PART II
Statutory Notifications (S. R. O)
Government of Pakistan
Securities and Exchange Commission of Pakistan

NOTIFICATION

Islamabad, the 24June, 2016

S. R. 0. 569 (I) /2016. ** In exercise of powers conferred tsub-section (1) of
section 169 read with sections 68, 69, 75, 76,/87,/9, 80, 82, 84 and 151 of the Securities
Act, 2015 [(lll of 2015) and sub-section (1) of 8en 114 read with sections 51, 52, 58, 63,
64, 66, 68 and 95 of the Futures Market Act, 20X6/(of 2016)]', the Securities and
Exchange Commission of Pakistan hereby makes fl@wiaog regulations, the same being
previously published in the official Gazette videRSD. 1087(1)/2015 dated November 5,
2015 and also placed on its website as requireérusub-section (4) of section 169 of the
said Act, namely:

CHAPTER |
PRELIMINARY

1. Short title and commencement.{1) These regulations shall be called the
Securities Brokers (Licensing and Operations) Regars, 2016.

2 They shall come into force on the date of c@noement of Part V of the Act.

[(3) Any person licenced by the Commission undesé regulations to act as
securities broker shall be permitted to undertakerés contracts based on securities and
financial instruments in terms of sub-section (b)section 52 of the Futures Market Act,
2016 (XIV 2016).”; and

4) These regulations shall not apply to the fesubrokers to offer for trade
futures contracts based on commodities and finhkmsauments in terms of sub-section 4 of
section 52 of the Futures Market Act, 2016 (XIV 8R1A separate set of regulations shall be
applicable to the licencing and operations of fesubrokers to undertake futures contracts
based on commodities and financial instrumehts.]

2. Definitions.- (1) In these regulations, unless there is angthepugnant in
the subject or context, —

€)) “Act” means the Securities Act, 2015 (Il of1X5);

(b) “advertisement” means dissemination or convegaaf information, or an
invitation or solicitation, in respect of the sems$ that the securities broker is
licensed to carry on, by any means or in any faneluding by means of, —

0] publication in a newspaper, magazine, jourmadtber periodical;

! Inserted vide SRO 77(1)/2018 dated January 298201
% Inserted vide SRO 77(1)/2018 dated January 298201



(i) display of posters, notices, billboards, haags etc.;

(i) circulars, handbills, brochures, pamphletspks or other documents;
(iv) letters addressed to individuals or bodies;

(v) photographs or cinematograph films;

(vi)  sound broadcasting, television, the Intermedther media; or

(vii) tele-marketing and SMS marketing;

(c) “blank sale” means sale by a securities brakeits proprietary account or on
customer’'s account when the securities broker @tormer does not own
shares respectively, or the sale does not corestdusale with pre-existing
interest or is a sale without entering into an Stdhtract to meet delivery
obligations on the settlement date;

(d) “customer bank account” means the bank accopehed by the securities
broker with a scheduled bank in Pakistan whereincastomer money is
deposited and maintained,;

[(e) “Companies Act’ means Companies Act, 2017 (36P2017);}

[(ea) “financial instrument” includes any currenayrrency index, interest rate,
interest rate instrument, interest rate index, cowtitg index bond index and
such other financial instruments as may be notifigdhe Commission in the
official Gazette;

(eb)  “Futures Act’” means the Futures Market Actl@QXIV of 2016);

(ec) “futures broker” means a person who, by waybaBiness, whether as
principal or agent,-

0] makes or offers to make with any person, atuires or attempts to
induce any person to enter into or to offer to emi® any agreement
for or with a view to purchase or sale of a futuwrestract; or

(i) solicits or accepts any order for, or otheswidealing in, or effects
transactions in a futures contract for its custoroeron its own
account;

(ed) “futures contract” means-

0] an arrangement where one party agrees to entera contract to
deliver a specified quantity of a specified comnipdir securities or
financial instruments, to another party at a spattifuture time and at
a specified price payable at that time; or

(i) where the parties agree to discharge theigabons under the contract
by settling the difference between the value gbecgied quantity of a
specified commodity or securities or financial ingtents agreed at
the time of the making of the contract and at aiieel future time; or

% Substituted for the words “(e) “Ordinance” meahs Companies Ordinance, 1984 (XLVII of 1984);" vide
SRO 77(1)/2018 dated January 29, 2018



(ef)

(eq)

(eh)

(f)

[(@)

(9a)

(gb)

(h)

0]

(i)  such other futures contract or class of fesicontracts or derivative
contracts as prescribed by the Commission, andidies! options on
contracts of the kind described in paragraphig))of (iii);

“regulated activity” means any activity, rered to be licensed, under section
46 of the Futures Act;

“regulated securities activity” means a retpdasecurities activity as specified
in section 63 of the Act;

“sale with pre-existing interest” shall meha squaring up of:

0] an earlier purchase in the same settlemerm ar different settlement
which will settle prior to the settlement of théesand

(i) an open position in margin trading or marg@imancing as a financee
on account of same UIN of same securfty.]

“scheduled bank” has the same meaning as defimelause (m) of Section 2
of the State Bank of Pakistan Act, 1956 (XXXII &5b);

“Securities broker” for the purpose of thessgulations means a broker
licensed to undertake securities broker activitgamSecurities Act, 2015 and
permitted to undertake future’s broker activity fatures contracts based on
securities and financial instruments in terms oftise 52 of the Futures
Market Act, 2016;

“securities lending and borrowing (SLB) cootfameans the securities
lending and borrowing contract executed throughsystem provided by an
authorized intermediary as per the requirementieofpplicable rules;

“senior management officer” as defined in Atoe for the purposes of these
regulations, in addition to the persons mentiomeclause (lviii) of section (2)
of the Act and, includes the compliance officer;]

“short sale” means a sale by a securities byake its proprietary account or
on customer’s account, where the securities brok@&ustomer does not own
shares respectively, or the sale does not corestdusale with pre-existing
interest, but the securities broker or the customerthe case may be, has an
SLB contract to meet delivery obligations on thélsment date;

“sponsor” means:

(@) a person who has contributed initial capitathe company or has the
right to appoint majority of the directors on theabd of the company
directly or indirectly; and

(b) a person who replaces the person referredctairse (a) above; and

* Inserted vide SRO 77(1)/2018 dated January 298201
® Substituted for the words “(g) “sale with pre-gixig interest” shall mean the squaring up of :

an earlier purchase in the same settlemenn ar different settlement which will settle priav the

settlement of the sale; and

an open position in margin trading or marfjimncing as a financee on account of same UlNaofes

security.” Vide SRO 77(1)/2018 dated January 29,80



(c) a person or group of persons who has contrtth@fcompany whether
directly or indirectly;§

0) “unique identification number (UIN)” means thaique identification number
issued by a clearing house to a person for tragimte securities exchange.

(2) Words and expressions used but not definekdset regulations shall have the
same meaning as assigned to them in the Act ,Gbenpanies Act, the Futures AGtthe
Securities and Exchange Commission of Pakistan A687 (XLII of 1997), Central
Depositories Act, 1997 (XIX of 1997), and any rutegegulations made thereunder.

Chapter Il
LICENSING REQUIREMENTS FOR SECURITIES BROKER

3. Prohibition.— No person shall act or perform the functions ofeausities
broker unless such person is licensed as a securitioker with the Commission in
accordance with these regulations:

[Omitted]?

[4. Eligibility criteria for licensing of a securities broker.- Subject to
compliance with the provisions of the Act and théufes Act, a company may apply to the
Commission for licence as a securities broker, if-

(€)) the applicant’s memorandum and articles of @ation allow it to apply for
grant of licence as a securities broker under ttieaAd the Futures Act;

(aa) itis not a single member company;
(b) the applicant holds a valid TRE certificateuiss in its name;

(c) the applicant identifies names and details tef Sponsors which shall be
required to collectively hold and retain not lelsart fifty one per cent of the
share capital of the applicant, and in the caselisted company, not less than
twenty five per cent of the share capital of amplig provided that any change
in sponsors shall not be affected without priortteri approval of the
Commission;

(d) the applicant and its sponsors do not haverclhing interest in any other
company holding licence as a securities broker;

(e) the applicant, its sponsors, directors andosemianagement officers are fit
and proper persons as per the criteria specifidhirexure B;

() the chief executive of the company does nodhslich office in any other
company;

® Substituted for the words “(i) “securities lendimgpnd borrowing (SLB) contract” means the securities
lending and borrowing contract executed throughsystem provided by an authorized intermediaryeastipe
requirements of the applicable rules; and” vide SRQ)/2018 dated January 29, 2018

’ Substituted for the words “Ordinance” vide SROI¥2018 dated January 29, 2018

8 Deleted the words “Provided that any company dekmée licensed as a securities broker under saties

(3) of section 177 of the Act shall be allowed #ory out its functions under the category of Tradamd Self-
Clearing till the time as provided in the said gacttand thereafter an application for licence sbhallmade by
such company under regulation 5 for any one ofctitegories as provided in sub-regulation (2) ofilegpn

5.” Vide SRO 77(1)/2018 dated January 29, 2018



(9) the Director/employee of the company holdingcaece as a securities broker
does not hold the position of a Director in anyestbompany licenced as a
securities broker;

(h) its sponsors have submitted verifiable docus@mtluding wealth statements
submitted with the tax authorities to demonstrat its net-worth is not less
than twice the amount to be subscribed by him pextg

0] its sponsors have and will continue to havere@epntation of at least twenty
per cent on its board of directors;

() it meets the financial resources requirememscsied in these regulations;
and

(k) it has and shall continue to have the requisitsber of personnel/employees
having mandatory certification as specified by @@mmission from time to
time;

[ its ultimate beneficial owners have not beeonvicted in any predicate
offences provided under Anti-Money Laundering A2610 (VII of 2010),
Anti-Terrorist Act 1997 (XXVII of 2010) or any otheriminal offence.

Explanation:- For the purposes of this regulatithie expression “ultimate
beneficial owners” includes natural person or ifdlial who ultimately own
or control ten percent or more of the entity.]

Provided that in case of a company licensed urefgrlation 3, the Commission may,
upon a request made by the applicant, grant addititime for compliance with the
requirements of clauses (c), (d) and (i), on a tasase basis.

Explanation:- For the purpose of this regulatioleve the sponsor of applicant is a
company, the requirements applicable to the spersguall be applied to such extent as may
be practical upon the majority shareholder, spanaod directors of such sponsor company
and the sponsoring company and the applicant ghadlan undertaking to the Commission
that they will inform the Commission in case of amange in the sponsors of the sponsoring
company and the required documens.]

® Inserted vide SRO 1356(1)/2018 dated Novembe0&82

19 Substituted for the words “4. Eligibility criteridor licensing of a securities broker.- Subject to
compliance with the provisions of the Act, a compamay apply to the Commission for licence as a sges
broker under any one of the categories specifiaibiregulation (2) of regulation 5, if-

(a) the applicant’'s memorandum and articles of @ation allow it to apply for grant of licence as a
securities broker under the Act;

(b) the applicant holds a valid TRE certificateuss in its name;

(c) the applicant identifies names and detailstofsponsors which shall be required to collectivedd

and retain not less than fifty one per cent of share capital of the applicant, and in the casa téted
company, not less than twenty five per cent ofsih@re capital of applicant;

(d) the applicant and its sponsors do not haverelling interest in any other company holding liceras

a securities broker;

(e) the applicant, its sponsors, directors andosenanagement officers are fit and proper perssnsea

the criteria specified in Annexure B;

)] the chief executive of the company does notlsalch office in any other company;

(9) in case of a company other than a company deditensed under regulation 3 above, its sponsors

have submitted verifiable documents to demonsttae they have financial resources not less thacetthe
amount of the paid-up capital requirement for tlevant category of securities broker for whichlegapion is
made;



5. Application and procedure for granting a licence- (1) Subject to regulation
(4), [an}* application for a licence as a securities brokedlse made to the Commission in
Form A along with all the documents specified inn&rure A and receipt evidencing
payment of non-refundable fee of such amount asifsgein Schedule |.

[Omitted]*

(3) A company applying for licence under sub-ragjoh (1) above shall submit
its application along-with supporting documentsotlyh the securities exchange to the
Commission.

(4) The securities exchange shall scrutinize twglieation for grant of licence
and the documents submitted by the applicant ptiorsubmission of the same for
consideration of the Commission along-with a letierecommendation inter alia covering
the following-

(@) the contents of the application for licence angporting documents are in
conformity with these regulations;

(h) the names of its sponsors, directors and senaragement officers are appearing on the lisctfe
tax payers issued by the Federal Board of Revenue;
Provided that this requirement shall noaipplicable in the case of foreign nationals;

0] its sponsors have and will continue to havereepntation of at least twenty per cent on its dhazr
directors;
0] the sponsors’ portion of share capital of thgplacant or any part thereof shall not be sold or

transferred, nor any arrangement for transfer ofrob of the securities broker shall be affectedheiit prior
written approval of the Commission;

(k) its memorandum of association requires prigorapal of the Commission for making any changes
therein, other than an increase in its authoritedescapital;

0] it meets the financial resources requiremespgified in these regulations; and

(m) it has and shall continue to have the recuisiimber of personnel/employees having mandatory

certification as specified by the Commission frtime to time;

Provided that in case of a company deemed licensddr regulation 3, the Commission may, upon a
request made by the applicant, grant additiona fion compliance with the requirements of claus@s(¢) and
(i), on a case to case basis.

Explanation:- For the purpose of this regulatiohgve the sponsor of applicant is a company, theirements
applicable to the sponsors shall be applied to sxtént as may be practical upon the majority diader,
sponsors and directors of such sponsor companyhendponsoring company and the applicant shall give
undertaking to the Commission that they will infothe Commission in case of any change in the sperafo
the sponsoring company and the required documevitde’ SRO 77(1)/2018 dated January 29, 2018

" Inserted vide SRO 77(1)/2018 dated January 298201

2 Deleted the words “(2) The application for licenender these regulations may be made for any btieeo
following categories of securities brokers-

(@) “Trading Only” category shall mean that a sé@g broker can only execute its proprietary tsadad
trades on behalf of its customers but cannot sexeeuted trades or keep custody of securities.
(b) “Trading and Self-Clearing” category shall me¢hat a securities broker can execute as well ke se

its proprietary trades and trades executed on beh#s customers and can keep custody of seesriivned by
it and its customers subject to such conditionsag be imposed by the Commission.
(c) “Trading and Clearing” category shall mean thagecurities broker can execute as well as dédtle
proprietary trades and trades executed on beh@¥ ofistomers and can keep custody of securitiegd by it
and its customers subject to such conditions a®seg by the Commission and, in addition, such dgesir
broker can settle trades of other securities boked their customers and keep custody of the itesuswned
by such other securities brokers and their custemer

Provided that a securities broker deemed licengsder regulation 3 above and applying for fresh
licence in accordance with the requirement of sedsisn (3) of section 177 of the Act under the ‘dirgy
Only” category shall be required to transfer itsacing, settlement and custody functions withirraagition
period of six months or an extended time periodhag be allowed by the Commission. Such securitiekds,
during the transition period, shall comply with ttegjuirements applicable to the “Trading and Sé#fa@ng”
category.” Vide SRO 77(1)/2018 dated January 2980



(b) the applicant meets the requirements of the[Act the Futures Act] and
these regulations for the purposes of licence utidese regulations;

(c) the applicant, its sponsors, directors andaemanagement officers are fit
and proper persons as per the criteria specifi¢gideise regulations;

(d) the applicant has arrangements for puttinglaee such trading, clearing and
settlement, accounting and recording systems asem@ssary for the purposes
of the applicant's existing and anticipated operatiof business; [ *

(e) the applicant has written policies, procedusgstems and controls to resolve
customer complaints, handle conflict managementitmounethical conduct
and market abuse, prevent money laundering and &iotebrorist financing;
and

) the past track record of regulatory compliaméghe applicant, its sponsors,
directors and senior management officers is satisfa.["

(5) The Commission, while considering the appiaatfor licence, may require
the applicant to furnish such further informatiorctarification as it deems appropriate.

(6) The applicant shall, if so required, appeafotse the Commission for a
representation through a person duly authorizedHhisr purpose in writing by the board of
directors of the applicant.

(7) Any subsequent change in the information pfedito the Commission at the
time of filing of application under sub-regulatiofl) shall be communicated to the
Commission within five working days from the dafesach change.

[6. Financial Resources Requirement (1) An applicant for a licence as a
securities broker shall comply with and ensure amg@ompliance with minimum paid up
capital and net worth of Rupees thirty five (35)limm and net capital balance of Rupees five
(5)million.

Provided that existing securities brokers whe aron-compliant with the above
prescribed financial resource requirements in r&spepaid up capital and net worth as of
December 31, 2017, shall comply with these requaresilatest by June 30, 2019.

Provided further that in case of securities brokedso do not meet paid up capital
and net worth requirements as prescribed abové Beaember 31, 2017, the Commission
may impose other conditions including reduced alstnits, till such brokers are compliant
with the requirements as prescribed above.

2 In case a securities broker fails to meetrtiieimum paid-up capital and/or
net-worth requirements as specified in sub-reguati(1), the securities exchange shall
immediately restrict the trading facility of suckcsirities broker and its licence shall be
suspended by the Commission without prejudice o @her disciplinary action under the
Act and the Futures Act and these regulations.

(3) A securities broker shall file monthly statamts of net capital balance and
liquid capital with the securities exchange anéidtey house computed in a manner specified
in Schedule Il and 11l respectively, immediatelyesifcoming into force of these regulations,

13 Inserted vide SRO 77(1)/2018 dated January 298201
14 Deleted the word “and” vide SRO 77(1)/2018 dateduhry 29, 2018
15 substituted for full stop “."vide SRO 77(1)/2018ted January 29, 2018



and shall also submit an audited statement ofaqgtad balance on half yearly basis.

(4) The securities broker shall start maintainmgnimum liquid capital as per
such amounts and/or ratios and after such periodineé as may be specified by the
Commission and upon such specification by the Cassion, the securities broker shall be
required to submit audited statement of liquid tapion half yearly basis, and the
requirement to maintain net capital balance, tiggirement to submit monthly statements of
net capital balance and the requirement to subatiitearly audited statements of net capital
balance shall be discontinued.

(5) A securities broker shall immediately notifie Commission and the securities
exchange if the net capital balance and/or thadigapital fall below the specified threshold
and shall immediately submit the revised net céplialance and/or liquid capital
calculations.

(6) In case of non-submission of statements af capital balance and liquid
capital within a time period as may be notifiedthg exchange, and clearing house or any
shortfall in the net capital balance and/or liqaipital, either reported by the securities
broker or identified by the securities exchangeachg house or the Commission, the
securities exchange, and clearing house shall iratedyg restrict the trading facility of such
securities broker and shall only allow it to closet the open position in a controlled
environment.

(7) The net worth of a securities broker shalthkulated as total assets less total
liabilities less surplus on revaluation, if anyeated upon revaluation of fixed assets.

Provided that the Commission may issue clarificaiio respect of treatment of any
item of assets and/or liabilities for the purpo$ecalculating the net worth of a securities
broker.}'°

16 Substituted for the words “6. Financial Resour&equirement.- (1) An applicant for a licence as a
securities broker shall comply with and ensure amga:ompliance with the following specified leveté
minimum paid-up capital, net worth and net cagithnce-

Category of securities Paid up Capital Net worth Minimum Net Capital
broker -PKR million- -PKR million- Balance

------ PKR million------
Trading Onl 15 15 2.5
Trading and Sel| 35 35 5
Clearing
Trading and Clearing 100 100 10

(2) A securities broker deemed licensed underlatigm 3 and which obtains a licence under Tradimdy or
Trading and Self Clearing category but does ndiiiftthe requirements of minimum paid up capitabéor net
worth for its category shall be required to meet thinimum paid up capital and/or net worth requieets in
the following manner-

Category of securitie| Minimum paic-up | Within year 1 from obtainini| Within year 2 from

broker capital/net-worth fresh licence obtaining fresh licence
requirement
Trading Only Rs15 million Securities broker to meat | Securities broker to meet

least 50% of the amount lessemaining amount less
than the minimum specifiedthan the  minimum

requirement specified requirement
Trading and Self{ Rs35 million Securities broker to meet atSecurities broker to meet
Clearing least 50% of the amount leggemaining amount less

than the minimum specifiedthan the  minimum

requirement specified requirement

(3) In case a securities broker fails to meet rttisimum paid-up capital and/or net-worth requiretseas

8



[Omitted] *’

specified in sub-regulations (1) and (2), the séiesrexchange shall immediately restrict the tngdiacility of
such securities broker and its licence shall besuged by the Commission without prejudice to atheio
disciplinary action under the Act and these regoiest

(4) A securities broker shall file monthly statertse of net capital balance and liquid capital witte
Commission and the securities exchange computednranner specified in Schedule 1l and Ill respetyiv
immediately after coming into force of these regolss, and shall also submit an audited statemémted
capital balance on half yearly basis. The secsriti@ker shall start maintaining minimum liquid itapas per
such amounts and/or ratios and after such periotim@ as may be specified by the Commission through
notification. Upon such natification by the Comniiss the securities broker shall be required tositbudited
statement of liquid capital on half yearly basisdahe requirement to maintain net capital balaribe,
requirement to submit monthly statements of nettabpalance and the requirement to submit halfrlyea
audited statements of net capital balance shalidgmontinued.

