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REGULATORY AMENDMENTS

1. Approval of Rule Book of KSE by SECP on April 10, 2014 and Gazette Notified on June 18, 2014
2. Amendments approved by SECP on June 10, 2014 and Gazette Notified on August 13, 2014:
a) New para (x) in sub-clause 3.2 of Appendix-2 “Issue/Offer of Shares through Book Building” to Chapter 5 has been
inserted.
b) Clause 9 of Appendix-2 “Issue/Offer of Shares through Book Building” to Chapter 5 has been amended.
c) New para (d) in sub-clause 11.1.2. of KSE Regulations has been inserted.
d) Sub-clause 11.1.8. of KSE Regulations has been amended.
3. Amendments approved by SECP on July 11, 2014 and Gazette Notified on August 27, 2014:

a) New para in sub-clause 5.19.4.(c). of Chapter 5 has been inserted.
b) Sub-clauses 6.1.(k)., 6.1.(I)., 6.1.(m)., 6.11.(b)., 6.11.(e)., and 6.11.(h). of KSE Regulations have been amended.

4. Amendments approved by SECP on December 04, 2014 and Gazette Notified on December 24, 2014:
a) Sub-clause 19.8.5. of KSE Regulations has been amended.
b) Schedule-IX to Chapter 19 has been amended.
c) Sub-clause 21.3.3.(b)(i) of KSE Regulations has been amended.
5. Amendments approved by SECP on December 10, 2014 and Gazette Notified on January 14, 2015:
a) Para (f) in sub-clause 19.5.8. of KSE Regulations has been deleted.
b) Sub-clause 19.5.9. of KSE Regulations has been amended.
c) Schedule-lll to Chapter 19 has been amended.
d) Sub-clause 21.2.4. of KSE Regulations has been deleted.
e) Clause 21.7. of KSE Regulations has been amended
6. New Chapter approved by SECP on January 29, 2015 and Gazette Notified on February 25, 2015:

The Regulations Governing Listing and Trading of Equity Securities of Small and Medium Enterprises (SMEs) have been
approved by SECP as Chapter 5A of KSE Regulations.

7. Minor Amendments approved by SECP on February 6, 2015 and Gazette Notified on March 25, 2015:
a) Typographical errors/duplications have been removed from the KSE Regulations.

b) Insertion of “Government Debt Securities (GDS) Market Regulations” as Chapter 6 of KSE regulations has been
approved by SECP.

8. Amendments approved by SECP on February 6, 2015 and Gazette Notified on March 18, 2015:

a) Sub-clause 4.19.1. of KSE Regulations has been amended.
b) Sub-clause 6.1 of Schedule-A “Scope of Audit” to Chapter 23 has been amended.

9. Amendments approved by SECP on February 13, 2015 and Gazette Notified on April 1, 2015:

a) Clause 8.15. of KSE Regulations has been amended.
b) Sub-clause 8.17.5. of KSE Regulations has been amended.

10. Amendments approved by SECP on February 18, 2015 and Gazette Notified on April 15, 2015:
New clauses 3.10 and 3.11 of KSE Regulations have been inserted.

11. Amendments to Code of Corporate Governance approved by SECP on February 23, 2015 and Gazette Notified on
April 15, 2015 :

a) Sub-clause 5.6.1.(d) of KSE Regulations has been amended.
b) Sub-clause 5.19.15. of KSE Regulations has been amended.

12. Amendments approved by SECP on April 13, 2015 and Gazette Notified on May 20, 2015:

a) Clause 4.19. of KSE Regulations has been amended.
b) Clauses 6 and 11 of Schedule-A “Scope of Audit” to Chapter 23 have been amended.
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. Amendment approved by SECP on April 14, 2015 and Gazette Notified on June 24, 2015:
Sub-clause 19.10.4. of KSE Regulations has been amended.

. New Chapter and consequential amendments approved by SECP on May 18, 2015 and Gazette Notified on July 22,
2015:

a) Sub-clause (xlvia) in clause 2.4. of KSE Regulations has been inserted.
b) The sub-clause 5.1.1.(m) of clause 5.1. has been deleted.

c) Listing of Debt Securities Regulations as Chapter 5B of KSE Regulations has been inserted.
. Amendments approved by SECP on July 15, 2015 and July 24, 2015 and sent for Gazette Notification:

a) New sub-clauses 4.19.6. and 4.19.7. of KSE Regulations have been inserted.

b) New clauses 4.23. and 4.24. of KSE Regulations have been inserted.

c) Sub-clause 5.6.1.(d) of KSE Regulation has been amended.

d) Sub-clause 5.6.2.(a) of KSE Regulation has been amended.

e) Sub-clause 19.3.2. of KSE Regulation has been amended

f)  Sub-clause 19.10.7. of clause 19.10. has been deleted.

g) Existing sub-clause 19.10.8 of clause 19.10 has been renumbered as 19.10.7.

h) New sub-clause 1.11 of Schedule-A “Scope of Audit” to Chapter 23 has been inserted.

i)  Existing sub-clause 1.11 of Schedule-A “Scope of Audit” to Chapter 23 has been renumbered as 1.12.

