroker dusing the yvear,
which are frazdulent, illegal or in vieletion of eny futures market laws,
Provided that & futures Broker licensed under the Trading Only estezory may comply with 1he requirement of
inclugion of Directoss™ Report in its Annual Report on o voluntary basis.

b) The quarterly and unnoal fnancial sraterments shall he approved by the bownd and the CEO.



Prowided that & futures broker licensed underthe Trading Only category may comply with the above reguiremen
in respect of quarterly financial statements on & voluntary hasis.

c) The direclurs may annex statements w0 the following effect with the Dircctors’ Report, prepared under
Sectivn 235 of the Ordinance:

The linancial statements, prepared by the menagement of the compeny, present ils state of affales fairly,
the resuft aof its eperations, cash Mows and changes in eguily;

Proper buoks of accounis of the company have been maintained:

Appruprisle sccounting policies have beer consistently applicd in preparation of finencial stalements
and zceounting estimates are hased on reasonable and prudent judement:

Imemational Financial Reperting Standards, as applicable in Pakistan, hove been followed in preparation
of financial statements and any departures therefrom have been edequarely disclosed end cxplained:
The system of Tntermal control &5 seund in design and has been effectively implemented and monitored.
¥ the brokerage house is not considered to be a gning concern, the fact along with the reasons shall ke
diselosed

The directors’ report shall cover, loans, TFCs, Sukuks or any other deht instrements in which the
eampany is in defuult or likely to defauit. There shull be a clear presentation with details s te the
pggregate amount of the debt overdue or likely 10 become overdue and the reascns for the
defanitiemerging default situation and the measures taken by the company 1o address snd s2:tle such
defiult situetion.

10, Stafement of Compliance with the Code

All fistures brokers, excepl listed futures hrokers, shall publish a stelement of compliance with this Code in
teir Annual Reports,

Mo 8Y/SECPEN 3]

Secrelory o the Chmmission
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