(5) A securities broker shall immediately notifietCommission and the securities exchange if theagtal
balance and/or the liquid capital fall below thedfied threshold and shall immediately submit téeéised net
capital balance and/or liquid capital calculations.

(6) In case of any shortfall in the net capitalabae and/or liquid capital, either reported by Heeurities
broker or identified by the securities exchangehar Commission, the securities exchange shall inmhelg
restrict the trading facility of such securitieoker and shall only allow it to close out the ogmsition in a
controlled environment.

(7) The net worth of a securities broker shallch&ulated as total assets less total liabilitesss Isurplus on
revaluation, if any, created upon revaluation péél assets:

Provided that the Commission may issue clarificatio respect of treatment of any item of assetsand
liabilities for the purpose of calculating the neorth of a securities broker.” Vide SRO 77(1)/20d8ted
January 29, 2018

" Deleted the words “7.  Additional requirements fisence under Trading and Self-Clearing and Trgdin
and Clearing categories.- Licence for Trading 8etf-Clearing or Trading and Clearing categoriealistnly
be granted to an applicant which fulfills the feliog additional conditions-

(a) It has been admitted as a clearing member byctbaring house and a participant by the central
depository; and
(b) In case of a company applying for licence unter Trading and Clearing category, it is a public

company and at least one director on its board siibetcriteria of independent director.

Explanation: “Independent director” in relation tbe securities broker means such director who is no
connected or does not have any other relationsHipther pecuniary or otherwise, with the securitiexker, its
associated companies, subsidiaries, holding compapgnsors or directors. The test of independence
principally emanates from the fact whether sucts@ercan be reasonably perceived as being ableetcisa
independent business judgment without being sukeserio any form of conflict of interest:

Provided that without prejudice to the generalityhis explanation, no director shall be considdretpendent

if one or more of the following circumstances exist

(a) he/she has been an employee of the secuntiert any of its subsidiaries or holding comparithim

the last three years;

(b) he/she is or has been the chief executive effiaf subsidiaries, associated company, associated
undertaking or holding company of the securitieskbr in the last three years;

(c) he/she has, or has had within the last thregsye material business relationship with the riges
broker either directly, or indirectly as a partnsnpstantial shareholder or director of a body tregt such a
relationship with the securities broker;

(d) he/she has received remuneration in the thesgsypreceding his/her appointment as a director or
receives additional remuneration, excluding reteatrbenefits from the securities broker apart feodirector’s

fee or has participated in the securities brokeinare option or a performance-related pay scheme;

(e) he/she is a close relative of the securitiekdn's promoters, directors or substantial shagrst
Explanation: close relative means spouse(s), llaszendants and descendants and siblings;

)] he/she holds cross-directorships or has sicguifi links with other directors through involvemeémt

other companies or bodies; or

(9) he/she has served on the board for more thege thonsecutive terms from the date of his first

appointment provided that such person shall be ddeéindependent director” after a lapse of one term
Provided that any person nominated as a directideusections 182 and 183 of the Ordinance shabadaken
to be an "independent director" for the above-nuei purposes:

Provided further that in case of any ambiguity étesimining independence of a person for the pugpokthese
regulations, the decision of the Commission shalfibal and binding upon the securities broker.8&iSRO
77(1)/2018 dated January 29, 2018



8. Grant of licence- (1) The Commission, while considering the agation for
granting a licence, shall inter-alia take into aguathe following matters,-

(@ that the applicant meets the requirements @fAbt [and the Futures Acf]
and these regulations;

(b) that the applicant has the ability to efficlgnhandle its functions as a
securities broker and its obligations under the [aod the Futures Actjand
these regulations;

(c) that the applicant has the necessary infrastreéncluding but not limited to
financial resources, policies, procedures, systants controls to effectively
and efficiently discharge its responsibilities aseaurities broker;

(d) that the applicant satisfies the Commissiont tha reasons for an earlier
refusal for grant or renewal of licence, if any, aasecurities broker are no
longer applicable;

[(e) compliance of the applicant’'s sponsors, doectand senior management
officers with the fit and proper criteria specifisdAnnexure B; andf

[(f)  history of past regulatory compliance and @@nding penal action against the
applicant, its sponsors, directors and senior memagt officers for an
offence under the Act, the Futures Act and the Comigs Act.f*

(2) The Commission, upon being satisfied after cmtidg such inquiries and
obtaining such further information as it deems appate that,-

€) the applicant is eligible for a licence;

[(b) the applicant is in compliance with the proeis of the Act and the Futures
Act, these regulations and any notifications oeclives or guidelines or codes
issued thereunder; afd]

(c) it is in the public interest and interest opital market;

may grant a licence to the applicant in Form Bdgreriod of one year under the provisions
of the Act [and the Futures Aéfland communicate this to the securities excharigaring
house and central depository:

[Provided that any new license granted under thegalations shall have an expiry
date of December 31, of that calendar y&4r.]

Provided [furtherf® that while deciding to grant licence to a secesitbroker, the
Commission may seek additional information fromeotiGovernment agencies/regulatory

18 Inserted vide SRO 77(1)/2018 dated January 298201

9 Inserted vide SRO 77(1)/2018 dated January 298201

20 substituted for the words “(€)  involvement of eplicant, its sponsors, directors or senior mamege
officers in an offence involving fraud or breachtafst; and” vide SRO 77(1)/2018 dated January224,8

2L Substituted for the words “(f)  history of past uéagory compliance and any pending penal actiorinaga
the applicant, its sponsors, directors or senionagament officers for an offence under the Act,Skeurities
and Exchange Ordinance, 1969 or the Ordinance.& @RO 77(1)/2018 dated January 29, 2018

22 Substituted for the words “(b)  the applicant is ¢dompliance with the provisions of the Act, these
regulations and any directives/guidelines/codaseidghereunder; and” vide SRO 77(1)/2018 dated aan2o,
2018

2 Inserted vide SRO 77(1)/2018 dated January 298201

4 Inserted vide SRO 77(1)/2018 dated January 298201
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bodies including obtaining credit information bune@CIB) reports from the State Bank of
Pakistan and may also conduct a pre-licence assessmn a visit of the premises of the
applicant to verify the genuineness of informatsobmitted.

3 Nothing in these regulations shall affect trevpr of the Commission to
restrict, suspend or cancel the licence of a séesibroker under the Act [and the Futures
Act]® if any or all of the events as mentioned thereimehoccurred or the securities broker
fails to comply with any of the requirements ofsaaegulations.

(4) Within three months of the grant of licendee securities exchange, prior to
allowing commencement of business to a securitiekdn, shall confirm through a visit of
such securities broker’s premises that the seesiiroker has put in place-

(@) adequate professional management includingchraeads, system operators
and compliance officer, as is necessary to alloavsiicurities broker to carry
out its obligations in accordance with the appliedaws, circulars, directives,
etc.;

(b) necessary technology, systems and internakproes;
(c) organizational structure with clear lines a$pensibility and authority; and

(d) risk management, supervisory system, infratitrecincluding but not limited
to adequate office space, equipment and technicgects including
appropriate arrangement for clearing, settlemedtcastodian services, where
allowed, to effectively and efficiently dischargés iresponsibilities as a
securities broker with capacity for ongoing mairatece of the same.

[9. Renewal of licence.-(1) Subject to the provisions of the Act and Fwures
Act and these regulations, a securities brokemigaa valid licence shall, through securities
exchange, apply to the Commission by November B8yery calendar year in Form C along
with an undertaking stating that it is in comptanwith all regulatory requirements and
receipt evidencing payment of renewal fee of suciownt as specified in Schedule I, for
renewal of its licence for next calendar year.

2 Any license renewed under these regulationk lsbavalid for a period of one
year expiring onDecember 31 of each calendar year unless surrehtgrie securities
broker or suspended or cancelled by the Commission.

3) An existing license granted to a securitieskbr under these regulations,
irrespective of its validity date, shall be valitl December 31, 2018 unless surrendered by
the securities broker or suspended or cancellethéyCommission. The securities broker
may apply for renewal of its existing licence fbetnext calendar year i.e from 01 January to
31 December 2019 through securities exchange laye®ovember 30, 2018.

4) The securities exchange shall scrutinize fhgieation for renewal of licence
and the documents submitted by the securities brpker to submission of the same for
consideration of the Commission, along-with a letterecommendation stating that it has
reviewed the contents of the application and thgpsttiing documents and has found the
same to be in conformity with the Act and the FesuAct and these regulations:

Provided that while submitting the letter of recoemdation to the Commission, the
securities exchange shall also take into accownséturities broker’s outstanding customer

% Inserted vide SRO 77(1)/2018 dated January 298201
% Inserted vide SRO 77(1)/2018 dated January 298201
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complaints and its track record with respect tacdmpliance with the applicable regulatory
requirements:

Provided further that the securities exchange sbabmit the applications of
securities brokers eligible for renewal of licendesthe Commission by December 15, of
each calendar year.

(5) The Commission upon being satisfied that thglieant continues to meet the
requirements for licensing, is in compliance witle fprovisions of the Act, the Futures Act,
any rules, regulations, notifications, directivgsidelines or codes issued thereunder and it is
in the public interest and interest of the capitarket, may renew the licence of a securities
broker as recommended by the securities exchamgenfither calendar year and convey the
same to the securities exchange for onward dissgimmto all stakeholders.

(6) Where the application for renewal of licensariade within the provided time
but has not been decided by the Commission, trendie of the securities broker shall
continue to be valid until the application for rer is decided by the Commission.

@) While renewing the licence of a securitieskerothe Commission may, also
take into account the past track record and hisbbmegulatory compliance of the securities
broker, its sponsors, directors and senior manageaffcers.

(8) The Commission shall send an intimation oferegal of licence of the
securities broker to the securities exchange, icigdmouse and central depositofy.]

10. Procedure where licence is not granted or renex.- (1) The Commission,
after giving a reasonable opportunity of hearin¢gh® applicant, may refuse to grant or renew
a licence if in the opinion of the Commission sagiplicant does not fulfill the requirements
specified under the Act [and the Futures Atthnd these regulations and where the

2" Substituted for the words “9. Renewal of licencgl) Subject to the provisions of the Act and thes
regulations, a securities broker shall, one mautbr to the date of expiry of its licence, apply the
Commission in Form C along with all the documengssaecified in Annexure C and receipt evidencing
payment of renewal fee of such amount as spedifi&thedule 1, for renewal of its licence.

2) A securities broker applying for renewal oteihce under sub-regulation (1), shall submit its
application along-with supporting documents throtlghsecurities exchange to the Commission.
3) The securities exchange shall scrutinize tpplieation for renewal of licence and the documents

submitted by the securities broker prior to subiis®f the same for consideration of the Commissaang-
with a letter of recommendation stating that it hesewed the contents of the application and thgperting
documents and has found the same to be in confpmitih the Act and these regulations:

Provided that while submitting the letter of reecoendation to the Commission, the securities
exchange shall also take into account the secsifitieker’s outstanding investor complaints andréek record
with respect to its compliance with the applicatggulatory requirements:

Provided further that along-with the recommendatéiter, the securities exchange shall submit dicoation
to the Commission that it has visited the premidfethe securities broker and is satisfied withitifeastructure
and human resources deployed by the securitiegbtolensure ongoing compliance with these reguiati

4) The Commission upon being satisfied that tpplieant continues to meet the requirements for
licensing, is in compliance with the provisionstioé Act, rules, regulations and any directives/gliigts/codes
issued thereunder and it is in the public inteasst interest of the capital market, shall renewlittence for one
year and issue a certificate of renewal of licetocthe applicant in the Form D.

(5) Where the application for renewal of licenseriade within the provided time but has not beeiddel
by the Commission, the licence of the securitieskér shall continue to be valid until the applioatifor
renewal is decided by the Commission.

(6) While renewing the licence of a securitieskerothe Commission may, in addition to the critéaia
down for grant of licence, also take into accouret past track record and history of regulatory d@ampe of
the securities broker, its sponsors, directorssamior management officers.

@) The Commission shall send an intimation oereal of licence of the securities broker to theusities
exchange, clearing house and central depositorigé $RO 77(1)/2018 dated January 29, 2018

8 Inserted vide SRO 77(1)/2018 dated January 298201
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Commission after taking into account the factspfighe view that it is not in the public
interest or in the interest of the capital markegtant or renew a licence.

(2) The applicant, if aggrieved by the decisiontlsdé Commission under sub-
regulation (1), may, within a period of thirty dafrem the date of receipt of such refusal,
prefer an appeal to the appellate bench of the dssiom under section 33 of the Securities
and Exchange Commission of Pakistan Act, 1997.

(3) [An applicant}® whose application for renewal of licence is retushall
immediately inform all its existing customers, ketll dues of the customers within fifteen
days and shall remain responsible for clearing setdlement of all its obligations up to the
date on which it has been working as a securitre&ds, in the manner specified by the
securities exchange with the approval of the Corsimis

[(4) The Commission shall communicate its decisdbmefusal to grant or renew
the licence to the applicant/securities broker, gbeurities exchange, the central depository
and the clearing hous&]

11. Cancellation of licence.-(1) A securities broker may apply to the
Commission for cancellation of its licence alondgbwa confirmation from the securities
exchange that such securities broker has inforniats @xisting customers, settled all dues
and pending claims of the customers and has coetplatl formalities for closure of
business.

2 The Commission may, after being satisfied @daformalities for closure of
business including settlement of customer claimet@een completed, cancel the licence of
such securities broker:

Provided that the Commission may impose such tiongias it deems appropriate at
the time of such cancellation of licence.

[(3) A licence granted to a securities broker unttese regulations shall stand
cancelled automatically where-

(@) the TRE certificate of such securities brolercancelled by the securities
exchange; or

(b) the securities broker surrenders its licence;

(c) the securities broker is declared defaulteth®y securities exchange or TRE
certificate suspended by the securities exchangk the reason for such
default and/or suspension is not removed withpeaod of six months from
declaration of such default and/or suspension; or

(d) the securities broker surrenders the TREfa=ate and the securities exchange
cancels such TRE certificate subject to the requergs of regulations of the
securities exchange; or

(e) the securities broker is declared insolvena I§ourt; or

) the securities broker fails to apply for rerawf licence within the specified

29 substituted for the words “A securities brokerl@iSRO 77(1)/2018 dated January 29, 2018

30 Substituted for the words “(4)  The Commissionlistmmmunicate its decision of refusal to grantemew
the licence to the applicant or securities broksrthe case may be, the securities exchange, lcdefrasitory
and clearing house forthwith and in the case dfis&fto renew the licence may also publish such ifa@
newspaper of wide circulation in Pakistan.” VideGsR7(1)/2018 dated January 29, 2018
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time; or

(9) the licence is suspended by the Commissionsant suspension has not been
revoked till the time of expiry of licence issuexdthe securities broker;

(h) the terminals of the securities broker are endpd by exchange and the
reason for such suspension is not removed witlgareod of six months from
such suspensiofi}]

(4) A securities broker whose licence is cancellader sub-regulation (3) shall
inform all its existing customers, settle all daéshe customers within fifteen days and shall
remain responsible for clearing and settlementlafsaobligations up to the date on which it
has been working as a securities broker.

(5) The Commission shall send an intimation of edlation of licence of a
securities broker to the securities exchange, icigdmouse and central depository] |

Chapter Il
CONDUCT OF A SECURITIES BROKER

12. Invitations and Advertisements.-(1) A securities broker shall not publish,
circulate or distribute any advertisement or anfprimation which is false, misleading or
deceptive.

2 A securities broker shall not publish, cirdalar distribute any advertisement
which:

(€)) refers, directly or indirectly, to any pastesjic recommendations of the
securities broker which were or would have beeffitate to any person; or

(b) contains any statement that any report, aisalgs other service will be
furnished free or without charge, unless such tearalysis or service is in
fact or will in fact be furnished in its entiretymé without any condition or
obligation.

3 The advertisement shall not promise or guaergny return or make any
exaggerated statement or presentation to exploitndividual’'s lack of experience and
knowledge and should not include any other thingctviotherwise is prohibited.

(4) The advertisement shall be legible, writterciear language, and should not
be such which may prejudice interest of the inwssito general.

31 Substituted for the words “(3)  The Commission neaycel the licence granted to a securities broker i
accordance with the provisions of the Act and/oereh

(@) the TRE certificate of such securities brdkezancelled by the securities exchange; or

(b) the securities broker is declared defaulteatsecurities exchange and the reason for suchrdéohn

is not removed within a period of six months froncls declaration; or

(c) the securities broker surrenders the TRE fezate and the securities exchange cancels such TRE
certificate subject to the requirements of regalaiof the securities exchange; or

(d) the securities broker is declared insolvenalgyourt; or

(e) the securities broker fails to apply for reaéwf licence within the specified time; or

) the licence is suspended by the Commissionsarath suspension has not been revoked till the ¢iine

expiry of licence issued to the securities brokede SRO 77(1)/2018 dated January 29, 2018
%2 Deleted the words “and may also publish the omfecancellation in a newspaper of wide circulatian
Pakistan” vide SRO 77(1)/2018 dated January 298201
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(5) In the event of suspension of any TRE cedtficholder, the TRE certificate
holder so suspended shall not make any advertigegitber singly or jointly with any other
TRE certificate holder during the period of suspems

(6) The advertisement shall not have any adveeferance regarding the
reputation of any other securities brokers or digpant of the securities market [and/or
futures markeff.

(7) A securities broker shall not advertise itsihass publicly unless it obtains
prior clearance from the securities exchange.

13. Disclosure of financial risks.- (1) A securities broker shall not commence
business with a customer unless such securitidsebrprovides the customer with a risk
disclosure document in accordance with the speciprewided by the securities exchange,
inter alia containing the basic risks involved irading in securities [and/or futures
contractsj* including explanation of the following:

(@) the risk of higher volatility which may affeitte complete or partial execution
of an order and the price at which it may be exadut

(b) risk of lower liquidity;

(c) speculative trading;

(d) risk of wider spread;

(e) price fluctuations due to corporate announcesyen

) systemic risk; and

(9) specific risks of trading [in futures afdtlleverage markets etc.

2 The securities broker shall obtain a writtekreowledgment duly signed and
dated by the customer confirming that such custdmsrunderstood the nature and contents
of the risk disclosure document.

14. Conflict of interest.-(1) The securities broker shall take all reasonatdes
including the framing of appropriate policies amdgqedures to minimize conflict of interest
between such securities broker and its customers.

(2 Subject to the provision of sub-regulation, {@here any conflict of interest
arises between the securities broker and its custaime securities broker shall immediately
inform the customer through verifiable means antdgaon any direct or indirect advantage
from the situation and shall act in the best irgey®f the customer.

3 The securities broker must take reasonablgssie ensure that neither such
securities broker nor any of its employees I €jther offers or gives, or solicits or accepts,
any inducement that is likely to conflict with adyties owed to the customers.

4) The securities broker shall put in place a m@ésm and take steps to avoid
and eliminate the misalignment of incentives duectmflict of interest between the

¥ Inserted vide SRO 77(1)/2018 dated January 298201

3 Inserted vide SRO 77(1)/2018 dated January 298201

% Substituted for the word “on” vide SRO 77(1)/20d&ted January 29, 2018

% Deleted the words “or accredited representative® SRO 77(1)/2018 dated January 29, 2018
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compensation of senior management officers, empye f’ of the securities broker and
interest of the customers.

[Omitted]®

(6) The securities broker shall put in place amaecsm to resolve any conflict of
interest that may arise in the conduct of busimegstake all reasonable steps to resolve all
conflict of interests in an equitable manner.

(7) Where a securities broker has a material ésten a transaction to be entered
into with or for a customer, or a relationship whigives rise to a conflict of interest in
relation to such a transaction, the securities dargkall not knowingly either advise, or deal
in the exercise of discretion, in relation to thrahsaction unless the securities broker has, —

(@ disclosed that material interest or relatiopslas the case may be, to the
customer; or

(b) taken reasonable steps to ensure that neittfeenmaterial interest nor the
relationship adversely affects the interests ofctiitomer.