. Amendments approved by SECP on November 02, 2015 and sent for Gazette Notification:

a) Sub-clause 6.6.(c) of KSE Regulations has been amended.
b) Clause 6.12. of KSE Regulations has been amended.
c) Clause 6.13. of KSE Regulations has been amended.

. Amendments approved by SECP on November 09, 2015 and sent for Gazette Notification:

a) New clause 4.25 of KSE Regulations has been inserted.
b) Sub-clause 19.5.4.0f KSE Regulations has been amended.

. Amendments approved by SECP on December 18, 2015 and January 01, 2016 pursuant to integration of stock
exchanges which shall take effect from January 11, 2016 (the effective date of integration of stock exchanges):

a) Consequential changes in the entire KSE Regulations were incorporated pertaining to change in the name of ‘Karachi
Stock Exchange Limited (KSE or KSEL)’ to “Pakistan Stock Exchange Limited (PSX)”.

b) Schedule-l ‘Base Minimum Capital to be Maintained by a Broker’ of Chapter 19 of PSX Regulations has been amended.

c) Format of Certificate of Registration of Offices/Branch Offices of TRE Certificate Holders has been amended.

Amendments approved by SECP on January 01, 2016 which shall take effect from January 11, 2016 (the effective
date of integration of stock exchanges):

a) Sub-Clauses 8.3.2. and 8.3.3. of PSX Regulations have been amended.
b) Sub-Clause 8B.5.3. of PSX Regulations has been amended.
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PREFACE

Karachi Stock Exchange Limited (KSEL) [presently named as Pakistan Stock Exchange Limited (PSX)] was corporatized and
demutualized as a company limited by shares with effect from August 27, 2012 pursuant to promulgation of Stock Exchanges
(Corporatisation, Demutualization & Integration) Act, 2012 on May 7, 2012.

The above development necessitated a comprehensive review of the regulatory framework of the KSEL which was previously set
out in different sets of regulations resulting in duplication and difficulty in handling these regulations. In order to ensure
harmonization, conciseness, address redundancies and integration of the separate sets of regulations, it was endeavored to
consolidate these regulations at a single place in line with international best practices. Accordingly, with the joint efforts of KSEL
and the Securities and Exchange Commission of Pakistan (SECP), the Rule Book was compiled as a single consolidated
document and approved by the SECP in exercise of the powers conferred upon it under Securities and Exchange Ordinance,
1969.

The Rule Book also incorporates requisite regulatory amendments to the regulatory framework of the KSEL consequent to the
corporatization and demutualization of the KSEL. These amendments provide regulatory cover to a number of structural changes
at KSEL in the wake of demutualization including, segregation of regulatory and commercial functions of the KSEL, introduction of
the concept of Base Minimum Capital, formation of Regulatory Affairs Committee (RAC) and Regulatory Affairs Division (RAD),
the appointment of Chief Regulatory Officer (CRO) as the head of the RAD, recognition of the role of the RAC and the CRO in the
regulatory, enforcement and arbitration domains etc.

The Rule Book is divided in chapters which represent the existing regulations of KSEL in an amended form and certain new
chapters have also been incorporated in the regulatory framework of the KSEL. The Rule Book will be useful for the regulated
entities of the Exchange and stock market investors at large for understanding the regulatory framework, rights and obligations as
well as recourse available to them in case of dispute.

As a result of above developments, KSEL comes at par with any developed stock exchange. The KSEL acknowledges the
cooperation extended by the SECP, the Board of Directors of KSEL, the RAC and the management team of KSEL in formulation
and implementation of the Rule Book.
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FOREWORD

The Rule Book is a landmark achievement in the history of Karachi Stock Exchange Limited (KSEL) [presently named as Pakistan
Stock Exchange Limited (PSX)] as it strengthens the regulatory framework of KSEL by providing a wider and deeper coverage to
the securities market consequent to its corporatization and demutualization.

The Rule Book will provide the regulated entities, investors, practitioners, educational institutions, associations, professional
accountancy bodies and all other readers with comprehensive coverage of the securities market regulations ultimately leading to
widespread regulatory awareness and greater compliance.

| congratulate KSEL on this historic achievement.

G Tt Bl

Syed Muhammad Shabbar Zaidi

Chairman, Regulatory Affairs Commiltee of KSEL
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FOREWORD

Karachi Stock Exchange Limited (KSEL) [presently named as Pakistan Stock Exchange Limited (PSX)] has the distinction of being
the leading stock exchange of Pakistan by facilitating long-term capital mobilization for industry while providing an efficient and
transparent platform for securities trading for investors. Evolution of the regulatory and operating eco-system of KSEL has been an
ongoing process. This process received a major boost through the Corporatization and Demutualization Act of 2012 which
provided an opportunity for a thorough review of the myriad rules, procedures and policies governing KSEL’s operations, the role
of various market participants and issuers of listed securities, as well as ensuring investors’ interest.