(8) The securities broker shall make appropridigclosure to customers of
possible source or potential areas of conflict rieliest which could impair its ability to
render fair, objective and unbiased service.

(9) In case of any breach of policies by its esgpes[ I°, the securities broker
shall promptly investigate, and take appropriateoacagainst the persons responsible.

15. Confidentiality.- (1) Thesecurities broker must have in place proper systems
and controls along with clearly documented poli@ad procedures reasonably designed, for
ensuring confidentiality of information in relatioa its business as a securities broker.

2 The securities broker must establish ‘Chinesdls’ including policies and
physical apparatus designed to prevent the impropenintended dissemination of market
sensitive information from one division or departi® another.

3) The securities broker must establish polieied procedures, reasonable under
the circumstances, to ensure that individuals ntpgitoprietary investment decisions are not
trading on the basis of material non-public infotima obtained from another departments or
units of the securities broker.

(4) The securities broker and its employees*f shall neither profit nor seek to
profit from confidential information, nor provideush information to anyone with the
objective of making profit for itself or for its stomers.

5) The securities broker and its employees'} shall refrain from trading on the
basis of confidential information, and its employde I** shall not reveal such information
outside the company.

3" Deleted the words “and accredited representativiel®’ SRO 77(1)/2018 dated January 29, 2018

% Deleted the words “(5) The securities broker Istisclose the names of such persons to its customio
are working as its accredited representatives.e\BRO 77(1)/2018 dated January 29, 2018

% Deleted the words “and accredited representativie®' SRO 77(1)/2018 dated January 29, 2018

“0 Deleted the words “and accredited representativie®' SRO 77(1)/2018 dated January 29, 2018

I Deleted the words “and accredited representativiet®’ SRO 77(1)/2018 dated January 29, 2018

“2 Deleted the words “and accredited representativie®' SRO 77(1)/2018 dated January 29, 2018

16



(6)

The securities broker and its employee$shall not disclose or discuss with

any other person other than normal course of basine make improper use of the details of
investments of customers and other informationoofficential nature of a customer.

[16.

Duties and obligations of a securities broker.(1) In addition to the

requirements provided under the Act and the FutAetsand any other rules or regulations
made thereunder, a securities broker shall:

(@)

(b)

(€)

(d)

(e)

(f)
(9)

(h)

(i)

(),

(k)

U

ensure fair treatment of its customers, notraisinate amongst them, and
treat customers instructions and orders in due turn

prominently display the licence granted by @@mmission at a conspicuous
place at its premises;

exercise due care and diligence while handlingsubstantiated market
information or non-public price sensitive infornuatj

take reasonable steps to ensure that any agrgemritten communication,

notification or information that such securitiesoker gives or sends to
customers to whom the services are to be provideate being provided is

presented fairly and clearly and adequate detadarding the services to be
provided by the securities broker are covered there

ensure that it has adequate infrastructuralesys with reliable back up
procedures;

abide by the Corporate Governance Code providédhnexure D;

ensure compliance with all legal and regulategyuirements applicable to the
conduct of its business activities so as to prontbe best interests of
customers and the integrity of the securities naake/or futures market;

remain in compliance with the licensing reqments at all times and inform
the Commission immediately when it is non-compliaith any of the said
requirements;

establish an internal code of practice, aime@rssuring that members of its
board of directors, employees act in accordanch thi¢ best interests of its
customers, the integrity of the market and areomgiance of the Act and the
Futures Act, these regulations and any other agipkc laws, notifications,

guidelines, directives and circulars etc.;

frame policies and procedures to ensure compéawith the regulatory
requirements governing prohibition of insider degland market abuse;

ensure that Know Your Customer and Customer Dileggence is being
conducted properly in accordance with the relevames, regulations,
notifications, guidelines, directives and circulaetc. issued by the
Commission and/or the securities exchange from toriene;

ensure that the credit worthiness of its cusimis evaluated through a proper
credit risk assessment methodology and tradingtdirare assigned to each
customer beyond which the customer shall not lmevaldl to take a position;

3 Deleted the words “and accredited representativie®' SRO 77(1)/2018 dated January 29, 2018
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(m)

(n)

(0)

(p)

(@)

(2)
(@)

(b)

(€)

(d)

(e)

(f)

(9)

(h)

ensure that its sponsors, directors and empkyexercise due care and
responsibility while interacting with the media,damaking any statement
regarding any regulatory authority, the securitiegket and/or futures market
or any participant thereof on any forum/channel;

maintain membership of an association of séesrbrokers which is approved
by the Commission and abide by the code of condpetified by such
association at all times;

inculcate a culture of compliance of the retada requirements through
ongoing education and training of its directors, ptayees; specify and
enforce any appropriate sanctions for breach hgiiextors, employees of any
policies and procedures regarding market condudéter such practices; and

ensure accuracy and completeness of the int@mmsahared or submitted by it
to the clearing house, central depository, seesrigixchange, Commission and
any other forum.

maintain a functional and accessible websitpeisequirements prescribed by
the Commission and submit quarterly compliance ntepm the securities
exchange.

A securities broker shall not:

in any way contribute to manipulating the dech&or or supply of securities
in the market or to influence prices of securiies futures contracts based on
securities, or indulge in any action that can detfaom transparent and
standard pricing on the securities markets anditorés market;

encourage sale or purchase of securities amarefi contracts based on
securities on account of a customer with the sdipative of generating
commission or any other financial benefit for teewities broker or any of its
employees;

have an incentive structure that encouragefindem securities and futures
contracts based on securities not suiting thepiskile of its customers;

maintain anonymous accounts or accounts tiead@ened or maintained in the
name of fictitious persons;

deal in securities and futures contracts baseskecurities while in possession
of material non-public information;

deal or transact business directly or indingatr execute an order for a
customer where the name of such customer is apgeam the list of
delinquent customers maintained by the securitiebange;

operate and have any branch without regismatid the same with the
securities exchange and after fulfilling all otlagplicable requirements;

engage in manipulative or deceptive conducror other form of misconduct
which would give other users of the securities raadnd/or futures market a
false or misleading impression as to the prevailmagrket conditions,
including but not limited to price, supply or derdan

spread rumors or disseminate false or mislegatiformation;
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() engage in any investment transactions and idesvthat would result in
manipulation of prices;

(k) accept any money from a customer or anothesgueron a promise of
predetermined or guaranteed return; and

(ka) accept any money or deposit or borrowing lhatsoever name called and in
whatsoever manner from any person including aividwalal or any segment
of public or directors and sponsors of a securitiesker except in the
following manner: -

0] redeemable capital issued by a securities dro&r under the
Companies Act;

(i) finance obtained by a securities broker frarfinancial institution;

(i)  advance, application or subscription money $bares of a securities
broker

(iv)  subordinated loans from directors, sponsorsutrstantial shareholders
of a securities broker subject to the conditionsnay be imposed by
the Commission from time to time;

)] appoint an auditor who is an associate of iteador or a senior management
officer.

(m)  Engage in any arrangement with a person agéikest fee or commission in
relation to introducing or facilitating a customéor trading through the
securities broker operate from any office/locatmther than the registered
office of the securities broker and branch officketloe securities broker
registered with the securities exchange under Braffice Regulations of the
securities exchange; and

(n) provide Access to the trading terminals ottiam its authorized employees
and customers.

(3) A securities broker shall put in place, appiate policies and procedures
which govern trading or investment in securitied/an futures contracts based on securities
by its employees, their spouses and dependentrehjlcand such policies shall at the
minimum cover following requirements/principles:

(@ disclosure by its employee of any processioor @pen position in securities
and/or futures contracts based on securities toyheir, his/her spouse and /or
dependent children along with details of their arts with a securities broker
and such information shall be reported to the canpé officer of the
securities broker;

(b) prior written approval for trading by its empées for their own personal
accounts or on behalf of their spouses and/or akperchildren;

(c) approval or rejection of an application seekimgding or investment in
securities and/or futures contracts based on sE=uby its employees;

(d) periodic disclosure of securities and/or positin futures contracts based on
securities held by its employees and their spoasdsdependent children, and
reporting of actual transactions, including volurdate and price, in a timely
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manner;

(e) restriction on employees from deriving any b personal advantage from
information which is generally not available andievhis obtained by reason
of or in the course of their employment with thews#ties broker;

) prescribing a minimum holding period and dis@ming frequent short-term
trading or trading for speculative purposes;

(9) prescribing trading windows and blackout pesidd restrict the misuse of
confidential information; and

(h) compliance of employees with the requirememtscsied by the securities
exchange and the code of conduct specified by doeirgies exchange in
relation to the trading by employees of a secuwitiker.

4) A securities broker shall not trade througlotaer securities broker of the
same securities exchange on its own account ocaouat of its customers.

(5) Chief executive of the securities broker ang/Her immediate family
members can only trade through the securities bnakéch the chief executive is associated
with in the said capacity.

(6) A securities broker shall formulate policiesdaake reasonable measures to
restrict its employees, including employees senasgdirectors on its board, from trading
through another securities broker of the same ge=uexchange.

(7) Shareholders and other directors of a seesritiroker shall be allowed to
trade through another securities broker of the saewmurities exchange subject to the
condition that the substantial shareholders and dieectors fulfill the following
requirements-

(@) a one-time prior written approval is obtainedni the securities broker of
which such person is a director or substantial efi@der and the said
approval shall also be submitted to the securgiehange; and

(b) where any such director or substantial shadsrobuys or sells securities
and/or futures contracts based on securities thr@ngpther securities broker
of the same securities exchange, he/she shallynotifriting on the same day
the following information to the company secretafythe securities broker of
which he/she is a director or a substantial shaddeno

0] name of the securities broker through which titasaction is carried
out;

(i) reason(s) for trading through another secesitoroker;
(i)  following details of the transaction-
(A) the date of transaction;
(B) the price at which the transaction is executed;
(C)  type of security or instrument traded

(D) number of securities or futures contracts fecusities /units
traded,;
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(E) form of security i.e., physical or book-entorih in the central
depository system;

(F) nature of transaction i.e., on-exchange or eaffhange
transaction;

(iv)  such director or the substantial shareholdedlsalso deliver a written
record, along with a copy of the contract note essly another
securities broker, of the details mentioned undérdause (iii) to the
company secretary within two days of effectingtila@saction; and

(v) the company secretary shall immediately forwatde above
information to the securities exchange.

(8) A securities broker shall ensure that it hespprly designed internal control
policies and framework which are duly approved pedodically reviewed by its board of
directors and the same shall be widely disseminfatecdompliance by all employees.

(9) The internal control policies and framework e designed under sub-
regulation (8), shall inter alia stipulate the éoling:

(@ ensure that clear lines of responsibility, adtli and tasks are adequately
assigned to its employees;

(b) ensure appropriate segregation of duties dodnration barriers between own
account or proprietary trading and customer dedlingtions;

(c) ensure employment of sufficient human resowheh is adequately trained
to efficiently perform its functions;

(d) ensure that channels of communications are golppdocumented and
monitored regularly and effectively, including dooentation of logs of e-
mails and other inter-office communications;

(e) put in place effective and operationally indegent internal audit and
compliance functions having appropriately trainad aompetent staff;

) ensure that a periodic or annual review of thirnal control system and
assessment of overall level of compliance of tloeisges broker is carried out
by the internal audit function, which reports dthedo the board of directors
or its audit committee;

(9) ensure implementation of a trade review prooedreasonably designed to
identify trades that may violate the provisionstloé Act and/or the Futures
Act and any rules and regulations made thereuaaher;

(h) provide for periodic inspections of branch off of the securities broker and
supervision of business activities of such branches

(10) A securities broker shall establish and imp@#at a contingency plan to ensure
continuity of its operations in the event of a disa or crisis. Such contingency plan shall at
the minimum cover the following requirements/prpies-

(@) offsite backup of key records, systems andrmétion and mechanism for
recovery;

(b) alternate ways of communications with customensployees and regulators;
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(c) details of alternate service providers in cafsgisaster;

(d) details of availability of necessary redundasct including infrastructural
redundancies as well as operational and humanatagitd

(e) testing of the contingency plan on regular $asiany other interval as may be
specified by the Commission.

(11) A securities broker shall not, unless it ciegpwith the applicable framework
for research analysts make a recommendation regpmlirchase or sale of any particular
security or taking position in any futures contrhesed on securities of any company, or
publish, circulate or distribute any advertisemghich represents, directly or indirectly, that
any graph, chart, formula or other device set oueferred to in the advertisement:

(@ can be used to determine which securities yoobsell, or when to buy or sell
them or which position to enter in to a futurestcact based on securities or
when to enter into such a position; or

(b) can be used to determine what transaction ter;eor

(c) will assist any person in deciding which setesi and/or futures contracts
based on securities to buy or sell, or when todrusell them.

(12) A securities broker licensed under thesalegmpns shall ensure:

(@) compliance with customers’ assets segregatguirements as specified by
the securities exchange or the Commission from tortene;

(b) submission of returns and statements in relaiosegregation of customers’
assets including reconciliations of customer assetsuch frequency and on
such formats as may be required by the securitehamge and/or the
Commission from time to time;

(c) periodic audit of the statements, returns awmciliations of customer assets
as per the requirements of securities exchange three manner specified by
the Commission from time to time;

(d) that necessary steps are taken to keep itsassats under custody within the
threshold specified by the central depository @ @ommission from time to
time;

(e) that the compliance officer appointed or desigd by the securities broker
regularly monitors the customer assets, movemedmgsein, and prepares
reconciliations as required in clauses (b) and Ifc)case any discrepancy is
observed or any instance of unauthorized use ofomes assets or any
violation of law with respect to segregation andekeeping of customer
assets is observed the same must be reported sechéties broker for taking
immediate remedial action. In case the securitiekdy fails to rectify the
position within three business days, the matterughdoe reported to the
Commission and the securities exchange by the ¢angd officer;

) that in case where the allowed quantum of asgetler custody exceeds such
threshold as may be specified by the Commissiom ftome to time, the
securities broker shall appoint a whole-time coampte officer;

(9) establishment of systems and controls for rag@iimg accurate and up-to-date

22



records of customers’ asset holdings including rimftion specifying the
amount, location, and ownership status of custamsets. The records should
be maintained in a way that appropriately distisbas the customer assets
account of one customer of the securities brokemfthe customer assets
account of another customer of the securities brakd from the assets of the
securities broker itself;

(h) its systems and controls should provide foonediations on a regular basis,
consistent with the volume of activity in the acotsy between internal
accounts and records in relation to the customsgtasnd those of any third
party with whom such customer assets are held; and

0] that an internal audit function, headed by aidated or designated head of
internal audit possessing relevant qualificatiod arperience, is put in place.

(13) In addition to meeting the conditions in #esgulations, the securities broker
licensed under these regulations shall comply witth other conditions as may be imposed
by the Commissiorif

4 Substituted for the words “16.  Duties and obligasi of a securities broker.- (1) In addition te th
requirements provided under the Act and any othkrsror regulations made thereunder, a securitiekeb
shall:

(a) ensure fair treatment of its customers, natrifiinate amongst them, and treat customers insng
and orders in due turn;

(b) prominently display the licence granted by @@nmission;

(©) exercise due care and diligence while handlingubstantiated market information or non-publicer
sensitive information;
(d) take reasonable steps to ensure that any agrégwritten communication, notification or infortizn

that such securities broker gives or sends to meste® to whom the services are to be provided obaneg
provided is presented fairly and clearly and adexjdetails regarding the services to be providedhzy
securities broker are covered therein;

(e) ensure that it has adequate infrastructuraésys with reliable back up procedures;

) abide by the Corporate Governance Code providekhnexure D;

(9) ensure compliance with all legal and regulat@gyuirements applicable to the conduct of its mess
activities so as to promote the best interestaisfaners and the integrity of the securities market

(h) remain in compliance with the licensing reqmiemts at all times and inform the Commission
immediately when it is non-compliant with any oétbkaid requirements;

0] establish an internal code of practice, aimeédeasuring that members of the board, directors,

employees and accredited representatives act or@danace with the best interests of its customéesjrtegrity
of the market and are in compliance of the Actséhesgulations and any other applicable laws, doeg
directives, circulars etc.;

0] frame policies and procedures to ensure compéawith the regulatory requirements governing
prohibition of insider dealing and market abuse;
(k) ensure that Know Your Customer and Customer Duigence is being conducted properly in

accordance with the relevant regulations/guideloiesilars etc. issued by the Commission and/ostwirities
exchange from time to time;

0] ensure that the credit worthiness of its custmsris evaluated through a proper credit risk assest
methodology and trading limits are assigned to eardtomer beyond which the customer shall not luevatl

to take a position;

(m) ensure that its sponsors, directors, accrediégpdesentatives and employees exercise due care an
responsibility while interacting with the media,damaking any statement regarding any regulatoriaiy,

the securities market or any participant thereo&ion forum/channel;

(n) maintain membership of an association of séesrbrokers which is approved by the Commissiah an
abide by the code of conduct specified by suchdason at all times;
(o) inculcate a culture of compliance of the retpa requirements through ongoing education and

training of its directors, employees and accrediggmiesentatives; specify and enforce any appr@psi@nctions
for breach by its directors, employees and acadditpresentatives of any policies and procedwearding
market conduct to deter such practices; and
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p) ensure accuracy and completeness of the intamahared or submitted by it to the clearing feus
central depository, securities exchange, Commisaiwhany other forum.

2) A securities broker shall not:

(a) in any way contribute to manipulating the dechdor or supply of securities in the market or to
influence prices of securities, or indulge in anji@n that can detract from transparent and stahgecing on
the securities markets;

(b) encourage sale or purchase of securities couatof a customer with the sole objective of gatirg
commission or any other financial benefit;

(c) have an incentive structure that encouragesindea securities not suiting the risk profile @6
customers;

(d) maintain anonymous accounts or accounts thtatopened or maintained in the name of fictitious
persons;

(e) deal in securities while in possession of niat@on-public information;

) deal or transact business directly or indingeat execute an order for a customer where the nafme
such customer is appearing on the list of delingaastomers maintained by the securities exchange;

(9) operate and have any branch without registatibthe same with the securities exchange and afte
fulfilling all other applicable requirements;

(h) engage in manipulative or deceptive conducrgr other form of misconduct which would give other

users of the securities market a false or mislepitipression as to the prevailing market conditiognsluding
but not limited to price, supply or demand,;

0] spread rumors or disseminate false or mislegadiformation;

0] engage in any investment transactions and iiesvthat would result in manipulation of prices;

(k) accept any money from a customer on a pronfipeenletermined or guaranteed return; and

0] appoint an auditor who is an associate of itsalor or a senior management officer.

3) A securities broker shall put in place, appiate policies and procedures which govern trading

investment in securities by its employees, acceddiepresentatives, their spouses and dependéatechiand
such policies shall at the minimum cover followiggjuirements/principles:

(@) disclosure by its employee and accreditedesspitative of any securities held by him/her, leis/h
spouse and /or dependent children along with detfil their accounts with a securities broker andhsu
information shall be reported to the complianceceif of the securities broker;

(b) prior written approval for trading by its empées and accredited representatives for their own
personal accounts or on behalf of their spousef®adépendent children;

(c) approval or rejection of an application seekiragling or investment in securities by its empks/and
accredited representatives;

(d) periodic disclosure of securities held by itsptoyees and accredited representatives and {heirses
and dependent children, and reporting of actuaisaetions, including volume, date and price, intiaely
manner;

(e) restriction on employees and accredited reptatees from deriving any benefit or personal
advantage from information which is generally natitable and which is obtained by reason of ohim ¢ourse
of their employment with the securities broker;

) prescribing a minimum holding period and dis@mging frequent short-term trading or trading for
speculative purposes;

(9) prescribing trading windows and blackout pesidd restrict the misuse of confidential informatio
and

(h) compliance of employees and accredited reptageas with the requirements specified by the

securities exchange and the code of conduct spddify the securities exchange in relation to taditg by
employees and accredited representatives of aisesuaroker.

(4) A securities broker shall not trade througbther securities broker of the same securities amxgé on
its own account or on account of its customers.

(5) Chief executive of the securities broker argdher immediate family members can only trade ubfo
the securities broker which the chief executivasisociated with in the said capacity.

(6) A securities broker shall formulate policiexlaake reasonable measures to restrict its emgdoged
accredited representatives, including employeesrggias directors on its board, from trading thitowgnother
securities broker of the same securities exchange.

@) Shareholders and other directors of a seesriiroker shall be allowed to trade through another
securities broker of the same securities exchaobga to the condition that the substantial shalddrs and
the directors fulfill the following requirements-

(a) a one-time prior written approval is obtainedni the securities broker of which such person is a
director or substantial shareholder and the sgidayal shall also be submitted to the securitieharge; and
(b) where any such director or substantial shadgrobuys or sells securities through another sgesiri

broker of the same securities exchange, he/shersitdl in writing on the same day the followingformation
to the company secretary of the securities brokarhich he/she is a director or a substantial dhalder-
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0] name of the securities broker through whichtta@saction is carried out;
(ii) reason(s) for trading through another secesitiroker;

(iin) following details of the transaction-

(A) the date of transaction;

(B) the price at which the transaction is executed,;

© type of security traded

(D) number of securities/contracts/units traded;

(E) form of security i.e., physical or book-entoyin in the central depository system;

(3] nature of transaction i.e., on-exchange oreaffhange transaction;

(iv) such director or the substantial shareholdelsalso deliver a written record, along with gmf the

contract note issued by another securities brakehe details mentioned under sub-clause (iijhe company
secretary within two days of effecting the trangagtand

V) the company secretary shall immediately forwtelabove information to the securities exchange.
(8) A securities broker shall ensure that it hegpprly designed internal control policies and feavork
which are duly approved and periodically reviewedits board of directors and the same shall be hyide
disseminated for compliance by all employees acdegited representatives.

9) The internal control policies and frameworklkte designed under sub-regulation (8), shall iater
stipulate the following:

(a) ensure that clear lines of responsibility, atitly and tasks are adequately assigned to its @rapk
and accredited representatives;

(b) ensure appropriate segregation of duties afwinmation barriers between own account or propneta
trading and customer dealing functions;

(c) ensure employment of sufficient human resowbeh is adequately trained to efficiently perfoits
functions;

(d) ensure that channels of communications are golppdocumented and monitored regularly and
effectively, including documentation of logs of eits and other inter-office communications;

(e) put in place effective and operationally indegent internal audit and compliance functions hgvin
appropriately trained and competent staff;

)] ensure that a periodic or annual review ofititernal control system and assessment of ovenadll lof
compliance of the securities broker is carried lmytthe internal audit function, which reports dthgdo the
board of directors or its audit committee;

(9) ensure implementation of a trade review proogedreasonably designed to identify trades that may
violate the provisions of the Act and any ruled aggulations made thereunder; and
(h) provide for periodic inspections of branch off$ of the securities broker and supervision ofriess

activities of such branches.

(10) A securities broker shall establish and impat a contingency plan to ensure continuity of its
operations in the event of a disaster or crisi¢hStontingency plan shall at the minimum cover ftiilwing
requirements/principles-

(a) offsite backup of key records, systems andrimédion and mechanism for recovery;

(b) alternate ways of communications with customezmployees, accredited representatives and
regulators;

(c) details of alternate service providers in cafsdisaster;

(d) details of availability of necessary redundasct including infrastructural redundancies as vasl|
operational and human capital; and

(e) testing of the contingency plan on regular asi

(12) A securities broker shall not, unless it ctiegpwith the applicable framework for researchlgsta
and securities adviser, as the case may be, me@mmendation regarding purchase or sale of articpiar
security of any company, or publish, circulate @stribute any advertisement which represents, tirear
indirectly, that any graph, chart, formula or otlewrice set out or referred to in the advertisement

(@) can be used to determine which securities yodosell, or when to buy or sell them; or
(b) can be used to determine what transaction tereor
(c) will assist any person in deciding which setessito buy or sell, or when to buy or sell them.

(12) A securities broker licensed under the Twgdand Self-Clearing category or Trading and Cregri
category shall ensure:

(a) compliance with customers’ assets segregaéiquirements as specified by the securities exchange
the Commission from time to time;
(b) submission of returns and statements in relatio segregation of customers’ assets including

reconciliations of customer assets on such frequand on such formats as may be required by therites
exchange and/or the Commission from time to time;

(c) periodic audit of the statements, returns awbmciliations of customer assets as per the reqpeints
of securities exchange or in the manner specifiethe Commission from time to time;
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17. Establishment of relationship with customer.{1) A securities broker shall
not commence business with a customer [includiragpiance of cash and securities from
it} * unless it has entered into an agreement with tiseomer, obtained acknowledgment of
risk disclosure document, opened an account irctiseomer’'s name and completed all other
requirements as may be specified by the secugtiebange, clearing house [affdjentral
depository.

2) A securities broker shall take reasonable sstepensure that the identity,
address and contact details of its customers ayerkiand verified.

(3) A securities broker shall ensure that the imi@tion contained in the account
opening form is updated, complete and correct dral £nsure that the mobile number
and/or the email address of the customer is regidt@ the central depository’s and clearing
company’s record as per the regulations of therakdepository and the clearing company.

(4) A securities broker shall ensure maintenan€eomly true and correct
information/particulars of its customers in theteys and its records, and shall not change
any detail provided by the customer in the offidatuments/records without prior approval
of the customer and shall keep the record of shelmges along with necessary documentary
evidence.

5) A securities broker shall hold in possessiopies of documentation regarding
the identity of customer and the identity of angressentative of the customer.

(6) A securities broker must take reasonable camvaluating that the customer
has sufficient financial resources to settle thegactions the customer wishes to enter into.

18. Customers’ rights.- (1) A securities broker shall not, in any written
communication or agreement, seek to exclude orcest

(d) that necessary steps are taken to keep ilsasgats under custody within the threshold spatifiy the
central depository or the Commission from timeinoet

(e) that the compliance officer appointed or desigd by the securities broker regularly monitors th
customer assets, movements therein, and prepamscikations as required in clauses (b) and t)cdse any
discrepancy is observed or any instance of unaizttbruse of customer assets or any violation of \\dti
respect to segregation and safekeeping of custassets is observed the same must be reported sechéties
broker for taking immediate remedial action. Inecde securities broker fails to rectify the pasitiwithin
three business days, the matter should be reptotede Commission and the securities exchange by th
compliance officer;

)] that in case where the allowed quantum of assetler custody exceeds such threshold as may be
specified by the Commission from time to time, gezurities broker shall appoint a whole-time compte
officer;

(9) establishment of systems and controls for maaiitig accurate and up-to-date records of custdmers
asset holdings including information specifying #maount, location, and ownership status of custcessets.
The records should be maintained in a way that@piately distinguishes the customer assets acaufuohe
customer of the securities broker from the custoassets account of another customer of the sexsihitioker
and from the assets of the securities broker jtself

(h) its systems and controls should provide foronediations on a regular basis, consistent with th
volume of activity in the accounts, between intéatounts and records in relation to the custoassets and
those of any third party with whom such customeetsare held; and

0] that an internal audit function, headed by didated or designated head of internal audit pec#sgs
relevant qualification and experience, is put iacgl.
(13) In addition to meeting the conditions in the®gulations, the securities broker licensed urider

Trading and Clearing category shall comply withtsother conditions as may be imposed by the Cononiss
Vide SRO 77(1)/2018 dated January 29, 2018

“5 Inserted vide SRO 77(1)/2018 dated January 298201

“6 Substituted for the words “or a” vide SRO 77(I)180ated January 29, 2018
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(@ any duty or liability to a customer which sumkstomer has under any law or
under any regulations made by the Commission;

(b) any other duty to act with skill, care and giihce that is owed to a customer
in connection with the provision of service as eusiies broker; and

(c) any liability owed to a customer for failureagercise the degree of skill, care
and diligence that may reasonably be expectedeosditurities broker in the
provision of [theirf’ service[ °.

(2) A purported exclusion or restriction prohibitied this regulation shall be void
and of no effect.

19. Execution of customer orders.{1) A securities broker shall not deal in
securities [and/or futures contracts based on is]t’ on account of a customer without
instructions of such customer.

(2 A securities broker shall take reasonable mressto execute the orders placed
by the customers on the most advantageous termex@editiously as practical in the
prevailing market conditions and a securities braitsall ensure that the use of negotiated
deals market is properly justified.

3 A securities broker shall always give priotityoutstanding customer orders.

(4) All orders to buy or sell securities [and/antures contracts based on
securities]” which a securities broker may receive shall beeredt, in the chronological
order, in a register to be maintained in a formolitshows the name, trading code and UIN
of the person who placed the order, the name ambau of the securities [and/or futures
contracts based on securitisfo be bought or sold, the nature of the transaciind the
limitation, if any, as to the price of the secwsti [and/or futures contracts based on
securities]’ or the period for which the order is to be valid.

5) The chronological register to be maintainedarnsub-regulation (4) may be
maintained in electronic form including the logsgeated from the system and telephone
recording.

20. Order recording.- (1) A securities broker shall ensure that atless placed
by customers through telephone are recorded ovbcated telephone lines and ensure that:

(@ all telephone lines to be used by its employeds® who are responsible for
taking and confirming orders, executing contradtansferring funds, or
carrying out instructions incidental thereto, shak routed through a
centralized call recording system; and

(b) all lines of communication are regularly testd ensure ongoing proper
functioning.

(2) A securities broker shall ensure that all esdeceived in-person from visiting
customers are adequately recorded and acknowledgesnebtained from the customers.

" Substituted for the word “the” vide SRO 77(1)/20d&ed January 29, 2018

“8 Deleted the words “of a regulated securities égtivide SRO 77(1)/2018 dated January 29, 2018
9 Inserted vide SRO 77(1)/2018 dated January 298201

*0 Inserted vide SRO 77(1)/2018 dated January 298201

*! Inserted vide SRO 77(1)/2018 dated January 298201

°2 Inserted vide SRO 77(1)/2018 dated January 298201

%3 Deleted the words “and accredited representativie®' SRO 77(1)/2018 dated January 29, 2018
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(3) A securities broker shall ensure that it heeserved all records pertaining to
all orders received from customers in writing amtigh any other document, fax, email, or
through any other means.

21. Contract notes.- (1) A securities broker shall, in respect of eveoytract for
the purchase, sale or exchange of securities [aifidiores contracts based on securities]
entered into by such securities broker, not ldtantthe start of the next trading day after the
contract was entered into, make out a contract mosecordance with sub-regulations (2)
and (3) and deliver it to the customer through @afiadle mode of communication and such
securities broker shall retain proof of sendingdbetract notes to the customers.

2 The contract notes shall be numbered with usmiginning serial numbers.
3) The contract note shall state the nature ofrdmesaction and shall include:

(@ the name and licence number of the securitiekelb and the address of the
principal place at which it carries on its business

(b) the name and address of the customer alongowgtomer’s account number;
(c) the name of the securities exchange on whiehrdnsaction is made;

(d) the date on which the transaction is executez settlement date, the date the
contract note is made out and unique number ofdinéract note;

(e) the quantity and description of the securifgesl/or futures contracts based on
securities]® transacted:;

) the unit price and total consideration;
(9) type and market of the transaction;

(h) the amount of consideration payable under thetract or, in the case of
exchange of securities, sufficient particulars lvé securities exchanged to
identify them;

0] the rate or amount of the commission, ancillarlyarges, statutory and
regulatory levies charged or payable for the tratisa;

0) a statement stating that the transaction incibvetract note shall be subject to
the regulations of the securities exchange antifoclkearing house;

(k) name of the authorized person of the securitigsker, his/her telephone
number and email address.; and

)] such other information as may be specified iy Commission from time to
time.

4) A contract note may contain the particularsnodre than one transaction
which have been transacted during one market deglation to a customer.

22. Electronic contract notes.{1) A contract note that is issued by the securities
broker may be in electronic form subject to autkation by the customer in writing.

** Inserted vide SRO 77(1)/2018 dated January 298201
% Inserted vide SRO 77(1)/2018 dated January 298201
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(2) The electronic contract note shall be issuedhe customer on the email
address provided by such customer in writing and @dange in the email address must be
communicated by the customer to the securitiesdsrok writing under signature and such
securities broker must retain record of the same.

3 The acknowledgment of the email sent to thstaraer shall be retained by the
securities broker in soft and non-alterable form.

(4) The proof of delivery i.e., log report genextby the system at the time of
sending the contract notes shall be maintaineth&@gecurities broker.

(5) The log report shall also provide the detafithe contract notes that are not
delivered to the customer’s e-mails or are rejeoteobounced back.

(6) Wherever the electronic contract notes havé lbeen delivered to the
customer or have been rejected (bouncing of mail®, securities broker shall send a
physical contract note to the customer within threetine specified under regulation 21.

23. Segregation of customer money(1) Customer money shall not form part of
the assets of the securities broker for any purpms& shall not be available in any
circumstances for payment of any debt or liabityhe securities broker.

(2) A securities broker shall not use customer eyoior any purpose other than
as allowed under the Act [and/or the Futures Rcdr any rules or regulations made
thereunder.

(3) A securities broker who receives or holds cotomoney shall open one or
more designated bank accounts with a scheduled ipaRkkistan for such purpose and the
title of the account shall reflect the same.

4) A designated customer bank account shall bet kegregated from any
account holding money belonging to the securitieddr.

(5) A securities broker shall forthwith depositdard designated bank account for
the customers all customer money coming into tiear#igés broker’s hands from a customer.

(6) A securities broker shall keep records of:

(@ all amounts deposited into the designated tmcdount(s), specifying the
customers on whose behalf the amounts are heldhendates on which the
amounts were received;

(b) all payments from the designated bank accoyntfse dates of those
payments, and the names of the customers on wlebssflthe payments are
made; and

(c) such other particulars as may be specifiechbyGommission.

(7) No amount from customer bank account(s) dhelvithdrawn in cash and all
payments shall be made through cross cheques er lmtimking channels and where payment
is made through cross cheques, the securities bsbiedl keep copy of the cheques issued for
the purposes of record.

24.  Accounting for and use of customer money(d) A securities broker shall
properly account for customer money and ensure that

% Inserted vide SRO 77(1)/2018 dated January 298201
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(@) customer money is not mixed with other money;

(b) a securities broker can at all times calcutet@ much customer money stands
to the credit of each customer; and

(c) money belonging to one customer is not useamother customer.

(2) A securities broker shall not withdraw monegeaieed and deposited in the
designated bank account otherwise than for thegserpf, —

€) making a payment to a person entitled to theeyp

(b) meeting obligations emanating from dealing ectwities effected by the
securities broker on the instructions of a customer

(c) defraying brokerage and other charges or leviesrred in respect of dealing
in securities [and/or futures contracts based awriteesf’ effected by the
securities broker on the instructions of a customer

(d) making a payment that is otherwise authorizgthty.

25. Segregation of other customer assetgt) All customer assets (other than
customer money) held or received by a securitiexkdsr on account of a customer in
connection with any trading in securities [andfstufe contracts based on securifig¢shall
be segregated and separately accounted for.

(2) A securities broker shall at all times keeptshooks as is necessary:
(@) to show all handling of a customer’s assethiding relevant dates; and

(b) to distinguish such customer assets held aived by it on account of each
separate customer and to distinguish such custassats from its own assets
and other assets held or received by the seculitier.

(3) A securities broker licensed under [these lamnsP® shall maintain a
separate sub-account under its participant acdoutite CDS for each of its customers to
maintain the custody of all securities belonginghte customer including margins deposited
by the customer.

4) A complete audit trail of the transactionstaging to customer’s assets is to
be maintained by the securities broker.

26. Periodic reporting to the customer.-(1) A securities broker shall, on
quarterly basis or on any other periodic basis ag be specified by the securities exchange
and/or the Commission, furnish to the customer ntspoontaining information regarding
handling of securities], futures contracts basegamurities]’, receipts and payments and the
holding balances of customer’s assets.

(2 A securities broker shall promptly provide & customer any report or
information pertaining to the account of such costo as and when requested by the

customer.

" Inserted vide SRO 77(1)/2018 dated January 298201

%8 Inserted vide SRO 77(1)/2018 dated January 298201

%9 Substituted for the words “the Trading and SekaZing category or Trading and Clearing categoigev
SRO 77(1)/2018 dated January 29, 2018

€ Inserted vide SRO 77(1)/2018 dated January 298201
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27. Customer Complaints.{1) A securities broker shall have internal procedures
to ensure the proper handling of complaints reckifrem customers and to ensure that
appropriate remedial action on those complaingsasnptly taken.

2 A securities broker shall take all reasonabkasures to redress customers’
grievances promptly but not later than thirty dayseceipt thereof and when called upon by
the Commission or the securities exchange or ahgrategulatory body to do so it shall
redress the grievances of customers within the speeified.

(3) A securities broker shall maintain records rdga customers’ grievances
received by it and redressal of such grievances.

(4) A securities broker shall at the end of eachrtgw submit information about
the number of customer grievances received, regllessid those remaining unresolved
beyond three months of the receipt to the secardichange along with the reasons thereof
for delay.

28. Proprietary trading.- (1) The proprietary trades of a securities brakell be
executed through designated terminals and by datgidrsystem operator(s).

(2) A securities broker shall formulate procedusesl controls for execution of
proprietary trades in terms of secrecy and premgrtiading ahead of outstanding orders of
customers, and shall identify the persons who ahosized to operate the proprietary
trading account.

29.  Appointment and functions of Compliance Officer- (1) A securities broker
shall, as applicable, either designate or appomtae-time compliance officer, fulfilling the
fit and proper criteria specified in these regulas and responsible for monitoring
compliance of the securities broker with the afgtlle regulatory regime.

[(2) The compliance officer shall also be respolesibr ensuring compliance with
and performing functions pertaining to the segriegaind safekeeping of customer assts.]

3 The compliance officer shall immediately repamy non-compliance with any
requirement to the securities broker and the seesiforoker shall immediately take steps to
ensure compliance with the regulatory regime.

(4) Where the securities broker fails to take stepsequired under sub-regulation
(3) the compliance officer shall immediately inforthe securities exchange and the
Commission of the non-compliance by the securlireger.

(5) The compliance officer shall prepare monthlynptiance reports which shall
be submitted to the board of directors of the saearbroker.

30. Short selling by a securities broker.{1) A securities broker may short sell
securities for its own account or for the custormexounts, in accordance with these
regulations and the conditions specified by theisges exchange.

(2) A securities broker engaging in short sellimgnsaction on account of a
customer shall ensure that such customer is awate gisks involved and has the financial
capacity to assume such risks.

®1 Substituted for the words “(2)  In case of a sitiesr broker licensed under the Trading and Sedfa@hg
or Trading and Clearing categories, the compliasffieer shall also be responsible for ensuring clieamge
with and performing functions pertaining to the reggtion and safekeeping of customer assets a#fisfden
clause (e) of sub-regulation (12) of regulatior’ Méde SRO 77(1)/2018 dated January 29, 2018
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(3) A securities broker shall establish internaidglines for short selling prior to
conducting short selling transactions providingréire procedures for the supervision and
monitoring of short selling activities by the satias broker, to ensure compliance with these
regulations and conditions specified by the seiegriéxchange.

(4) Short sale will only be permissible on uptakzero-plus tick:

Provided that short sale may be allowed withouticko or zero-plus tick up to
the following extent:

(@ a UIN will be allowed to make short sale to theaximum extent of 2% of
average daily turnover of the respective secufifgrevious one month;

(b) a securities broker for all its proprietary andstomer positions will be
allowed to make short sale to the maximum exterd%f of average daily
turnover of the respective security in the previons month;

(c) all securities brokers on cumulative basis Wdlallowed to make short sale to
the maximum extent of 40% of average daily turnowérthe respective
security in the previous one month:

Provided that the provisions of the first provis@al not be available in the
following cases:

0] when the price of a security declines up %2 .from the closing price
of the previous day, the exemptions shall not bailable for the
remainder of the day;

(i) when lower circuit breaker, becomes applieabh the closing price of
a security, the exemptions shall not be availalole the next two
working days;

(i) when lower circuit breaker, becomes appli@abh the closing price of
a security consecutively for five working days, teeemptions shall
not be available for next fifteen working days atftiee fifth working
day.

(5) No securities broker shall make a blank séleeefor its own account or for
the customers’ accounts.

31. Restrictions on Short Selling.{1) Where the price of a security on a trading
platform has fallen significantly during a singtading day in relation to the closing price of
that security on that trading platform on the poers trading day, the Commission may
prohibit or restrict securities brokers from engagin short selling in that security.

(2) A securities broker must declare short saledewmplacing the order in the
trading system in the manner and procedure as magpécified by the securities exchange
from time to time. The securities exchange, shatldse the cumulative figures of short
sales for public consumption at the close of marmketry day in accordance with its
procedures.

Chapter IV
ACCOUNTING AND AUDIT
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32. General.- (1) The obligations and duties of a securities bralnder these
regulations with respect to audit and accountsimaraddition to the requirements of the
[Companies Acff, the rules and regulations made thereunder anddaegtives issued
thereunder.

2 A securities broker may prepare financial estants on trade date or
settlement date basis and accordingly accounhtmme, assets and liabilities:

Provided that the securities broker shall discltise said basis in its financial
statements and shall not change the said basisgdaifinancial year.