In this context, the present compilation of rules and regulations in a single document (the Rule Book) will provide the necessary

foundation for the regulatory eco-system that allows clarity of roles and responsibilities for capital market participants. It is a
pleasure to see the launch of the first ever consolidated regulatory document in the form of KSEL Rule Book.

Nadeem Nagwi
Managing Director, KSEL
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FOREWORD

A fair, efficient and transparent regulatory system of the securities market is an important source of sustaining trust and confidence
of the market participants in the capital market. The implementation of the Rule Book is a significant step in this direction. The
Rule Book effectively updates the earlier regulatory system of the Karachi Stock Exchange Limited (KSEL) [presently named as
Pakistan Stock Exchange Limited (PSX)] enforced prior to demutualization of KSEL with clearly spelled out rights and obligations
in compiled form for easier understanding with relevant contexts. In my opinion, this will open doors to new era of effective
regulatory and compliance regime for smooth and fair operations of the securities business.

Our efforts will remain to continuously evolve the contents of Rule Book and introduce or revise chapters/clauses to improve
effectiveness and address redundancies for robust regulatory and enforcement regime.

E anNbar

Chiel Regulatory Officer, MSEL
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Chapter 1: PREAMBLE, SHORT TITLE AND COMMENCEMENT

1.1. PREAMBLE:

Karachi Stock exchange Limited (presently named as Pakistan Stock Exchange Limited), in exercise of its powers
conferred under Section 34 of the Securities & Exchange Ordinance, 1969 (XVII of 1969), and with the prior approval of
the Securities and Exchange Commission of Pakistan, hereby makes these Regulations.

1.2. SHORT TITLE:
These Regulations shall be known as Pakistan Stock Exchange Limited Regulations (hereinafter referred as “PSX
Regulations”).

1.3. COMMENCEMENT:

These Regulations shall come into force on the day of their publication in the official gazette of Pakistan.

1.4. POWERS TO RELAX REGULATORY REQUIREMENT(S):

The Securities and Exchange Commission of Pakistan may, upon its own motion, or on a request of the Pakistan Stock
Exchange Limited, relax the operation of any requirement of PSX Regulations for a person or a class of persons in
exceptional circumstances and for reasons to be recorded in the Securities and Exchange Commission of Pakistan.
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Chapter 2: INTERPRETATION AND DEFINITIONS

2.1. GENERAL PRINCIPLES OF INTERPRETATION:

In these Regulations, unless the context otherwise requires:

(@ A reference to any legislation or legislative provision includes any statutory modification or re-enactment of, or
legislative provision substituted for, and any subordinate legislation under that legislative provision;

(o) The singular includes the plural and vice versa;

(c) A reference to an individual or a person includes, an individual, a company, corporation, firm, association of
persons, trust, authority or government, any entity as the context admits or requires and vice versa;

(d) unless there is anything repugnant in the subject or context, words importing the “masculine gender” shall include
the “feminine gender / corporate entities;

(e) A reference to a recital, article, schedule or annexure is to a recital, article, schedule or annexure of or to these
Regulations;

(f) Arrecital, schedule or annexure forms part of these Regulations unless otherwise provided,;

(@ A reference to any agreement or document is to that agreement or document (and, where applicable, any of its
provisions) as amended, notated, restated or replaced from time to time;

(h) Where an expression is defined, another part of speech or grammatical form of that expression has a corresponding
meaning;

(i) A reference to a matter being “to the knowledge” of a person means that the matter is to the best of the knowledge
and belief of that person after making reasonable inquiries in the circumstances;

() The capitalized terms used in these Regulations shall have the same meaning as given to them in these
Regulations. However, if a term has not been so defined in these Regulations then it shall have the same meaning
as has been defined in the Companies Ordinance, 1984, Securities and Exchange Ordinance, 1969, Stock
Exchanges (Corporatization, Demutualization & Integration) Act, 2012 or any Rules or Regulations made thereunder
or other applicable law for the time being in force;

(k) The headings in these Regulations are for convenience only and do not affect interpretation of any provisions of
these Regulations;

() A construction that furthers the object or purpose of any of the provisions of these Regulations shall be preferred
over any other construction of such provisions;

(m) A reference to any power of the Exchange shall include the Board or any officer or the Committee of the Exchange
so delegated by the Board;

(n) Gregorian calendar shall be used whenever counting days, months or years mentioned in these Regulations;

(0) The term ‘days’ shall mean working/business days when the Exchange is open for business in Pakistan;

(/) The terms and phrases used herein without a specific definition shall have the meaning in accordance with current
trade practice;

(@) All existing Regulations of the Exchange except the Regulations Governing Over The Counter (OTC) Market of the
Pakistan Stock Exchange Limited shall stand repealed. However, repeal of such regulations shall not affect any act
or omission committed under such regulations when they were in force. Any circular, notification, order or exemption
issued, made or granted under the repealed Regulations shall have effect as if had been issued, made or granted
under the corresponding provision of these Regulations. Any official appointed and anybody elected or constituted
under any repealed Regulations shall continue and shall be deemed to have been appointed, elected or constituted,
as the case may be, under the corresponding provision of these Regulations. Any document referring to any
Regulation hereby repealed shall be construed as referring, as far as may be, to these Regulations, or to the
corresponding provision of these Regulations;

(7 Where any communication, decision, agreement, arrangement or contract is not in conformity with these
Regulations, then PSX Regulations shall take precedence;

(s) Where any provision of PSX Regulations contradicts any provisions of the SECP Rules/Regulations for the time
being in force, such SECP Rules/Regulations shall take precedence.