33. Maintenance of books of accounts and other reats.- (1) A securities
broker shall keep accounting and other records lwhfall sufficiently explain its business
and transactions entered into (whether effectedsoown behalf or on behalf of customers)
and the financial position of the securities brokerd shall be such as to:

(€)) disclose with accuracy the financial positibthat time;

(b) enable the securities broker to prepare firsrgtatements at any time and
which comply with the requirements of law; and

(c) demonstrate whether the securities broker isntaiaing in its regulated
securities activity has adequate financial resairt® meet its business
commitments.

(2) A securities broker shall ensure that all akd records with respect to
accounting and audit under these regulations adatad in a timely manner.

(3) A securities broker shall ensure thaformation which is required to be
recorded under the Act [and/or the Futures Bahd these regulations shall be recorded in
such a way as to enable a particular transactidre tmlentified at any time and traced from
initiation of the order to final settlement.

(4) All records required to be maintained under Attt [and/or the Futures Af]
and these regulations including records maintaimeélectronic form shall be recorded,
arranged, filed, indexed and cross-referenced 0 permit prompt access to any particular
record.

(5) A securities broker shall prepare and maintaaonks of accounts and other
documents in a manner that will disclose a trueusate and up-to-date position of business,
including but not limited to:-

(@ record of all assets and liabilities of the uséies broker including any
commitments or contingent liabilities;

(b) journal (or other comparable record), cash baokli any other books of
original entry, forming the basis of entries intayaledger, the books of
original entry which contain a daily record of atders for purchase or sale of
securities [and/or futures contracts based on &&=}, all purchases and
sales of securities, all receipts and deliverieseafurities and all other debits
and credits;

62 Substituted for the word “Ordinance” vide SRO J/2018 dated January 29, 2018
% Inserted vide SRO 77(1)/2018 dated January 298201
® Inserted vide SRO 77(1)/2018 dated January 298201
® Inserted vide SRO 77(1)/2018 dated January 298201
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(€)

ledgers (or other comparable records) reflgctasset, liability, reserve,
capital, income and expense accounts;

(d) ledgers (or other comparable records) reflgctsecurities in transfer,
securities borrowed and securities loaned and siesupought or sold;

(e) record of all balance of all ledger accounttheaform of trial balances;

) daily entries of all customer money which ispdsited into or out of a
designated bank account, where applicable;

(9) record of transactions with the banks and tigregate balances on designated
bank accounts;

(h) contract books showing details of all contraetsered into by the securities
broker;

0] documents relating to opening of trading acdoah a customer with the
securities broker;

() documents relating to opening of the sub-actairthe customers with the
central depository, where applicable;

(k) documents of sub-account holders as per remenés of the central
depository, where applicable;

)] record of individual customers balances statimgname of each customer and
the amount held or received for that customer;

(m) record of the time, date and complete partrsutd instructions received from
and trades executed for customers;

(n) counterfoils or copies of the contract notssied to the customers;

(0) margin deposit book;

[Omitted[®

)] record of pledging or arranging for the pledgof any security carried for the
account of any customer, where applicable;

(s) record of extension or maintenance of credaroanging for the extension or
maintenance of credit to the customers for the gaepof purchasing or
carrying any securities;

® record of borrowings on any securities or lexgdor arranging for the lending
of any securities carried for the account of thetamer;

(u) daily record of all purchases and sales of is&es [and/or futures contacts

based on securiti€d]by the securities broker distinguishing those \hige
made by the securities broker on his own accoudtthose which are made
by him on behalf of others;

% Deleted the words “(p) registers of accounts afedited representatives;

()] an agreement with an accredited representagieeifying the scope of authority and responsiegiof
the securities broker and accredited representatiide SRO 77(1)/2018 dated January 29, 2018

" Inserted vide SRO 77(1)/2018 dated January 298201
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(v)

(w)
(6)

record of establishment of branch offices witbi outside the premises of the
securities exchange with the following informatioamely:-

i location of the branch offices;
il. intimation to the securities exchange of suffices;
iii. details of trading terminals installed at theanch offices;

iv. status of the person authorized to manage rtuech office;

V. proof of business being done at the branch efiicthe name of the
securities broker;

[Omittedf®

vii.  proof of maintenance of the branch officeshkaccounts in the name
of the securities broker;

viii.  proof of proper maintenance of accounts @& tustomers at the branch
offices; and

iX. any other documents and records required tamlaéntained under

regulations made by the securities exchange; and
all customer related record.

A securities broker shall intimate to the géms exchange and the

Commission the place where the books of accoustsrds and documents are maintained.

(7)
(i)

(ii)

34.

A securities broker shall maintain separatekisaf accounts for:

money received from or on account of and mopaid to or on account of
each of its customer; and

the money received and the money paid on auritées broker [ §° or an
associated person's own account.

Preparation and submission of financial statermds.- (1) A securities

broker shall prepare financial statements for eqedrter, half year and for each financial
year. The financial statements of the securitiedkdar shall be prepared in compliance with
the requirements of the [Companies Att]ncluding conformity with the accounting

standards as directed by the Commission.

(2)
(@)

(b)

A securities broker must also disclose itirtancial statements the following-

customer assets held in the designated bankuatcor in the central
depository system;

total value of pledged securities with finalciinstitutions indicating
separately securities belonging to customers;

®8 Deleted the words “vi. authority given to the alited representative to perform all acts on bebfithe
securities broker;” vide SRO 77(1)/2018 dated Janp28, 2018

% Deleted the words “, accredited representativae\BRO 77(1)/2018 dated January 29, 2018

0 Substituted for the word “Ordinance” vide SRO J/2018 dated January 29, 2018
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[Omitted]"
(d) income from dividends;

(e) pattern of shareholding, giving names of pessbolding more than 5%
shares;

)] all changes in shareholding above 5%;

(9) treatment of amount receivable from customemsidding aging analysis
thereof]%

[Omitted]™

3) A securities broker shall submit, within foommonths after the end of each
financial year, its annual financial statementthtoCommission along with its audit report.

[35. Appointment of auditor and related matters.-(1) A securities broker shall
ensure that the auditor appointed has inter-akapibwers and duties specified under sub-
regulation 3 and-

(@) those powers and duties are set out in an enuzt letter;
(b) the engagement letter is signed by the seearitioker and the auditor; and
(c) the securities broker retains a copy of theagegent letter.

(2) A securities broker shall, within seven dagsve written notice to the
Commission of the appointment, removal or resigmatf an auditor.

3 The auditor appointed by a securities brokatl$ave the right to, —

@) access the accounting and other records o$ebarities broker and all other
documents relating to its business including theudwents the securities
broker is required to maintain under the Act ander Futures Act and these
regulations; and

(b) require from the securities broker such infaioraand explanations as the
auditor considers necessary for the performanciités.

(4) In preparing an audit report, the auditor kbatry out such investigations as
will enable him to form an opinion as to the matterquired by sub-regulation 5 to be stated
in the auditor’s report.

(5) The audit report shall state all the mattessage required to be stated in
accordance with the requirements of the CompanisaAd where applicable, must state
additionally an opinion as to whether the secwitiwoker was in compliance with the

" Deleted the words “(c) turnover during the periseparately showing turnover from proprietary ésd
retail customers and institutional customers;” \&RO 77(1)/2018 dated January 29, 2018

2 Inserted vide SRO 77(1)/2018 dated January 298201

3 Deleted the words “(h) aging analysis of amourg fitom customers;

0] in the case of amount receivable for more tfie@ (5) days provision should be made to the ebdgn
which the amount receivable exceeds the collatertal from such customer after applying haircuts;

(ii) in the case of collateral in the form of lidtshares, haircuts shall be applied on the basiéA&t as
notified by the securities exchange or clearingsegu

(i) in the case of collateral in the form of othgecurities, guidelines issued by the Commissiothe
securities exchange from time to time shall beofeéid.” Vide SRO 77(1)/2018 dated January 29, 2018
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requirements of section 78 of the Act and/or sec6@ of the Futures Act, and the relevant
requirement of these regulations as at the datehach the balance sheet was prepared.

(6) The auditor shall also make out a limited essce report of the securities
broker stating whether, during the period, the g&ea broker has, in all material respects:

(@ maintained systems and controls adequate émtifgd with reasonable
accuracy the assets held on behalf of customerdasimhguish such assets
from the proprietary assets of the securities broke

(b) implemented an adequate internal control systéem compliance function
commensurate with the size and nature of serviedemned by the securities
broker ; and

(c) established a compliance function which penfed its functions with
efficiency.

@) If the auditor is of the opinion that one oona of the requirements of sub-
regulation 5 have not been met, such opinion db&lstated in the report and the relevant
requirements which they have not been met shadpkeeified.

(8) Where an auditor resigns or is removed bystheurities broker, a notice to
that effect shall be sent to the Commission coirtgia statement signed by the auditor to the
effect that there are no circumstances connectéu g resignation or removal which the
auditor considers should be brought to the attardgidche Commission:

Provided that where the auditor is removed durhmjrttenure, the securities broker
shall appoint the auditor with prior approval o¢ tBommission’f

" Substituted for the words “35.  Appointment of adadiand related matters.- (1) A securities brokealls
ensure that the auditor appointed has inter-aéigptiwers and duties specified under sub-regul&iand-

(a) those powers and duties are set out in an engat letter;

(b) the engagement letter is signed by the seesrfiroker and the auditor; and

(c) the securities broker retains a copy of theagegent letter.

2) A securities broker shall, within seven dayise written notice to the Commission of the appmient,

removal or resignation of an auditor.

3) The auditor appointed by a securities brokadl$have the right to, —

(a) access the accounting and other records dseberities broker and all other documents relattinigs
business including the documents the securitiekergs required to maintain under the Act and these
regulations; and

(b) require from the securities broker such infaioraand explanations as the auditor considersssacg

for the performance of duties.

4) In preparing an audit report, the auditor kbafry out such investigations as will enable torform

an opinion as to the matters required by sub-reéignl® to be stated in the auditor’s report.

(5) The audit report shall state all the mattessage required to be stated in accordance with the
requirements of the Ordinance and where applicablest state additionally whether in the opiniontioé
auditor:

(@) the securities broker has maintained throughbetfinancial year systems adequate to enable the
auditor to identify with reasonable accuracy theeés held on behalf of customer and distinguisth sissets
from the proprietary assets of the securities bmoke

(b) the securities broker was in compliance with tequirements of section 78 of the Act and thevaait
requirement of these regulations as at the datehich the balance sheet was prepared,;

(c) an adequate internal control system and comgdidunction commensurate with the size and natfire
services performed by the securities broker wasamented during the period; and

(d) the compliance officer performed its functiavish efficiency during the year.

(6) If the auditor is of the opinion that one ooma of the requirements of sub-regulation 5 haviebeen

met, such opinion shall be stated in the reportthedelevant requirements which they have not meenshall
be specified.

37



36. Submission of information and returns- (1) The Commission may by
written notice require a securities broker to suhbimithe Commission such information or
periodic returns as it may require.

(2 In addition to any periodic returns requiredder sub-regulation (1), the
Commission may by written notice require securit@®ker, either generally or in a
particular case or class of cases, to submit toGbmmission such other information or
exceptional returns as it may require.

[37. Management rating- The securities brokers licenced under theselatigos
may obtain management rating on annual basis fronedit rating company licensed by the
Commission and disclose such rating at all timetheir websites and all advertisemenits.]

[38. Repeal and savings.{1) The Securities and Exchange Rules, 1971, the
Brokers and Agents Registration Rules, 2001, tlenbkrs Agents and Traders (Eligibility
Standards) Rules, 2001 and Stock Exchange Membwspettion of Books and Record)
Rules, 2001 hereinafter referred to as repeales iale hereby repealed.

(2 Anything done, actions taken, orders passeagistration granted, notifications
issued, proceedings initiated and instituted, protens filed, processes or communications
issued and powers conferred, assumed or exerciséldebCommission under the repealed
rules referred in sub-regulation (1), shall, oa ttoming into operation of these amended
regulations, be deemed to have been validly doslegn, passed, granted, issued, initiated or
instituted, filed, conferred, assumed and exercised every action, prosecution or
proceeding instituted and every order, directivetification, circular etc. issued by the
Commission shall be deemed to have been initiatestjituted or issued under these
regulations and shall be proceeded with to congieind be enforced and have effect
accordingly.f®

*k*k

@) Where an auditor resigns or is removed bysewurities broker, a notice to that effect shalkbet to
the Commission containing a statement signed byatiditor to the effect that there are no circumstan
connected with his resignation or removal whichdheitor considers should be brought to the attantif the
Commission.” Vide SRO 77(1)/2018 dated January22d,8

S Substituted for the words “37.  Management rating.- The securities brokers licenced under the Trading
and Self Clearing and Trading and Clearing categoare encouraged to obtain management rating rmmabn
basis from a credit rating company licensed byGloenmission and disclose such rating at all timesheir
websites and all advertisements. In case suchgréirmbove the level specified by the Commissiantiie
purpose, the Commission may consider reducing teguéncy of applicable reporting or disclosure
requirements such as reporting requirements péartaito customer asset segregation etc. or reduttieg
frequency of periodic inspections for such seaesitbroker under the applicable regulations.” VidROS
77(1)/2018 dated January 29, 2018

8 Inserted vide SRO 77(1)/2018 dated January 298201
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Form A
FORM OF APPLICATION FOR LICENCE AS A SECURITIES BRO KER
[see regulation 5(1)]

To

The Securities and Exchange Commission of Pakistan,

Islamabad.

Dear Sir,

1. We ....(Name of the company)..... hereby applylifmmce of securities broker ["']

underssection 68 of the Securities Act, 2015 [and&xtion 51 of the Futures Market Act,
2016}

2. Certified true copies of all the documents djatiin Annexure A of the Securities
Brokers (Licensing and Operations) Regulations 628 enclosed.

3. Original receipt of the bank for the fee of Rs....................... being the licensing fee
is enclosed.

Yours faithfully,
Signature of the Chief Executive

" Deleted the words “under the ....Trading Only/Tragand Self-Clearing/Trading and Clearing.... Catgfor
vide SRO 77(1)/2018 dated January 29, 2018
8 Inserted vide SRO 77(1)/2018 dated January 298201

39



Annexure A
Information and Documents to be provided along-withapplication for licence as a
securities broker

General and business information:

1.1.  Brief history of the applicant containingleast name of the applicant, date and place
of its incorporation, date of commencement of bes#n names and contact details of
sponsors, directors and senior management offinehgding group structure, if any,
and length of experience as securities brokenyif a

1.2. Address of the registered office of the agapit (postal address, postal code and
telephone, fax numbers.)

1.3. Mailing address of the applicant (postal addy postal code, telephone number, fax
numbers and e-mail address of the concerned officire applicant.)

1.4. Percentage of capital, each sponsor progosamtribute in the company.

1.5. Name of the securities exchange of whichapglicant is a TRE certificate holder,
along-with the TRE Certificate number.

1.6 Details of outstanding legal proceedings,nf,ainitiated against the applicant, its
directors or senior management officers by the Casion or any other regulatory
authority.

1.7 Details in case the applicant, its sponsorgctbrs, major shareholders or senior
management officers have been declared insolvebawkrupt, or declared defaulter
by any authority.

1.8 Details of penal actions, if any, taken adgathe applicant, its sponsors, directors,
major shareholders or senior management officemmgluhe last three years by the
Commission or any other regulatory authority.

1.9 In case any associated company of the applisaralready licensed under the
Securities Act, 2015 [and/or the Futures Market, &16]° the following details
shall be provided, namely:-

0] name of such associated company;

(i) details of warning notices, if any, issueddoch associated company by the
Commission;

(i)  details of legal proceedings, if any, inté@ against such associated company
by the Commission or any other regulatory authpstyd

(iv)  penal action, if any, taken against such esged company by the
Commission during the last three years.

2. Details of infrastructural facilities (to be used for performing the functions of a
securities broker):

2.1 Computer systems installed:
(@ hardware configurations; and
(b) software used
2.2 Data processing capacity:
(@) available infrastructure (computers and ottlectronic equipment used for

" Inserted vide SRO 77(1)/2018 dated January 298201
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3.2

3.3
3.4

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

data processing and communication);
(b) available manpower; and
(c) office space (mention extent of area in sqteeeavailable)
Other information:

Details as per following format of all pendidigputes in which the applicant is a
party:

a) Name of the party
b) Name and place of court/tribunal where dispsifeending
C) Amount involved

d) Pending since
e) Date of last hearing
f) Decision at last hearing

List of civil and criminal offenses in whiche applicant or any of its sponsors,
directors or senior management officer has remainedlved during the last three
years.

Any other information considered relevantte business of the securities brokers.
Any significant awards or recognition, colleetgrievances against the applicant.
List of documents to be provided along with agdication:

Copy of memorandum and articles of associagiaie applicant duly certified from
the concerned company registration office (CRO}aiaimg copy of the certificate of
incorporation and that of the certificate of comeement of business, duly certified
from the CRO concerned.

Copy of Forms 3, 27, 28 and 29 of the appticduly certified from the CRO
concerned.

Audited accounts for the last three yearslatedt half yearly and quarterly accounts,
where applicable.

Copies of documents evidencing compliance thighfinancial resource requirements
specified in the Securities Brokers (Licensing @perations) Regulations, 2016.

Profile/Fit and Proper related documents partg to the applicant, its sponsors,
senior management officers and directors along-wditails such as name,
gualification, experience and date of appointmeirectorship in other companies,
names of such other companies and date of appaibtaese director in such other
companies.

An undertaking from the sponsors of the applichat they will not sell or transfer
their shares without prior written approval of tlsecurities exchange and the
Commission.

An undertaking from the directors of sponsprompany and the applicant that they
will inform the Commission in case of any change thee sponsors/majority
shareholders of the sponsoring company.

An undertaking that the securities brokerditectors, sponsors, senior management
officers are in compliance with all the requirensefdr grant of a licence under the
Securities Brokers (Licensing and Operations) Regans, 2016.
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4.9 Names and addresses of and particulars obasiyess carried on by each person
holding an interest of 10% or more in the issuateitapital of the securities broker.

4.10 The pattern of shareholding, identifying sepely the sponsors and shares held by
the sponsors

4.11 Bank details of the securities broker.
4.12 Detalls of the affiliation and outsourcing traets, if any.
4.13 Any other information/document as requiredh®yCommission.

Note: In case any of the above documents/information diesady been submitted to the
Commission, the applicant may only provide an utadéng that there is no change in the
earlier submitted document/information.
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[Schedule |
[see regulations 5(1) and 9(1)]

SCHEDULE OF FEES*

Description of fee Amount of fee in PKR

Fee to be paid at the time of applying for
licence as a securities broker

a) For renewal of licence as a securities

broker Rs50,000
b) For grant of licence to act as a securities Rs100,000Q
broker

* The above fees shall be deposited into the dasaghbank account of the Commission,
along-with applicable collection chargé8.]

80 Substituted for the words
“Schedule |

[see regulations 5(1) and 9(1)]
SCHEDULE OF FEES*

Description of fee Amount of fee in PKR

Fee to be paid at the time of applying for liceasea
securities broker

a) In case of a securities broker deemed licenaddry
regulation 3 Rs50,000

b) In all other cast Rs100,00

Fee to be paid at the time of applying for renewfe| Rs50,00
licence as a securities broker

* The above fees shall be deposited into the dasgghbank account of the Commission, along-witHiegiple
collection charges.” Vide SRO 77(1)/2018 dated dap29, 2018
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[Annexure B
FIT AND PROPER CRITERIA

[see regulation 4(e)]

FIT AND PROPER CRITERIA FOR APPLICANT, SPONSORS, DIRECTORS AND
SENIOR MANAGEMENT OFFICERS OF SECURITIES BROKERS

This Fit and Proper Criteria is perpetual in natame its compliance is mandatory.

All persons subject to Fit and Proper Criteria mssbmit any change in the submitted
information, including financial soundness to tlwenpany secretary of the securities broker
within three business days and the securities brekall within a period of seven business
days report the same to the securities exchangéhardommission.

In addition to the applicant and the sponsors @ dpplicant, eligibility of any person
desiring to act as a director on the board of tlimscor senior management officer of a
securities broker shall be judged on the basisotbbWing criteria, which in the case of
directors, shall be in addition to meeting requieats of the Companies Act, 2017 relating to
eligibility of a director:

(@) Financial Soundness and Integrity

0] The person should not have been adjudged amsmivent or he should not have
suspended payment of debts or compounded liabiliigh its/his creditors.

(i) The person should not have been convicted lepurt of competent jurisdiction as a
defaulter in payment of any loan to a financiatitnsion including banking company,
a Development Financial Institution or a Non- BamkFinancial Company.