2.2. APPLICABILITY:

Unless provided otherwise, these Regulations shall apply to the Board of Directors, all employees, Brokers and their
clients, constituents and Agents, TRE Certificate Holders, shareholders, issuers/offerors, listed companies and general
public dealing with the Exchange in any manner and capacity.

2.3. SEVERABILITY:

If any provision of these Regulations is held by any court, tribunal or other regulatory authority to be unenforceable or
contrary to any law, rules, regulations, circulars, notifications, judicial decision etc. then such provision shall be deemed
to be severed from these Regulations, however, it shall not affect the enforceability or validity of the remaining provisions
of these Regulations which shall continue to be in force and apply.

2.4. GENERAL DEFINITIONS:

In these Regulations, unless there is anything repugnant in the subject or context:
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.. Agent or
" Accredited Agent

iii. All Markets

iv. Articles

Asset Management
" Company (AMC)

. Authorized
* Participant (AP)

Authorized
Participant
Agreement (APA)

Base Minimum
" Capital (BMC)

Blank Sale

Blocked Account

Board

.. Book Entry
" Security

Broker

Broker Clearing

Member (BCM)

. CDC
i. CDC Regulations
. CDS

. Central Depository

ix. CHPF

. Clearing Day

i. Clearing House

. Closing Price

. Commission

. Connected Person

. Contract

means the Stock Exchanges (Corporatization, Demutualization and Integration) Act, 2012;

means a person appointed by a Broker to act on his behalf for the purposes recognized by
the Exchange and registered with the Commission under the Brokers and Agents
Registration Rules, 2001;

means the different markets provided by the Exchange and are governed under these
Regulations which include Ready Delivery Contract Market which includes ODD Lots
market, Deliverable Futures Contract Market, Cash-Settled Futures Contract Market, Stock
Indices Futures Contract Market, Futures Trading in Provisionally Listed Companies
Market, Index Options Market, Debt Securities Market and any other market which the
Board may provide for with the prior approval of the Commission and individually referred
to as a “Market”;

means the Articles of Association of the Exchange;

shall have the same meaning as ascribed thereto under the Non-Banking Finance
Companies and Notified Entities Regulations, 2008;

means a Market Maker as defined under chapter 12 of these Regulations, appointed by the
AMC under the Authorized Participant Agreement and obligations and responsibilities of
whom are also specified in the Constitutive Documents;

means an agreement entered into between the Authorized Participant, Trustee and the
Asset Management Company setting out the roles and responsibilities of each party and
includes, among other things, the terms and procedures to be adopted by the AMC and AP
for the issuance and redemption of creation units. Minimum contents of the Authorized
Participant Agreement are specified in Annexure-A attached to chapter 16 relating to ETFs
of these Regulations;

means the collateral deposited and/or maintained by the Broker with the Exchange for its
eligibility to trade through the Exchange Trading Systems to be calculated/prescribed as
per Schedule-l annexed to chapter 19 of PSX Regulations;

means a sale by a Broker on his proprietary account or on client’'s account when the Broker
or client does not own shares or the sale does not constitute a sale with pre-existing
interest or is a sale without entering into a Securities Lending and Borrowing Contract to
meet delivery requirements on settlement date;

means a CDC account opened and maintained by the Exchange in accordance with clause
(c) of sub-section (1) of section 5 of the Act;

means the Board of Directors of the Exchange;

shall have the same meaning as ascribed thereto in the Central Depository Act, 1997 and
the CDC Regulations made thereunder;

means a TRE Certificate Holder of the Exchange engaged in the business of executing
transactions in Securities for his own account or on account of his clients and is registered
with the Commission as a Broker under the Brokers and Agents Registration Rules, 2001;

shall have the same meaning as ascribed thereto in the NCCPL Regulations 2003;

means the Central Depository Company of Pakistan Limited and its successors in interest;

means Central Depositary Company of Pakistan Limited Regulations for the time being in
force;

means the Central Depository Systems established and operated by the CDC;

shall have the same meaning as ascribed thereto under the Securities and Exchange
Ordinance, 1969 (XVII of 1969);

means the Clearing House Protection Fund of the Exchange governed and operated by the
Trustees of CHPF Trust under its Trust Deed and regulations, if any;

means the clearing day fixed by the Exchange from time to time;

means the Clearing House established and operated by the Exchange;

means the price determined as per methodology prescribed under chapter 19 of PSX
Regulations;

means the Securities and Exchange Commission of Pakistan;

means in relation to a natural person, a spouse, real, step or half sibling, lineal ascendant
or descendant of such person, a partner, promoter or substantial shareholder of an
undertaking, company or body corporate of which such person is also a partner, promoter,
substantial shareholder or any undertaking, company or body corporate in which such
person is a partner, promoter, substantial shareholder or director, in relation to a legal
person a Connected Person means an undertaking, company or body corporate which is a
holding, subsidiary or associated company of such legal person;

means standardized contract eligible for trading as a single or multiple thereof in the
respective Markets on the terms and conditions defined under the relevant chapters of
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XXVi.