(i)  The person and companies, firms, sole petorship etc. where the person is a chief
executive, director (other than nominee directovyner or partner etc., has/have no
overdue payment to any customer, financial institytsecurities exchange, clearing
house, central depository and / or defaulted impayt of any taxes in the individual
capacity or as a proprietary concern or any pastnprfirm or as director in any
private unlisted and listed company.

Explanation: In case of overdue payment to any financial instity CIB reports from the
State Bank of Pakistan shall be examined and ietieany overdue/past due payment to a
financial institution, irrespective of amount, inesdue column of latest CIB report of the
person and of the companies, firms, sole propséipretc. where such person is a chief
executive, director (other than nominee directowner or partner etc., such person shall not
be considered fit and proper person except:

(@) in case where such overdue amount is undgativn and the same is also appearing
as amount under litigation in CIB report; or

(b) No overdue payment is appearing in the ovemdilemn in the subsequent latest CIB
report.

In case of overdue amount in CIB report, no regecshall be made unless the person has
been provided an opportunity of making a represimtdefore the Commission.
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(iv)  The person should not have been a directdfarchief executive of any company or
body corporate which has defaulted in payment ofgBument duties/taxes/cess or
has misused customer securities.

(v) The person should be a tax payer and his nslmald be borne on the Active Tax
Payers List regularly published by Federal BoarRevenue.
Provided that this requirement shall not be apple#n the case of foreign nationals.

(b) Educational or other Qualification or Experience
1) In case of directors, at least one directoust have:

i) membership of a recognized body of professiomedountants; or a CFA
degree; or a graduate degree in finance, accoopténsiness management,
commerce, economics, law, capital market, finan&atvices or related
disciplines from a university recognized by the htig Education Commission
of Pakistan, or equivalent; and

i) have an experience of at least five years tiviies relating to capital market,
specifically securities brokerage business.

iii) have attained necessary certification as dptiby the Commission from
time to time.

(2) In case of chief executive officer, the persbould:

a) be a member of a recognized body of professianabuntants or possess a
post-graduate degree in finance, accountancy, essinmanagement,
commerce, economics, law, capital market, finanatvices or related
disciplines from a university recognized by the liig Education Commission
of Pakistan, or equivalent; and

b) have a minimum experience of seven years imaisenanagement position,
preferably in the regulated financial services @ect

C) have attained necessary certification as specifiy the Commission from
time to time.

3) In case of compliance officer, the person #thou
a) be a member of a recognized body of professiacebuntants, or possess a
graduate degree in finance, accountancy, businesmgement, commerce,
economics, capital market, financial services datesl disciplines from a
university recognized by the Higher Education Cossitin of Pakistan, or
equivalent; and

b) have a minimum experience of three years intadidiance or compliance
functions or any other managerial position in a pany in the financial
sector.

Provided that for all of the above persons, whegeason possesses seven years of
relevant experience of the capital markets,nil@mum qualification requirement shall
be relaxed.

4) The directors and senior management officarstrine fully conversant with the duties
of director or senior management officer, as tteeaaay be, as specified under the statutes,
rules and regulations, memorandum and articlessd@ation and the Corporate Governance
Code.
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(5)

The sponsors of the securities broker havendotrack record and extensive

experience of providing financial services in aegulated market within or outside Pakistan.

(€)
(i)

Competency

Membership or licence of the person or any pany in which the person was a
director during the last three years has not beespended/cancelled by the
Commission, any other regulatory authority, anyfgseional body, association or
relevant entity e.g. the securities exchange, akdépository or clearing house.

Provided that eligibility of a person may be coese&tl on the basis of prior clearance

obtained from any such organization that suspencewtfelled the membership or licence.

(ii)

(iif)

(d)
(i)

(ii)

(iif)

(iv)

No proceedings are pending with respect mdpplicant’s winding up, insolvency or
analogous relief.

The person should not have been disqualifieemoved from the post of a key
executive position of a company by the Commissioary other regulatory authority.

Integrity, Honesty and Reputation

The person should not have been convictedinaiminal offence or involved in any
fraud/forgery, financial crime etc. in Pakistanetsewhere, or is not being subject to
any pending proceeding leading to such a convidiuf or it has not been concluded
by any regulatory authority that the person has l@esociated with any unauthorized
financial activity including illegal brokerage buosss.

No investigation/enquiry/inspection, conduttender Section 139 of the Securities
Act, 2015, Section 83 of the Futures Market Actl&0Section 29 of the Securities
and Exchange Commission of Pakistan Act, 199&cti& 21 of the Securities
and Exchange Ordinance, 1969, Section 2565eation 257 of the Companies
Act, 2017, has been concluded against the pergagheoCommission with material
adverse findings or any settlement in civil/criadirproceedings particularly with
regard to investments, financial matters/businesisconduct, fraud, formation or
management of a corporate body etc. by any regylatathorities (within or outside
Pakistan), professional bodies or government béatiescies.

The person has not defaulted on settlement customer complaint where such
complaint has been adjudicated by the Commissidheosecurities exchange.

An order restraining, prohibiting or debaginthe sponsors, director or senior
management officer of the securities broker froralidg in securities and/or future
contracts based on securities in the capital maoketfrom accessing the capital
market has not been passed; or penalty of Rs.508,00more has not been imposed
on such persons by the Commission in the last thieaes, in respect of any laws
administered by the Commission.

Provided that a person may be considered eligiblease a period of at least three

years from the date of expiry of the period spedifin the order for which such person has
been restrained/prohibited/debarred has elapsed.

(v)

The sponsors, director or senior managemefiteofof the securities broker should
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(vi)

(vii)

(viii)

not have been penalized for provided false or mdtey information either to the
Commission or to any of the regulatory body, sdmgiexchange, central depository
or a clearing house during the past three years.

The person should not have been actively lved in the management of a company
whose registration or licence has been revokedancalled or which has gone into
liquidation or other similar proceedings due tafigial irregularities or malpractices.

The person must not be ineligible, under thempanies Act, 2017 or any other
legislation from acting as a director.

The person should not have entered intdea fpargain arrangement with the National
Accountability Bureau.

Information to be provided by individual sponsors,directors and senior management
officers of the (name of securities broker)

1. |Curriculum Vitae/Resume containing:
(@) |Name
(b) |Father's or Husband Nan
(c) |C.N.I.C # (attach cop
(d) |Latest photograph
(e) |Nationality:
() JAge:
(g) |Contact details:
i) Residential addres
i) Business addres
iii) Tel:
iv) Mobile:
V) Fax:
vi) E-mail:
(h) |National Tax Numbe
(i) |Present occupatic
() Qualification(s)
i) Academic:
i) Professional:
(k) |Experience: (Positions held during the lasy&@rs along with name and address of

company/ institution) Information to be provided the following sample format*:

Sr# | Name of Designation Period
Organization
1 Company A DD/MM/YY -
DD/MM/YY
2 Company B DD/MM/YY -
DD/MM/YY
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2. (1. Nature of directorship:

a) Executive b) Non-executive

2. Status of directorship:

a) Nominee director b) Elected director c)dpendent director

Number of shares subscribed or held
Nominated by (name of shareholder/ nominating ¥n

3. [Names of companies, firms and other organizatiefsvhich the person is presentl
director, partner, office holder or major sharekold@nformation to be provided on
following sample format*)

Sr. | Name of Designatiol Perioc

# | Organization

1 | Company / DD/MM/YY -
DD/MM/YY

2 | Company t DD/MM/YY -
DD/MM/YY

4.  Names of any persons on the board of the (namecoirisies broker) who are related
the applicant.

Signature

*use additional sheets if requiréd]
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Schedule I
[see regulation 6(B}
COMPUTATION OF NET CAPITAL BALANCE
Current assets and current liabilities in relationto a securities broker for the purpose of
net capital shall be determined by accounting forie current assets and liabilities in the

following manner:

A-Description of Current Assets

Valuation basis

1. Cash in hand or in bank

As per book value

2. Trade Receivabl

Book Value less those overdue for mthan
fourteen days

3. Investment in listed securities in t
name of broker

Securities on the exposure list marke:
market less 15% discount

4. Securities purchased for custon

Securities purchased for the customer
held by the broker where the payment has
not been received within fourteen days

5. Listed TFCs/ Corporate Bonds of r
less than BBB grade assigned by a
credit rating company in Pakistan

Marked to Market less 10% disco

o

FIBs

Marked to Market less 5% disco!

~

Treasury Bil

At market valu

8. Any other current asset specified
the Commission

As per the valuation basis determined by
Commission

B-Description of Current liabilities

Valuation basis

1. Trade payables

Book Value less those overduméoe than
30 days

2. Other liabilities

As classified under the getigraccepted
accounting principles

Guidelines issued by the Commission from timenwetshall also be followed while

calculating the Net Capital Balance

81 Substituted for the words “see regulation 6(4feSRO 77(1)/2018 dated January 29, 2018
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[Schedule 111
[see regulation 6(3)]

Monthly statements of liquid capital with the Commission and the securities exchange
NAME OF THE SECURITIES BROKER
Computation of Liquid Capital

As ondd.mm.yyyy
# Head of Value in Pak Rupees | Hair Cut / Adjustments | Net Adjusted
Account Value
1. Asset:
1.1 | Property & | Balance Sheet Value netl00% of net value Nil
Equipment | of depreciation
1.2 | Intangible Balance Sheet Value netl00% of net value Nil
Assets of amortization
1.3 | Investment | Balance Sheet Value Difference between bo@ale value on
in Govt. value and sale value on| the date on the
securities the date on the basis of | basis of PKRV
PKRYV published by published by
NIFT NIFT
1.4 | Investment | Balance Sheet Value netf listed than Net amount
in debt of any provision i. 5% of the balanceafter deducting
securities sheet value in theprovisions and

case of tenure
upto 1 year

i. 75% of the
balance shee
value, in the cas

of tenure from 1-

—

[

3 years

ii. 10% of the
balance sheeat
value, in the case

of tenure of more
than 3 years.

If unlisted than
i. 10% the
balance shee
value in the cas
of tenure upto 1

of

—

112}

year
ii. 12.5% of the
balance sheet

value, in the cas
of tenure from 14

1}

3 years
iii. 15% of the
balance sheet

value, in the cas

11

haircuts
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than 3 years.

of tenure of more

1.5 | Investment | Balance Sheet Value net i. If listed 15% or| Net amount
in equity of any provision VaR of each after deducting
securities securities on the provisions and

cutoff date as haircuts
computed by the
Securities
Exchange for
respective
securities
whichever is
higher

ii. If unlisted, 100%
of carrying value

1.6 | Investment | Balance Sheet Value netl00% of net value Nil
in of any provision
subsidiaries

1.7 | Investment | Balance Sheet Value net i. If listed 20% or| Net amount
in associated| of any provision VaR of each after deducting
companies/u securities as provisions and
ndertaking computed by the haircuts

Securities
Exchange fol
respective
securities
whichever i
higher

ii. If unlisted, 100%
of net value

1.8 | Statutory or | Balance Sheet Value 100% of net value Nil
regulatory
deposits/
basic
deposits with
exchanges,
clearing
house or
central
depository or|
any other
entity

1.9 | Margin Balance Sheet Value Nil Balance Shee
deposits with Value
exchange
and clearing
house

1.1C | Deposit with | Balance Sheet Val Nil Balance Shee
authorized Value
intermediary
against
borrowed

—
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securities
under SLB
1.11| Other Balance Sheet Value 100% of carrying value Nil
deposits and
prepayments
1.12| Accrued Balance Sheet Value Nil Balance Sheet
interest, 100% in respect of Value
profit or markup accrued on loans
mark-up on to directors, subsidiaries
amounts and other related parties
placed with
financial
institutions
or debt
securities
etc.
1.13| Dividends Balance Sheet Value Nil Balance Sheet
receivables Value
1.14 | Amount Balance Sheet Value Amount paid as Balance Sheet
receivable purchaser under the Value
against Repg REPO agreement.
financing Securities purchased
under repo arrangement
shall not be included in
the investments
1.15 | Advances Balance Sheet Val 1. No Haircut may b« | Adjusted Valu
and applied on the short
Receivables term loan to
other than employees provided
trade these loans are
receivables secured and due for
repayment within 12
months
2. No Haircut may be
applied to the
advance tax to the
extent it is netted
with provision of
taxation
3. In all other cases,
100% of net value
1.16| Receivables | Balance Sheet Value 100% value of claims | Lower of net
from other than those on balance sheet
clearing account of entitlements | value or value
house or against trading of determined
securities securities in all markets | through
exchange(s) including MtM gains adjustments
1.17 | Receivables | Balance Sheet Value net i. In casel i. Lower of
from of provisions receivables  are net balance
customers against  margir sheet value
financing, the or value
aggregate of (i determined
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iii. In case

iv. In case of othe

value of securitie
held in the
blocked accoun

through
adjustments

after applying| ii. Net amount
VAR based after
Haircut, (ii) cas deducting
deposited a haircut
collateral by the iii. Net amount
financee (iii) after
market value o deducting
any securitie haircut
deposited as iv. Balance
collateral afte sheet value

applying VaR
based haircut

In case| v. Lower of

receivables ar net balance
against  margi sheet value
trading,5% of th or value
net balance sheet determined
value through

adjustments
receivables  ar
against securitie
borrowings unde
SLB, the amoun
paid to NCCPL a
collateral  upo
entering into|
contract,

trade receivable
not more than
days overdue, 09
of the net balanc
sheet value

In case of other
trade receivable
are overdue, or
days or more, th
aggregate of (i
the market valu
of securitie
purchased fo
customers an
held in sub
accounts afte
applying VAR
based haircut
(ii) cash deposite
as collateral b
the respectiv
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customer and (iii

the market value
of securities held

as collateral afte
applying VaR
based haircuts
100% haircut in
the case
amount
receivable from
related parties

Vi.

=

of

1.18| Cash and i. Bank balance — Nil Balance sheet
bank Proprietary value
Balances accounts
ii. Bank balance —
Customer accounts
iii. Cash in hand
1.1¢ | Subscriptior Balance Shee No haircut may b Net amoun
money Value applied in respect of after deducting
against amount paid as haircuts
investment subscription money
in IPO/ offer provided that shares have
for sale not bell allotted or are
(asset) not included in the
investments of securities
broker.
1.20 | Total Assets| Balance Sheet Value Adjusted
Value
2. Liabilities
2.1 | Trade i. Payable to Nil Balance sheet
payables exchanges and value
clearing house
ii. Payable against
leveraged market
products
iii. Payable to
customers
2.2 | Current i. Statutory ant Nil Balance shee
Liabilities regulatory dues value

iv.

V.

Vi,
Vii.

viii.

Accruals and other
payables
Short-term
borrowings
current portion of
subordinated loans
Current portion of
long-term liabilities
Deferred liabilities
Provision for
Taxation

other liabilities

as per accounting
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principles and
included in the
financial statements

2.3

Non-current
liabilities

i. Long-term
financing

ii. Staff retirement

benefits

other liabilities as

per accounting

principles and

included in the

financial statements

1. 100% haircut may b
allowed against lon
term portion of financing
obtained from a financig
institution including
amount due againg
finance leases.

2. Nil in all other cases

Balance sheet
evalue

2.4

Subordinated
Loans

Balance Sheet Value

100% of Subordinated
loans which fulfill the
conditions specified by
SECP are allowed to be
deducted

Net value after
deducting
adjustments

2.5

Advance
against
shares for
increase in
capital of
securities
broker

Balance Sheet Value

100% Haircut may be
allowed in respect of
advance against shares

(€)) The existing
authorized share capital
allows the proposed
enhanced share capital
(b) Board of
Directors of the compan
has approved the increa
in capital

(c) Relevant
Regulatory approvals
have been obtained

(d) There is no
unreasonable delay in
issue of shares against
advance and all
regulatory requirements
relating to the increase i
paid up capital have bee
completed

(e) Auditor is
satisfied that such
advance is against the
increase of capital.

Net amount
after deducting
ifhaircuts

3_)

2.€

Total
Liabilities

Balance Sheet Value

Adjusted
Value

3. Ranking Liabilities relating to

3.1

Concentrati
n in margin
financing

Nil

The amount calculate
client-to-client basis by
which any amount
receivable from any of

Amount as
determined
through

adjustment

the financees exceed
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10% of the aggregate of
amounts receivable from
total financees

3.2

Concentratio
nin
securities
lending and
borrowing

Nil

The amount by which thé
aggregate of (i) amount
deposited by the
borrower with NCCPL,
(if) cash margins paid
and (iii) the market value
of securities pledged as
margins exceed the 110
of the market value of
shares borrowed

> Amount as
determined
through
adjustment

Vo

3.3

Net
underwriting
Commitment
S

Nil

(a) in the case of rights
issue: if the market
value of securities is less
than or equal to the
subscription price, the
aggregate of (i) the 50%
of Haircut multiplied by
the underwriting
commitments and (i) the
value by which the
underwriting
commitment exceeds th¢
market price of the
securities. In the case of
rights issue where the
market price of securitie
is greater than the
subscription price, 5% of
the Haircut multiplied by
the net underwriting
commitment

(b) in any other case:
12.5% of the net
underwriting
commitments

Amount as

determined
5 through

adjustment

D

3.4

Negative
equity of
subsidiary

Nil

The amount by which thg
total assets of the
subsidiary (excluding an
amount due from the
subsidiary) exceed the
total liabilities of the
subsidiary

2 Amount as
determined

ythrough
adjustment

3.5

Foreign
exchange
agreements
and foreign
currency
positions

Nil

5% of the net position in
foreign currency. Net
position in foreign
currency means the
difference of total assetg
denominated in foreign

Amount as
determined
through

adjustment

currency less total
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liabilities denominated in
foreign currency

3.6

Amount
payable
under REPO

Balance sheet value

Carrying value

Carrying val

3.7

Repo
adjustment

Nil

In the case of financier/
purchaser the total
amount receivable unde
Repo less the 110% of
the market value of
underlying securities. In
the case of financee/
seller the market value g
underlying securities
after applying haircut
less the total amount
received, less value of
any securities deposited
as collateral by the
purchaser after applying
haircut less any cash
deposited by the
purchaser

Amount as
determined
r through

adjustment

=

3.8

Concentrated
proprietary
positions

Nil

If the market value of
any security is between
25% and 51% of the totg
proprietary positions the
5% of the value of such
security. If the market
value of a security
exceeds 51% of the
proprietary position, ther|
10% of the value of such
security

Amount as
determined
lthrough

hadjustment

Opening
Positions in
futures and
options

Nil

i. In case of custom

Amount as

positions, the tot
margin requirement
in respect of ope
positions less th
amount  of
deposited
customer
value of
held as
pledged
securities
after applying Va
haircuts

ii. In case of proprietar
positions, the tot
margin requirement
in respect of ope

| determined
through
adjustment
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positions to the exter
not already met

—

3.10

Short sell
positions

Nil

In case of custome
positions, The marke
value of shares sol
short in ready marke
on behalf of
customers afte
increasing the sam
with the VaR base
haircuts less the cag
deposited by th¢
customer as collaters

and the value of

securities held a
collateral after
applying VAR basec
Haircuts

In case of proprietar
positions, the marke
value of shares sol
short in ready marke
and not yet settle
increased by th
amount of VAR
based haircut less tf
value of securities
pledged as collaterz

rAmount as
tdetermined
dthrough

tadjustment

Wl w0 —~

e

\"£

=

after applying
haircuts

3.11]| Total Total
Ranking determined
Liabilities amount

Calculations Summary of Liquid Capital

(i) Adjusted value of Assets (serial number 1.20)
(i) Less: Adjusted value of liabilities (seriaimber 2.6)
(iii) Less: Total ranking liabilities (serial nurab3.11)

Note: The Commission may issue guidelines and clarificationespect of the treatment of
any component of Liquid Capital including any madhtion, deletion and inclusion in the
calculation of Adjusted value of assets and litibsito address any practical difficulty.

In case any securities are pledged, except thasgetl in favor of securities exchange or
clearing house against margin requirements or pleédg favor of banks against short-term
financing arrangements, 100% haircut shall be afdplor the purposes of computation of
adjusted value of assefs.]
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[Form B
[see regulation 8(2)]

SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
LICENCE AS SECURITIES BROKER

Islamabad, ...(date)....

The Securities and Exchange Commission of Pakistaing considered the application for

licence by..... (Name of the company).... for se@sitbroker under section 68 of the
Securities Act, 2015 and under section 51 of thieiies Market Act, 2016 and being satisfied
that the said company is eligible for a licenced #mat it would be in public interest and in

the interest of the capital market so to do, hergfants licence, in exercise of the powers
conferred by section 69 of the Securities Act, 2@b% under section 52 of the Futures
Market Act, 2016 to ....... (name of the company)subject to the provisions of the

Securities Act, 2015 and the Futures Market Acti&@nd the rules and regulations made
thereunder, as amended from time to time.