XXVil.

XXViii.

XXiX.

XXXI.

XXXil.

XXXiii.

XXXIV.

XXXVi.

XXXVii.

XXXViii.

xl.

xli.

Corporate
Brokerage House

Corporatization
CRO

Cross Trade

Debt Securities or
Debt Market
SRS

Defaulter

Demutualization
Regulations
Derivative
Contracts

Downtick

ETF Unit

Exchange

Exchange Trading
Systems or
Trading Systems

Exposure

Free-Float

Futures Trading in
Provisionally

these Regulations as amended from time to time;

means the TRE Certificate Holder being a private or a public company incorporated under
the Ordinance and registered as a Broker with the Commission;

means the conversion of the Exchange from a company limited by guarantee to a company
limited by shares;

means Chief Regulatory Officer of the Exchange;

means the trade executed either between the two clients of the same Broker or a client and
his Broker’s proprietary account through the Trading Systems;

Include Corporate Debt Securities such as Term Finance Certificates (TFCs), SUKUK
Certificates Sharia Compliant Bonds, Registered Bonds, Corporate Bonds, Commercial
Papers, Participation Term Certificates (PTCs), collateralized Securities and all kinds of
debt instruments issued by any Pakistani or foreign company or corporation registered in
Pakistan;

means a TRE Certificate Holder declared as a defaulter by the Exchange under
chapter 21 of these Regulations;

means Stock Exchanges (Corporatisation, Demutualization and Integration) Regulations,
2012 framed by the Commission under Section 23 of the Act;

means Deliverable Futures Contract, Cash Settled Futures Contract, Stock Index Futures
Contract and Index Options Contract;

means the price of a security below the last executed price of that security transacted
through the Exchange Trading System;

means Exchange Traded Fund, which is a listed index-tracking open-ended fund structured
as a Collective Investment Scheme. The primary objective of the ETF is to mimic the return
of a particular benchmark index by investing substantially all of its assets in the constitution
securities of the Benchmark Index. ETF issues and redeems creation units in kind through
APs only;

means a unit of open-ended scheme that tracks a benchmark index and is listed on the
stock exchange and may be traded like any other share on the stock exchange,

means the Pakistan Stock Exchange Limited including, where the context so permits,
Board, any committee, sub-committee, employee or officer to whom any function of the
Pakistan Stock Exchange Limited may for the time delegated;

means the Karachi Automated Trading System (KATS), Bonds Automated Trading System
(BATS) and any other electronic trading system established from time to time which also
include its allied computer applications and software established by the Exchange from
time to time;

means at any point in time, security-wise and client-wise cumulative net unsettled amount
of purchases and sales, of a Broker (including proprietary trades) under each Markets
determined in accordance with chapter 19 of PSX Regulations;

means the number of ordinary shares readily available for trading through the Exchange
which comprises of all outstanding ordinary shares excluding the shares held by the
following categories/persons:

(a) For Book-entry Security:

(i)  Government holdings;

(i) Directors and sponsors;

(iii)

In physical form;

(iv)

Associate companies;

(v) Employee Share Schemes and not available for trading by employees;

(vi) Strategic investors or any other category that are barred from selling at the review
date.

(b) For physical form Security:

Free-Float may be all physical shares excluding those issued to the Government,
directors, sponsors, associate companies, employees under Employee Shares
Schemes and not available for trading by employees and strategic investors, who are
barred from selling at the review date.

Free-Float of each Security allowed for trading shall be reviewed every six months and
shall be disclosed to the public. However, in case of disinvestment by sponsors or
public, Free-Float may be reviewed earlier by the Exchange;

means a market as envisaged under chapter 11 of these Regulations;

Page 4 of 198




Pakistan Stock Exchange Regulations

xlii.

xliii.

xliv.

xlv.

Xlvi.

xlvi.a

xlvii.

xlviii.

xlix.

" Clearing Member

Listed Companies

Market

House Account

Initial Shareholder

Initial TRE
Certificate Holder

Investor
IPF

Issuer

Leveraged Market

Listed Company

Mark-to-Market
Loss or MtM Loss

Mark-to-Market
Profit or MtM Profit

NCCPL

NCCPL
Regulations

NCSS

Negotiated Deal

Non-Broker

. Ordinance

PMEX

Prescribed

Provisionally
Listed Company

PSX Shareholder

Ready Delivery

" Contract Market

means the house account as defined and prescribed under the CDC Regulations as
amended from time to time;

means the legal owner of the shares of the Exchange on the date of Corporatization, as
defined under the Act;

means any person who has been issued a TRE Certificate under section 5(1) (e) of the Act;

means a person trading in the Securities on the Exchange Trading Systems through a
Broker under the terms and conditions specified in these Regulations;

means the Investors Protection Fund of the Exchange governed and operated by the
Trustees of IPF Trust under its Trust Deed and these Regulations;

shall mean a public limited Company or a body corporate that has issued or intends to
issue securities to the General Public under section 57 or 120 of the Ordinance;

Deleted

means the market for offering any of the Leverage Market Contracts as defined under the
Securities (Leveraged Markets and Pledging) Rules, 2011;

means a company or a body corporate whose securities are listed at the Exchange and
include a provisionally listed company under these Regulations;

means an amount payable by a Broker at any point in time during a trading day on account
of trades executed on behalf of its clients, as well as its proprietary unsettled position in any
security, to the Clearing House or NCCPL due to the difference between the Transaction
Price, on trade to trade basis, of the unsettled position in each security and the Closing
Price of that security.

In the case of Index Options Contracts, Mark to Market Loss shall mean an amount
payable by a Broker at any point in time during a trading day on account of unsettled short
positions of its clients, as well as its proprietary unsettled short positions in Options
Contracts as Option Writer and/or Option Seller, due to the difference between the Exercise
Price of the Option Contract and the corresponding Daily Settlement Price determined in
accordance with the Regulations Governing Index Options Contracts;

means amount receivable by a Broker at the end of each day on account of contracts
executed on behalf of its clients, as well as its proprietary unsettled position in any security,
from Clearing House or NCCPL due to the difference between Transaction Price, on trade
to trade basis, of the unsettled position in each security and the Daily Settlement Price of
that Security.

In the case of Index Options Contracts, Mark to Mark Profit shall mean an amount
receivable by a Broker at any point in time during a trading day on account of Option
Contracts purchased on behalf of its clients, as well as its proprietary buy positions in the
Option Contracts as an Option holder/ buyer, due to the difference between the Exercise
Price of the Option Contract and the corresponding Daily Settlement Price determined in
accordance with these Regulations governing Index Option Contracts;

means the National Clearing Company of Pakistan Limited;

means the Regulations framed by NCCPL from time to time with regard to its
functions and operations of NCSS;

means the National Clearing and Settlement System of the NCCPL established and
operated by NCCPL under NCCPL Regulations and NCSS Procedures made thereunder;

means a deal which has been negotiated between two parties outside the Exchange
Trading Systems and reported through the interface provided by the Exchange, which may
also be called as an Off Market Transaction;

shall have the same meaning as ascribed thereto in the NCCPL Regulations;

means the Companies Ordinance, 1984 (XLVII of 1984);

means the Pakistan Mercantile Exchange Limited;

means as prescribed under these Regulations or any authority thereof;

means companies whose shares are provisionally listed on the Exchange under these
Regulations subject to the final clearance by the Exchange;

means the legal owner of the shares of the Exchange at any time;

means a market where Ready Delivery Contracts are traded;
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IXix.

IXX.

IXXi.

Ixxii.

Ixxiii.

IXXiv.

IXXV.

IXXVi.

IXxvii.

Ixxviii.

IXXXi.

IXxXii.

Ixxxiii.

IXXXiv.

IXXXV.

IXXXVi.

Ready Delivery

. Contract or Ready

Market Contract

Regulatory Affairs

" Committee (RAC)

Regulatory Affairs
Department (RAD)

SECP Rules/

Regulations
SEWIIES

" Ordinance

. Securities Rules

Listed Security

Short Sale

SIFC
SLB Contract

SLB Market

SLB Transactions

Stock Exchange
Stock Index
Futures Contract
Sub-Account

T+2 or T+1

Theoretical Price

. Tick Size

. TRE Certificate

TRE Certificate
Holder

Uniform Criteria

Unique
Identification
Number (UIN)

Uptick
Zero Tick

Zero-Plus Tick

means trade/ transaction in a Security executed between a buyer and a seller in the Ready
Delivery Contract Market or Odd Lots Market established under these Regulations and
ready for settlement either on T+1 or T+2 Settlement Day as specified by the Exchange
and shall not include Derivative Contracts;

means a committee constituted by the Board with prior approval of the Commission;

means a department/division of the Exchange dealing with the regulatory functions of the
Exchanges;

means and include all the regulations, notifications, SROs and circulars issued by the
Commission from time to time;

means the Securities & Exchange Ordinance,1969 (XVII of 1969);

means the rules framed under the Securities Ordinance by the Commission;

includes any security as defined under the Securities Ordinance and which is accepted for
listing on the Exchange in accordance with these Regulations;