2. This licence is valid up to one year from tla¢edof issuance.

Signature of the Office¥f

82 Substituted for the word$sorm B
[see regulation 8(2)]

SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
LICENCE AS SECURITIES BROKER

Islamabad, ...(date)....

The Securities and Exchange Commission of Pakibting considered the application for licence by...
(Name of the company).... for ....Trading Only/Tradiwd Self-Clearing/Trading and Clearing.... categdry o
securities broker under section 68 of the Secsrifiet, 2015 and being satisfied that the said compa
eligible for a licence under the said category, #rat it would be in public interest and in theeirst of the
capital market so to do, hereby grants licencexercise of the powers conferred by section 6efSecurities
Act, 2015 to ....... (name of the company).... subjecthe provisions of the Securities Act, 2015 #mel rules
and regulations made thereunder, as amended froentdi time.

2. This licence is valid up to one year from thé&edzf issuance.

Signature of the Officer” vide SRO 77(1)/2018 dadieshuary 29, 2018
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[Form C
[see regulation 9(1)]

FORM OF APPLICATION FOR RENEWAL OF LICENCE AS A SEC URITIES

BROKER
To
The Securities and Exchange Commission of Pakistan,
Islamabad.
Dear Sir,
1. We, ......... (Name of the securities broker).... bgrapply for the renewal of the

licence of securities broker under section 69 ef $lecurities Act, 2015 and under section 52
of the Futures Market Act, 2016.

2. The existing licence is due to expire on Decan®d,, ............

3. Original receipt of the bank for the fee of RS..........ccccceeunnn. being the renewal fee i
enclosed.

4, An undertaking stating that the securitieskbrds compliant with of all regulatory

requirements including compliance with fit & propeiteria as specified in the Securities
Brokers (Licensing and Operations) Regulations 628 nclosed.

5. It is requested that the licence be renewed fmeriod of one year.

Yours faithful\lg/,
Signature of the Chief ExecutiVa]

83 Substituted for the wordg=brm C
[see regulation 9(1)]

FORM OF APPLICATION FOR RENEWAL OF LICENCE AS A SEC URITIES BROKER

To

The Securities and Exchange Commission of Pakistan,

Islamabad.

Dear Sir,

1. We, ......... (Name of the securities broker).erefby apply for the renewal of the licence of siies
broker under the ...... Trading Only/Trading and Seé&Ing/Trading and Clearing.... category under sactio
69 of the Securities Act, 2015.

2. The existing licence is due to expire on .......

3. Original receipt of the bank for the fee of Rs...........c........... being the renewal feenslosed.

4, Certified true copies of all the documents gjetin Annexure C of the Securities Brokers (liseng
and Operations) Regulations, 2016 are enclosed.

5. It is requested that the licence be renewed faoeriod of one year.

Yours faithfully,

Signature of the Chief Executive” vide SRO 77(1¥80ated January 29, 2018
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[Omittedf*

84 Deleted the wordsAnnexure C
Information and Documents to be provided along-withapplication for renewal of licence as a securities

broker
The following details shall be provided along-wabpplication for renewal of licence by a securitigsker
along with the relevant supporting documents ferlést one year:

1.

2.
3.

o N

10.
11.

12.

13.
14,

Details of the non-compliance by it, if any, lwiny provision of the applicable laws including t#hct and
rules or regulations made thereunder.

Details of the non-compliance by it, if any, kvény of the licensing conditions.

Details of any penal or disciplinary action imiéd or taken against the applicant, its sponstirsctors,
major shareholders or senior management officers aby regulatory authority or government
agency/department.

Details of legal proceedings, if any, initiatadainst it and penal actions taken against it aemhlpy
imposed by the Commission or any other regulatatiiarity.

Details of changes made, if any, in the objétise of its memorandum of association or othestiiive
documents.

Number and details of customer complaints resgkiif any and their redressal status.

Number and details of arbitration awards annedrand implemented.

Declaration that it is in compliance with thespticence requirements as specified in the Seear3rokers
(Licensing and Operations) Regulations, 2016.

Copy of the last annual audited financial staet® along-with latest quarterly or half yearlydfial
statements.

The pattern of shareholding, identifying sefeyahe sponsors and shares held by the sponsors.
Copies of documents evidencing continuous ciampé with the requirements of financial resource
requirements specified in the Securities Brokeisgising and Operations) Regulations, 2016.

An undertaking on a stamp paper specifying that securities broker, its directors, sponsorsjose
management officers are in compliance with all rdnguirements for grant of renewal of licence urther
Securities Brokers (Licensing and Operations) Ratipis, 2016.

Details of the affiliation and outsourcing awits, if any.

Any other information and document as may lired by the Commission from time to time.”

Vide SRO 77(1)/2018 dated January 29, 2018
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[Omittedf®

8 Deleted the words *

“Form D
[see regulation 9(4)]
SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
RENEWAL OF LICENCE AS SECURITIES BROKER
No. ........

Islamabad, ....(date)....
The Securities and Exchange Commission of Pakiséaimg considered the application for renewal cérice
by ......... (Name of the securities broker).... far..Trading Only/Trading and Self-Clearing/Tradingdan
Clearing.... category of the securities broker, arthd satisfied that the said securities brokerligitde for
renewal of licence under the said category anditlrauld be in public interest and in the interekthe capital
market so to do, hereby grants renewal of licence.t....(Name of the securities broker)...., iereise of the
powers conferred by section 69 of the Securities, 2015, for one year subject to the provisionsttaf
Securities Act, 2015 and the rules and regulatinade thereunder, as amended from time to time.
Signature of the Officer” Vide SRO 77(1)/2018 datkthuary 29, 2018
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[Annexure D
[see regulation 16(1)(f)]

CORPORATE GOVERNANCE CODE FOR SECURITIES BROKER

All securities brokers shall ensure compliance wiitle following Corporate Governance
Code. The listed securities brokers shall ensunepiance with this Code in addition to any
Corporate Governance rules, regulations, codesiidelines applicable on listed companies
as prescribed in the regulations of the securdi@hange by the Commission. In case where
there is any inconsistency with the requirementsubds, regulations, codes or guidelines
prescribed by the Commission for listed companesgrovisions of such rules, regulations,
codes or guidelines shall prevail over this code.

1.

a)

b)

b)

Board of Directors

A securities broker shall establish an effectivardoof directors (board), responsible
for ensuring long-term success and for monitoring avaluating the management’s
performance. The size and composition of the badmauld reflect the scale and
complexity of the securities brokers’ business.

The board is encouraged to have a balance of exeard non-executive directors,
with the requisite skills, competence, knowledge experience.

Responsibilities, powers and functions of boardf directors

The board should set the strategic objectives asdre that necessary financial and
human resources are in place for meeting thosecings. The board shall further

ensure that significant policies have been fornealain the following issues, among
others:

i) governance, risk management and compliance issues;

1)) customer relations including customer awareness anthechanism and
timeline for handling/resolving their complaintséyrances; and

iii) segregation of customer assets from securitidebsbassets.

The board shall formulate and ensure adoptioncadde of conduct/code of ethics to
promote integrity of its business, its board anditgployees with special emphasis on
measures for curbing any market manipulative a@svisuch as front running, insider
trading and other market abuse.

The board shall devise an effective whistle-blowmechanism enabling all
stakeholders including employees to freely commateicheir concerns about any
illegal or unethical practices. The board woulduasthat the interest of a whistle-
blower is not prejudicially affected.

The board shall appoint a Chief Executive OfficEEQ) to lead the management
team, and exercise executive authority over opsratof the company.

Any casual vacancy occurring on the board shalinbenated immediately to the

securities exchange. The board shall strive te@ith vacancy on the board as soon as
possible.
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f)

d)

5.

The board is encouraged to obtain fidelity insueamgainst risk of misconduct,
negligence or frauds committed by the officialseturities brokers.

Meetings of the board

The board shall meet at least once in every sixthsomnd be provided with
appropriate and timely information.

The board shall ensure that the minutes of meetinfighe board are appropriately
recorded.

Committees of the board

The board may establish appropriate board commsitieeorder to allow a more
effective discharge of its duties.

The board may define in writing the terms of refieee of the various committees,
explaining their role and the advisory authorityedmted to them by the board. These
terms of reference may be reviewed by the boara periodic basis.

The board is encouraged to form an audit committeech should preferably be
constituted of independent/non-executive directdtdeast one member of the audit
committee, where formed, should have relevant firdfaccountancy

qualification/experience.

The main responsibilities of the audit committeeynmelude the following:

* To monitor the integrity of the financial statenmenf the company;

» To review the company’s internal controls and nsknagement systems;

* To make recommendations to the board in relatioapi@ointment or removal of
the auditor;

» To approve the remuneration and terms of engageafi¢né auditor;

» To review and monitor the auditor’'s independena effectiveness;

» To develop and implement policy on engagement efahditor to supply non-
audit services;

* To monitor and review the effectiveness of the canys internal audit function.

Appointment of senior management officers

Securities brokers shall have an appropriate anthbdy qualified management team
commensurate with the size and complexity of itsifess.

6.

a)

b)

7.

Awareness Programs for Directors

Securities brokers are encouraged to maketgfforfamiliarize their directors with
this Code, other applicable laws, and their dudies responsibilities.

Securities brokers shall ensure compliance tefdirectors with any mandatory
certification requirements as may be specifiedngy@ommission from time to time.

Auditors

A securities broker shall have its statutory awdihducted from an auditor enlisted within
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Category “A” or “B” of the State Bank of PakistarPanel of Auditors.

8. Related party transactions

The details of all related party transactions sbhallplaced before the board for review and

approval.
9. Corporate and financial reporting framework
a) Not later than four months from the close of theaficial year, all securities brokers

shall prepare and circulate an Annual Report toGbenmission and the securities
exchange. The Annual Report shall contain the Waolg:

i)
i)
ii)

Annual audited financial statements;

Directors’ Report;

A statement by the CEO that there are no transactemtered into by the
broker during the year, which are fraudulent, glegr in violation of any
securities market laws.

b) The quarterly and annual financial statements di@tbpproved by the board and the
CEO.

C) The directors may annex statements to the followiifgct with the Directors’ Report,
prepared under Section 226 of the Companies Act:

The financial statements, prepared by the manageofi¢ile company, present its
state of affairs fairly, the result of its operaso cash flows and changes in equity;
Proper books of accounts of the company have beamamed;

Appropriate accounting policies have been condistexpplied in preparation of
financial statements and accounting estimatesasedon reasonable and prudent
judgment;

International Financial Reporting Standards, adiegigle in Pakistan, have been
followed in preparation of financial statements amg departures therefrom have
been adequately disclosed and explained;

The system of internal control is sound in desigid das been effectively
implemented and monitored.

If the brokerage house is not considered to bergggmncern, the fact along with
the reasons shall be disclosed

The directors’ report shall cover, loans, TFCs, sk or any other debt
instruments in which the company is in defaultikelly to default. There shall be
a clear presentation with details as to the aggeegimount of the debt overdue or
likely to become overdue and the reasons for thiauttéeemerging default
situation and the measures taken by the compaagdress and settle such default
situation.

10. Statement of Compliance with the Code

All securities brokers, except listed securitiesokers, shall publish a statement of
compliance with this Code in their Annual Repotts.]

*k%k
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! Substituted for the Annexure B Vide SRO 77(1)/2@k8ed January 29, 2018
“Annexure B
FIT AND PROPER CRITERIA
[see regulation 4]
FIT AND PROPER CRITERIA FOR APPLICANT, SPONSORS, DIRECTORS AND SENIOR
MANAGEMENT OFFICERS OF SECURITIES BROKERS
This Fit and Proper Criteria is perpetual in natame its compliance is mandatory.
All persons subject to Fit and Proper Criteria maigdmit any change in the submitted informatioejuding
financial soundness to the company secretary ofstwurities broker within three business days dred t
securities broker shall within a period of sevesibess days report the same to the securities egehand the
Commission.
In addition to the applicant and the sponsors ef dpplicant, eligibility of any person desiring @t as a
director on the board of directors or senior managyg officer of a securities broker shall be judgedthe
basis of following criteria, which in the case dfedtors, shall be in addition to meeting requiratseof the
Companies Ordinance, 1984 relating to eligibilifyaalirector:
(a) Financial Soundness and Integrity
(i) The person should not have been adjudged @ssatvent or he should not have suspended paynietdlis
or compounded liabilities with its/his creditors.
(ii) The person should not have been convicted bguat of competent jurisdiction as a defaultepayment of
any loan to a financial institution including bangi company, a Development Financial Institutioradlon-
Banking Financial Company.
(iii) The person and companies, firms, sole prdpr&hip etc. where the person is a chief executigctor
(other than nominee director), owner or partner, étas/have no overdue payment to any customemdial
institution, securities exchange, futures exchargjearing house, central depository and / or défduin
payment of any taxes in the individual capacityera proprietary concern or any partnership firrmsodirector
in any private unlisted and listed company.
Explanation: In case of overdue payment to any financial in8tty CIB reports from the State Bank of
Pakistan shall be examined and if there is anyduefpast due payment to a financial institutiorespective of
amount, in overdue column of latest CIB reportta# person and of the companies, firms, sole primpskip
etc. where such person is a chief executive, dirggther than nominee director), owner or pargter, such
person shall not be considered fit and proper peescept:

(a) in case where such overdue amount is undgatibn and the same is also appearing as amoulerun
litigation in CIB report; or
(b) No overdue payment is appearing in the ovewaieémn in the subsequent latest CIB report.

In case of overdue amount in CIB report, no refgcghall be made unless the person has been pdoaite
opportunity of making a representation before toen@ission.

(iv) The person should not have been a directofarahief executive of any company or body corparahich
has defaulted in payment of Government duties/tagss or has misused customer securities.

(v) The person should be a tax payer and his ndmaeld be borne on the Active Tax Payers List redyla
published by Federal Board of Revenue.

Provided that this requirement shall not be apple#@ the case of foreign nationals.

(b) Educational or other Qualification or Experience

(1) In case of directors, at least one directoughbave:

i) membership of a recognized body of professi@eiountants; or a CFA degree; or a graduate degree
in finance, accountancy, business management, caremeconomics, law, capital market, financial sss or
related disciplines from a university recognizedtiiy Higher Education Commission of Pakistan, enedent;
and

ii) have an experience of at least five years itiveies relating to capital market, specificallgcarities
brokerage business.

(2) In case of chief executive officer, the persbould:

a) be a member of a recognized body of professianabuntants or possess a post-graduate degree in
finance, accountancy, business management, compegoaomics, law, capital market, financial sersice
related disciplines from a university recognizediiiy Higher Education Commission of Pakistan, enelent;
and

b) have a minimum experience of seven years inraosananagement position, preferably in the
regulated financial services sector.

(3) In case of compliance officer, the person shall

a) be a member of a recognized body of professiacaduntants, or possess a graduate degree icéinan
accountancy, business management, commerce, eamsjocdpital market, financial services or related
disciplines from a university recognized by the ig Education Commission of Pakistan, or equivalemi
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b) have a minimum experience of three years intadidiance or compliance functions or any other
managerial position in a company in the financégdter.

Provided that for all of the above persons, wherpeason possesses seven years of relevaetiexpe of
the capital markets, the minimum qualificatioequirement shall be relaxed.

(4) The directors and senior management officerstroa fully conversant with the duties of direaborsenior
management officer, as the case may be, as spkuifider the statutes, rules and regulations, mermdara and
articles of association and the Corporate Govem&arie.

(c) Competency

(i) Membership or licence of the person or any campin which the person was a director during &t three
years has not been suspended/cancelled by the Gsiomiany other regulatory authority, any professi
body, association or relevant entity e.g. the ddesror futures exchange, central depository eachg house.
Provided that eligibility of a person may be coesétl on the basis of prior clearance obtained faomsuch
organization that suspended/ cancelled the memipesskicence.

(i) No proceedings are pending with respect toapplicant’s winding up, insolvency or analogougefe

(i) The person should not have been disqualifiethoved from the post of a key executive positibra
company by the Commission or any other regulatatiiarity.

(d) Integrity, Honesty and Reputation

(i) The person should not have been convicted incaiminal offence or directly involved in any dethent in
civil/l criminal proceedings in a court of law, padiarly with regard to moral turpitude, investment
financial/business misconduct, fraud/ forgery, breaf trust, financial crime etc. and/ or it hast teen
concluded by any regulatory authority that the perbas been associated with any unauthorized fiaanc
activity including illegal brokerage business.

(ii) The person is not a party in litigation agdittee Commission in respect of any criminal offencea matter
relating to non-payment of customer claims or ig ather manner prejudicial to the interest of cosos and
general public.

(i) No investigation/enquiry/inspection, condudtender Section 139 of the Securities Act, 201%ti8e 29 of
the Securities and Exchange Commission of Pakistsst, 1997, Section 21 of the Securities and
Exchange Ordinance, 1969, Section 263 or @e@b5 of the Companies Ordinance, 1984, has been
concluded against the person by the Commissidm nwéterial adverse findings.

(iv) The person has not defaulted on settlement afustomer complaint where such complaint has been
adjudicated by the Commission or the securitiehamge.

(v) An order restraining, prohibiting or debarrittge person from dealing in securities in the capitarket or
from accessing the capital market has not beeregass penalty of Rs.500,000/- or more has not legosed
on it/him/her by the Commission in the last threang, in respect of any laws administered by thai@ission.
Provided that a person may be considered eligibase a period of at least three years from thee afaexpiry
of the period specified in the order for which spefson has been restrained/prohibited/debarredlapsed.

(vi) The person should not have provided false maading information either to the Commission@any of
the regulatory body, securities exchange, cengrpbditory or a clearing house.

(vii) The person should not have been actively im®d in the management of a company whose redistrar
licence has been revoked or cancelled or whichgeae into liquidation or other similar proceedirdige to
financial irregularities or malpractices.

(viii) The person must not be ineligible, under thempanies Ordinance, 1984 or any other legislaftiom
acting as a director.

(ix) The person should not have entered into a pl@aain arrangement with the National Accounttpili
Bureau.

(e) Additional Criteria for Independent Directors

(i) The person has no relationship with the se@mgitbroker that would interfere with him exercising
independent professional judgment as a directortendan be reasonably perceived as being ableetcise
independent business judgment without being sukesdrto any apparent form of interference.

(ii) The person should not be a director, officgronsor or shareholder of a company holding TREficate or
any holding or subsidiary company of such company.

(i) The person’s immediate family member is afsu a director, officer, sponsor or shareholdea cbmpany
holding TRE certificate and/or the combined shaldihg of the immediate family members in any compan
licensed as a securities broker does not exceetywercent.

(iv) It shall be mandatory to disclose any shardimg in a listed company in such person’s name ¢hé name
of his/her immediate family member or in the nanfiea entity being managed or controlled by him/ber
his/her immediate family member to the securitieskbr and the securities exchange;

a. at the time of submission of initial informatj@nd

b. on quarterly basis for the respective period.

(v) The person shall not simultaneously be sendsga director on the board of more than sevendliste
companies.

Note:
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0 In case of any ambiguity in determination of féeeand propriety of a person in terms of this déte
the decision of the Commission shall be final amdling upon the securities broker.

0 Along-with the application for licence for a seitiess broker:

a) the applicant’s individual sponsors, directorsd asenior management officers shall submit the
following duly filled Form and the Affidavit; and

b) the authorized person on behalf of the applieat authorized person on behalf of the sponsoesevh

the sponsor is a company, shall submit the follgwdaly filled Affidavit.
Information to be provided by individual sponsors,directors and senior management officers of the__
(name of securities broker)

1. Curriculum Vitae/Resume containil

(@) [Name

(b) |Father’s or Husband Nan

(c) |C.N.I.C # (attach cop

(d) |Latestphotograp

(e) |Nationality.