means a sale by a Broker, on his Proprietary Account or on Client's Account, not owning
securities at the time of sale or the sale without constituting a Pre-Existing Interest, but
having SLB Contract executed through SLB Market at NCCPL in accordance with its
Regulations / Procedures to meet delivery requirements on the settlement date;

means Stock Index Futures Contract executed through the Trading Systems of the
Exchange;

means the Securities Lending and Borrowing Contract executed through NCSS as ascribed
thereto in the NCCPL Regulations;

shall have the same meaning as ascribed thereto in the NCCPL Regulations in respect of
SLB Market;

have the same meaning as provided under the NCCPL Regulations;

means a stock exchange registered under the Securities Ordinance;

means, a derivative contract executed through the Exchange Trading System subject to
these Regulations;

means a sub -account as defined under the CDC Regulations, as amended from time to
time;

means the abbreviations that refer to the settlement date of Security transactions, where T
stands for trade or transaction day on which it takes place. The numbers 1 and 2 denote
the number of days after the transaction day at which the settlement will take place;

means the Closing Price of a Security for Deliverable Futures Contract and/or Cash-Settled
Futures Contracts Markets, if there is no trading in such Security in the respective Market
during whole trading day, to be determined as per methodology prescribed under chapter
19 of PSX Regulations;

means the minimum price increase or decrease at which trades can be made on the
Trading System;

means a Trading Right Entitlement Certificate issued by the Exchange including the
certificate issued to the existing members on the date of corporatization; evidencing right of
the TRE Certificate Holder to apply for registration as a Broker in accordance with the
Brokers and Agents Registration Rules, 2001 as amended from time to time;

means any person who is issued a TRE Certificate by the Exchange upon Corporatization
under Section 5 of the Act, or purchases or acquires such TRE Certificate under Section 16
of the Act or is issued a fresh TRE Certificate in accordance with the provisions of the Act;

means the eligibility criteria for selection of eligible securities for trading in the different
trading segments as prescribed by the Exchange duly approved by the Commission;

shall have the same meaning as ascribed thereto in the NCCPL Regulations;

means the price of a Security above the last executed price of that Security transacted
through the Exchange Trading System;

means the price of a Security without any difference from the last executed price of that
Security transacted through the Exchange Trading System;

means the price without any difference in the previous price of a transaction of a Security,
which was an Uptick, executed through the Trading System.
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Chapter 3: PAKISTAN STOCK EXCHANGE LIMITED

3.1. FIT & PROPER CRITERIA FOR DIRECTORS OF THE EXCHANGE:

3.1.1. Any person desiring to act as a Director on the Board or who is nominated as a member of any committee constituted by
the Exchange or the Board shall be required to fulfill the “Fit & Proper Criteria”, details of which are specified in
Annexure-3A to this chapter. The decision of the Exchange in this regard shall be final and binding on the person
desiring to become a Director on the Board.

3.2. CONFLICT OF INTEREST:

3.2.1. ltis the responsibility of each Director to act in the best interests of Capital Market and Investors and to refrain from any
conduct that may be considered to be adverse or contrary to capital market and interests of Investors.

3.2.2. Each Director should disclose to the Board before a Board meeting, any conflict of interest with respect to any item
forming part of agenda of such meeting.

3.2.3. Director should not participate in any deliberation, decision making, proceeding, investigation or disciplinary action by the
Exchange in the case of a conflict of interest.

Explanation: A "conflict of interest" exists when a Director's private interest is inconsistent with or opposed to, or gives
the appearance of being inconsistent with or opposed to, capital market and Investors interests. Such conflicts of interest
may arise not only as a result of a direct personal interest, but also indirectly as a result of the personal interests of a
member of his family or organizations affiliated with the Director.

3.3. POWERS OF THE EXCHANGE:
3.3.1. The Exchange shall have such powers as are conferred on it by or under:

(a) The Ordinance;

(o) The Securities Ordinance and Securities Rules made thereunder;

(c) The Demutualization Act and Demutualization Regulations made thereunder;

(d) The Memorandum and Articles of Associations of Exchange;

(e) PSX Regulations;

(f) The decisions, notices, guidelines, clarifications and circulars issued by the Commission from time to time; or
(g) Any other law for the time being in force.

3.3.2. Unless the contrary intention appears, powers conferred on the Exchange by or under PSX Regulations shall be
exercised in such manner as the Board may from time to time prescribe in this behalf.

The Exchange shall have the power to implement and amend PSX Regulations subject to prior approval from the
Commission.

3.4. DEPOSIT, FEE, CONTRIBUTION AND OTHER SUMS:

3.4.1. In consideration for the facilities and services provided by the Exchange; the TRE Certificate Holders, listed companies
and other person shall pay the deposits, fee, contribution and other sums specified by the Exchange in the deposits, fee,
contribution and other sums Schedule with the approval of the Commission from time to time. The said schedule shall
also stipulate the minimum basic deposits required to be deposited by the Brokers for each trading segment, fee,
contribution and other sums payable and the time by which, or period within which, the Deposits, Fee, Contributions and
other Sums should be paid.