(f) Age:

(g) |Contact detail:

i) Residential addres

i) Business addres

i) Tel:

iv) Mobile:

V) Fax

vi) E-mail:

(h)  [National Tax Numbe

(i) Present occupatic

() Qualification(s)

i) Academic

i) Professiona

(k)  [Experience: (Positions held during the last 10 yadéong with name and address of company/ ingiit)
Information to be provided on the following samfiemat*:

Sr4 | Name of Designatiol Perioc
Organization
1 Company A DD/MM/YY -
DD/MM/YY
2 Company B DD/MM/YY -
DD/MM/YY

2. 1. Nature of directorship:

a) Executive b) Non-executive
2. Status of directorship:
a) Nominee director b) Elected director c)dpendent director

Number of shares subscribed or h
Nominated by (name of shareholder/ nominating ¥n

3. Names of companies, firms and other organizati@fisvhich the person is presently a director, pay
office holder or major shareholder (Informatiorbi provided on the following sample format*)

Sr. | Name of Designation Period
# Organization
1 Company A DD/MM/YY -
DD/MM/YY
2 Company I DD/MM/YY -
DD/MM/YY
4. Names of any persons on the board of the (hamecoirgies broker) who are related to the appli
Signature

*use additional sheets if required

Affidavit to be provided by the applicant, sponsorsdirectors and senior management officers of the
applicant
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(On Stamp Paper of Appropriate Value)

AFFIDAVIT
A. In case of an individual in his/her own capacity
l, son/daughter/wife  of adult, resident of

arftblding CNIC/ Passport No.
do hereby state on s@éimation as under:-

1. That I am eligible for ...... the position of diresenior management officer....(OR) being sponsoiof the
(name of applicant)..... according to the Fit and peroCriteria specified as per the Securities Breker
(Licensing and Operations) Regulations, 2016.

2. That | and the companies, firms, sole proprgtir etc. where | am a chief executive, directdhéo than
nominee director), owner or partner etc. have reydwe payment to any financial institution.

3. That I hereby confirm that the statements maudketle information given by me are correct and thete are
no facts which have been concealed.

4. That | have no objection if the ..(name of aggofit)..., securities exchange or the SECP requesibtains
information about me from any third party.

5. That | undertake to bring to the attention @& th (name of applicant).... any matter which may pti#dly
affect my status as sponsor/director/senior managewfficer as per the fit and proper criteria sfied in the
Securities Brokers (Licensing and Operations) Ratfpis, 2016.

6. That all the documents provided to ....(nhame gdliepnt)...., are true copies of the originals andalve
compared the copies with their respective origiaald certify them to be true copies thereof.

7. That | will comply with any other condition asagnbe specified by the Commission.
B. In case of an individual as authorized person ohehalf of sponsors:
l, son/daughter/wife  of adult, resident of

arftblding CNIC/ Passport No.

, on behalf of ..... (nefriastitution)..... being sponsor of the ...( name of
applicant)..... do hereby state on solemn affirmatisrunder:-

1. That ....(name of the institution)..... is eligibte being sponsor of the ....(name of applicant). ccaading

to the Fit and Proper Criteria specified as perS3keurities Brokers (Licensing and Operations) Remns,
2016.

2. That ........ (name of the institution)....., and thempanies, firms, sole proprietorship etc. assodiatih
........ (name of the institution)....., have no overdagment to any financial institution.

3. That I hereby confirm that the statements maudketle information given by me are correct and thete are
no facts which have been concealed.

4. That ........ (name of the institution)..... has noedtipn if the ..(name of applicant).., securitigslange or
the SECP requests or obtains information about .(name of the institution)..... from any third party.
5. That | undertake, on behalf of ........ (name of itisditution)..... that ........ (name of the institution)..will

bring to the attention of the ... (name of applicant)any matter which may potentially affect its stai@s
sponsor of the ... (name of applicant).... as per tharfd proper criteria specified in the Securit&r®ekers
(Licensing and Operations) Regulations, 2016.

6. That all the documents provided to ....(name gdliepnt).... are true copies of the originals andalé
compared the copies with their respective origiaald certify them to be true copies thereof.

C. In case of an individual as authorized person obehalf of applicant:

l, son/daughter/wife  of adult, resident of
arfwblding CNIC/ Passport No.

, on behalf of ..... (n@méhe applicant)..... do hereby state on solemn

affirmation as under:-

1. That ....(name of the applicant)..... is eligible Epplying for licence as a securities broker as the
Securities Brokers (Licensing and Operations) Ratgprs, 2016.

2. That ........ (name of the applicant)....., and the pamies, firms, sole proprietorship etc. associatét
........ (name of the applicant)....., have no overduenpeyt to any financial institution.

3. That I hereby confirm that the statements maudketle information given by me are correct and thete are
no facts which have been concealed.

4. That ........ (name of the applicant)..... has no dijjecif the securities exchange or the SECP reguesst
obtains information about ........ (name of the applitan. from any third party.

5. That | undertake, on behalf of ........ (name of applicant)..... that ........ (name of the applicant).will
bring to the attention of the securities exchangeraatter which may potentially affect its statssaasecurities
broker as per the licencing conditions and fit @ndper criteria specified in the Securities Brokgrigensing
and Operations) Regulations, 2016.

6. That all the documents provided by ....(name pyliaant).... are true copies of the originals anthie
compared the copies with their respective origiaald certify them to be true copies thereof.

7. That the applicant will comply with any othemciition as may be specified by the Commission.
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DEPONENT
The Deponent is identified by me

Signature

ADVOCATE
(Name and Seal)
at by the Deponent
, Advocate, who is known to me personally.
Signature
OATH COMMISSIONER FOR TAKING AFFIDAVIT

Solemnly affirmed before me on this
above named who is identified to me by

day of

“Vide SRO 77(1)/2018 dated January 29, 2018

2 Substituted for the Schedule 11l Vide SRO 77(1)l8@lated January 29, 2018
“Schedule 11l
[see regulation 6(4)]
Monthly statements of liquid capital with the Commission and the securities exchange
NAME OF THE SECURITIES BROKER
Computation of Liquid Capital
As ondd.mm.yyyy

Head of Account Value in Pak Rupees | Hair Cut / Adjustments Net Adjusted

Value

1. Asset:

Balance Sheet Value h&00% of net value Nil

of depreciation

Property & Equipment

Balance Sheet Value n| 100% of net valu Nil

of amortization

Intangible Asse’

Sale value on the date on 1| Net sale valu
basis of PKRV published by

NIFT

Investment in Govi Balance Sheet Vall

securities

1.4 Investment in debt

securities

Balance Sheet Value netlf listed than Net amount

of any provision i. 5% of the balance after deducting
sheet value in the case pprovisions and
tenure upto 1 year haircuts

il. 7.5% of the balance
sheet value, in the case pf
tenure from 1-3 years
iii. 10% of the balance
sheet value, in the case pf
tenure of more than 3 years.
If unlisted than
i 10% of the balance
sheet value in the case pf
tenure upto 1 year

il. 12.5% of the
balance sheet value, in the
case of tenure from 1-3 years
iii. 15% of the balance
sheet value, in the case pf
tenure of more than 3 years,.

15 Investment in equity Balance Sheet Value neti. If listed 15% or| Net amount

securities

of any provision

VaR of each securities o
the cutoff date as compute
by the Securities Exchang
for respective securitie
whichever is higher

. If unlisted, 100% of
carrying value

nafter deducting
tprovisions and
ehaircuts

S

1.6 Investment ir

subsidiaries

Balance Sheet Value n

100% of net valu

of any provision

Nil
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1.7 Investment in associated Balance Sheet Value neti. If listed 20% or| Net amount
companies/undertaking | of any provision VaR of each securities asafter deducting
computed by the Securitiesprovisions and
Exchange for respectivehaircuts
securities  whichever s
higher
. If unlisted, 100% of
net value
1.8 Statutory or regulatory | Balance Sheet Value 100% of net value Nil
deposits/ basic deposits
with exchanges, clearing
house or central
depository or any other
entity
1.9 Margin deposits with Balance Sheet Value Nil Balance Shee
exchange and clearing Value
house
1.1C | Deposit withauthorizec | Balance Sheet Vali Nil Balance Shee
intermediary against Value
borrowed securities
under SLB
1.11 | Other deposits an Balance Sheet Vali 100% of carrying valt Nil
prepayments
1.1z | Accrued interest, prof Balance Sheet Vali Nil Balance Shee
or mark-up on amounts 100% in respect of markup | Value
placed with financial accrued on loans to
institutions or debt directors, subsidiaries and
securities etc. other related parties
1.1% | Dividends receivable Balance Sheet Vali Nil Balance Shee
Value
1.14 | Amount receivable Balance Sheet Value Amount paid as purchasgrBalance Sheet
against Repo financing under the REPO agreement. Value
Securities purchased under
repo arrangement shall not
be included in the
investments
1.15 | Receivables other than | Balance Sheet Value 100% of net value Nil
trade receivables
1.1€ | Receivables fron Balance Sheet Vali 100% value of claims othi | Lower of net

clearing house or
securities exchange(s)

than those on account of
entitlements against trading
of securities in all markets
including MtM gains

balance sheet
value or value
determined
through
adjustments
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1.17 | Receivables from Balance Sheet Value neti. In case receivablesi. Lower
customers of provisions are against margin financing,of net balance
the aggregate of (i) value ofsheet value o
securities held in the blockedvalue
account after applying VAR determined
based Haircut, (i) cashthrough
deposited as collateral by theadjustments
financee (iii) market value of ii. Net
any securities deposited asmount  after
collateral after applying VaR deducting
based haircut haircut
ii. In case receivablesiii. Net
are against marginamount  after
trading,5% of the net deducting
balance sheet value haircut
iii. In case receivablesiv.
are against securities Balanc
borrowings under SLB, thee sheet value
amount paid to NCCPL as
collateral upon entering intpv. Lower
contract, of net balance
iv. In case of other sheet value o
trade receivables not morevalue
than 5 days overdue, 0% opfdetermined
the net balance sheet value| through
V. In case of othef adjustments
trade receivables are
overdue, or 5 days or more,
the aggregate of (i) the
market value of securities
purchased for customers and
held in sub-accounts after
applying VAR based
haircuts, (ii) cash deposited
as collateral by the
respective customer and (iij)
the market value of
securities held as collateral
after applying VaR based
haircuts
Vi 100% haircut in the
case of amount receivable
from related parties
1.1¢ | Cash and bank Balanc | i. Bank balance | Nil Balance shee
Proprietary accounts value
ii. Bank balance
Customer accounts
iii. Cash in hand
1.1¢ | Total Assets Balance Sheet Value Adjusted
Value
2. Liabilities
2.1 Trade payables i. Payable to Nil Balance sheet

exchanges and clearing
house

ii. Payable agains
leveraged market
products

iii. Payable to
customers

value
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2.2 Current Liabilities i. Statutory and | Nil Balance sheet
regulatory dues value
i. Accruals and
other payables
iii. Short-term
borrowings
iv. current portion
of subordinated loans
V. Current portion
of long-term liabilities
vi. Deferred
liabilities
Vii. Provision for
bad debts
viil. Provision for
Taxation
iX. other liabilities
as per accounting
principles and included
in the financial
statements
2.3 Non-current liabilities i. Long-term Nil Balance sheet
financing value
i. Staff
retirement benefits
iii. other liabilities
as per accounting
principles and included
in the financial
statements
24 Subordinated Loans 100% of Subordinated loans Net value after
Balance Sheet Value which'fulfill the conditions deglucting
specified by SECP are adjustments
allowed to be deducted
25 Total Liabilities Balance Sheet Value Adjusted
Value
3. Ranking Liabilities relating to
3.1 Concentration in margin Nil The amount calculated Amount as
financing client-to-client basis by determined
which any amount through
receivable from any of the | adjustment
financees exceed 10% of the
aggregate of amounts
receivable from total
financees
3.2 Concentration in Nil The amount by which the | Amount as
securities lending and aggregate of (i) amount determined
borrowing deposited by the borrower | through
with NCCPL, (i) cash adjustment

margins paid and (iii) the
market value of securities
pledged as margins exceed
the 110% of the market

value of shares borrowed
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3.3

Net underwriting
Commitments

Nil

(a) in the case of rights
issue: if the market value of]
securities is less than or
equal to the subscription
price, the aggregate of (i) th
50% of Haircut multiplied
by the underwriting
commitments and (ii) the
value by which the
underwriting commitment
exceeds the market price of
the securities. In the case o
rights issue where the mark
price of securities is greater
than the subscription price,
5% of the Haircut multiplied
by the net underwriting
commitment

(b) in any other case:
12.5% of the net
underwriting commitments

Amount as
determined
through

adjustment
e

f
et

3.4

Negative equity of
subsidiary

Nil

The amount by which the
total assets of the subsidiar
(excluding any amount due
from the subsidiary) exceed
the total liabilities of the
subsidiary

Amount as
y determined
through

adjustment

Foreign exchang
agreements and foreign
currency positions

Nil

5% of the net position i
foreign currency. Net
position in foreign currency
means the difference of totg
assets denominated in
foreign currency less total
liabilities denominated in
foreign currency

Amount as
determined
through
| adjustment

3.6

Amount payable under
REPO

Balance sheet value

Carrying value

Carrying val

3.7

Repo adjustme

Nil

In the case of financie
purchaser the total amount
receivable under Repo less
the 110% of the market
value of underlying
securities. In the case of
financee/ seller the market
value of underlying
securities after applying
haircut less the total amoun
received, less value of any
securities deposited as
collateral by the purchaser
after applying haircut less
any cash deposited by the

Amount as
determined
through

adjustment

t

purchaser
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3.8

Concentrated proprietar
positions

Nil

If the market value of any
security is between 25% an
51% of the total proprietary
positions then 5% of the
value of such security. If the
market value of a security
exceeds 51% of the
proprietary position, then
10% of the value of such

Amount as
ddetermined

through

adjustment

3.9

Opening Positions i
futures and options

Nil

security

i. In case of custome
positions, the total margi
requirements in respect

Amount as
hdetermined
vfthrough

open positions less theadjustment

amount of cash deposited by

the customer and the value

of securites held a
collateral/  pledged  with
securities
applying VaR haircuts

. In case of
proprietary  positions, th
total margin requirements i
respect of open positions

the extent not already met

exchange after

D

=
n
(0]

3.10

Short sell positions

Nil

i In case of customeAmount as

positions, The market valu
of shares sold short in reag
market on behalf o
customers after increasin
the same with the VaR bas¢
haircuts less the cag
deposited by the customer
collateral and the value ¢
securities held as collater
after applying VAR base
Haircuts

ii. In case of
proprietary positions, th
market value of shares so
short in ready market an
not yet settled increased I
the amount of VAR base
haircut less the value d
securities pledged a
collateral after applying
haircuts

edetermined
Iythrough
adjustment

ST SE52a

b =o2ag®

3.11

Total Ranking
Liabilities

Total
determined
amount

Calculations Summary of Liquid Capital
(i) Adjusted value of Assets (serial number 1.19)

Note: Commission may issue guidelines and clarificationsespect of the treatment of any component of

(i) Less: Adjusted value of liabilities (seriaimber 2.5)
(i) Less: Total ranking liabilities (serial nurab3.11)

Liquid Capital including any modification, deleti@md inclusion in the calculation of Adjusted vabhfeassets
and liabilities to address any practical difficulty
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% Substituted for the Annexure D Vide SRO 77(1)/2@8ed January 29, 2018 .
Annexure D
[see regulation 16(1)(f)]
CORPORATE GOVERNANCE CODE FOR SECURITIES BROKER
All securities brokers shall ensure compliance vtttk following Corporate Governance Code. The diste
securities brokers shall ensure compliance with tode in addition to the Code of Corporate Goveraa
(CCG) applicable on listed companies as specifiethé regulations of the securities exchange. se aghere
there is any inconsistency with the CCG, the piiowss of the CCG shall prevail.
1. Board of Directors
a) A securities broker shall establish an effechivard of directors (board), responsible for emgutong-
term success and for monitoring and evaluatingnla@agement’s performance. The size and composgifion
the board should reflect the scale and complexithe securities brokers’ business.

b) The board is encouraged to have a balance aluéxe and non-executive directors, with the reiglis
skills, competence, knowledge and experience.

2. Responsibilities, powers and functions of boardf directors

a) The board should set the strategic objectivelseansure that necessary financial and human ressurc
are in place for meeting those objectives. The dadrall further ensure that significant policiesrddeen
formulated on the following issues, among others:

i) governance, risk management and compliance sssue

ii) customer relations including customer awarerss$ a mechanism and timeline for handling/resglvin
their complaints/grievances; and

iii) segregation of customer assets from securii®kers’ assets.

b) The board shall formulate and ensure adoptice @ide of conduct/code of ethics to promote iritiegr

of its business, its board, its employees andctsedlited representatives, with special emphasimessures for
curbing any market manipulative activities suclraat running, insider trading and other marketsgbu

c) The board shall devise an effective whistle-ldownechanism enabling all stakeholders, including
employees and accredited representatives, to fieetymunicate their concerns about any illegal thical
practices. The board would ensure that the intefestwhistle-blower is not prejudicially affected.

d) The board shall appoint a Chief Executive Offi(@EO) to lead the management team, and exercise
executive authority over operations of the company.

e) Any casual vacancy occurring on the board dt&lintimated immediately to the securities exchange
The board shall strive to fill such vacancy onltleard as soon as possible.

f) The board is encouraged to obtain fidelity imswe against risk of misconduct, negligence ordsau
committed by the officials of securities brokers.

3. Meetings of the board

a) The board shall meet at least once in everymgirths and be provided with appropriate and timely
information.

Provided that a securities broker licensed under Trading Only category may comply with the above
requirement on a voluntary basis.

b) The board shall ensure that the minutes of mgetbf the board are appropriately recorded.

4. Committees of the board

a) The board may establish appropriate board camesitin order to allow a more effective discharfe o
its duties.

b) The board may define in writing the terms okrehce of the various committees, explaining thee
and the advisory authority delegated to them bybbard. These terms of reference may be reviewethdy
board on a periodic basis.

c) The board is encouraged to form an audit coremitivhich should preferably be constituted of
independent/non-executive directors. At least oeenber of the audit committee, where formed, shiabde
relevant financial/accountancy qualification/expede.

d) The main responsibilities of the audit committey include the following:

To monitor the integrity of the financial statertenf the company;

To review the company’s internal controls and risdnagement systems;

To make recommendations to the board in relaticappointment or removal of the auditor;

To approve the remuneration and terms of engageofi¢ine auditor;

To review and monitor the auditor's independenug effectiveness;

To develop and implement policy on engagemenh@fuditor to supply non-audit services;

To monitor and review the effectiveness of the pany’s internal audit function.

5. Appointment of senior management officers

Securities brokers shall have an appropriate aitddy qualified management team commensurate tiéh
size and complexity of its business.

6. Awareness Programs for Directors

OooooooOoo
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a) Securities brokers are encouraged to make effortfamiliarize their directors with this Codehet
applicable laws, and their duties and respongsslit

b) Securities brokers shall ensure compliancesotlitectors with any mandatory certification requients as
may be specified by the Commission from time tcetim

7. Auditors

A securities broker shall have its statutory aaditducted from an auditor enlisted within Cated@tyor “B”
of the State Bank of Pakistan’s Panel of Auditors.

8. Related party transactions

The details of all related party transactions shbalplaced before the board for review and approval

9. Corporate and financial reporting framework

a) Not later than four months from the close of fihancial year, all securities brokers shall prepand
circulate an Annual Report to the Commission amdstixcurities exchange. The Annual Report shalladonbe
following:

i) Annual audited financial statements;

ii) Directors’ Report;

iii) A statement by the CEO that there are no taatisns entered into by the broker during the yahich
are fraudulent, illegal or in violation of any seities market laws.

Provided that a securities broker licensed undeiTitading Only category may comply with the requoiest of
inclusion of Directors’ Report in its Annual Report a voluntary basis.

b) The quarterly and annual financial statemenédl le approved by the board and the CEO.

Provided that a securities broker licensed under Trading Only category may comply with the above
requirement in respect of quarterly financial ste¢ats on a voluntary basis.

c) The directors may annex statements to the fatigweffect with the Directors’ Report, prepared end
Section 236 of the Ordinance:

0 The financial statements, prepared by the manageofethe company, present its state of affairs
fairly, the result of its operations, cash flowslamanges in equity;

0 Proper books of accounts of the company have begntained;

0 Appropriate accounting policies have been consiistepplied in preparation of financial statements
and accounting estimates are based on reasonabfaafent judgment;

0 International Financial Reporting Standards, agliegble in Pakistan, have been followed in
preparation of financial statements and any depestinerefrom have been adequately disclosed gidiead;

0 The system of internal control is sound in desigd has been effectively implemented and monitored.
0 If the brokerage house is not considered to beimggconcern, the fact along with the reasons dyall
disclosed

O The directors’ report shall cover, loans, TFCskuls or any other debt instruments in which the

company is in default or likely to default. Thetea be a clear presentation with details as toaggregate
amount of the debt overdue or likely to become dwverand the reasons for the default/‘emerging defaul
situation and the measures taken by the compaagdress and settle such default situation.

10. Statement of Compliance with the Code

All securities brokers, except listed securitieskars, shall publish a statement of compliance i Code in
their Annual Reports.
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