3.4.2. Such deposits may be utilized by the Exchange for any purpose whatsoever and shall be refundable (if any) by the
Exchange upon deactivation of admission to the relevant trading segment. However, the refund shall be made after
making deductions on account of fee, contributions, fine, penalties and other sums payable by the deactivating TRE
Certificate Holder under or pursuant to PSX Regulations or losses, damages, costs and expenses suffered or incurred by
the Exchange due to failure of the deactivating TRE Certificate Holder to comply with PSX Regulations during the period
of its admission to the Exchange Trading Systems.

3.4.3. The Exchange shall notify the concerned TRE Certificate Holders any change in respect of deposits, fees, contribution
and other sums prior to its implementation.

3.5. DESIGNATED TIME SCHEDULE:

3.5.1. The Exchange shall notify to all the concerned the designated time schedule in relation to trading and other support
system services in accordance with PSX Regulations.

3.5.2. The Exchange shall promptly notify all the concerned of any changes to the designated time schedule prior to its
implementation.

3.5.3. In case a meeting of the Board is not possible to be held to take decision with regard to extending or curtailing the
designated time for any activity defined in the designated times schedule, the Managing Director of the Exchange may
take such interim decision. However, such decision will be placed before the Board for ratification in its immediate next
meeting.
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3.6.

3.7.

3.7.1.

3.7.2.

3.7.3.

3.7.4.

3.8.
3.8.1.

3.8.2.

3.9.

3.9.1.

3.9.2.

HOURS OF OPERATION:

Normal hours of operation of the Exchange for trading through Trading Systems shall be notified by the Exchange with
the approval of the Board from time to time.

DISSEMINATION OF RELATED INFORMATION BY THE EXCHANGE TO OTHER MARKET ENTITIES:

The Exchange shall disseminate the appropriate information to the CDC, NCCPL, all other Stock Exchanges, the PMEX
and the Commission; relating to voluntary switching off of the trading terminals upon the request of Broker, suspension,
cancellation, forfeiture of TRE Certificate, declaration of default, non-renewal or cancellation of registration as a Broker by
the Commission, suspension of any or all of the privileges of TRE Certificate Holder including restriction and/or
suspension of trading terminals or any similar penal action(s) taken against such TRE Certificate Holder by the Exchange
under PSX Regulations for taking required actions, if any, at their end. The Exchange shall also place such information
on its website for the general public preferably on the same day on which such action is taken, but not later than the time
of opening of market on the next trading day.

Provided that prior to issuance of notice for deactivation of a TRE Certificate Holder as a Broker, the Exchange shall
ensure that no settlement is pending against such Broker.

Furthermore, the Exchange shall also immediately publish public notice(s) regarding cancellation or forfeiture of TRE
Certificate and declaration of default against such Broker in widely circulated newspapers of Pakistan in Urdu and
English languages.

For the purpose of effective and timely implementation of above actions, the Exchange in case of restriction on trading
terminals for closing-out the open outstanding positions of a Broker shall specify and inform to the CDC and NCCPL
about the actions which are required to be taken by them against such Broker.

Where the cause of suspension or restriction of complete trading terminals or trading rights of a Broker/TRE Certificate
Holder is removed to the satisfaction of the Exchange, the Exchange shall give its consent to the CDC and NCCPL for
restoration of their respective services offered to such Broker/ TRE Certificate Holder.

On the request of Broker, the Exchange may allow reactivation of Trading Systems of a Broker deactivated due to the
following reasons within 10 business days:

(a) Failure to submit capital adequacy certificate within the stipulated time; provided that the Broker has submitted the
capital adequacy certificate to the Exchange; or

(b) On request of Broker for closure of its business activities for a certain period.
However, this time period can be reduced, if such Broker provides cogent reasons to the satisfaction of the Exchange
for earlier reactivation of Trading Systems.

SHARING OF INFORMATION AMONGST THE COMMISSION, EXCHANGE, CDC AND NCCPL:

In case of suspension, cancellation or forfeiture of TRE Certificate, default of Broker or expiry of Broker registration, the
Exchange may request the Commission, CDC, NCCPL or other Exchanges to provide any relevant requisite information.

The Exchange, CDC and NCCPL under intimation to the Commission, shall update themselves, biannually, about the
latest status of their Brokers, Broker Participants and Clearing Brokers.

EXCHANGE’S POWER TO TAKE CONSEQUENTIAL ACTIONS AGAINST A UIN ON ITS NON-COMLIANCE WITH
NCCPL REGULATIONS:

NON OR PARTIAL PAYMENT OF CAPITAL GAIN TAX (CGT) BY A TRE CERTIFICATE HOLDER ON ITS OWN OR
CLIENTS’ BEHALF TO NCCPL UNDER NCCPL REGULATIONS:

In case NCCPL notifies to the Exchange regarding restriction of a UIN due to default on payment of CGT, either fully or
partially, the Exchange shall restrict such UIN from taking new position in any Market. However, squaring-up of open
position(s) shall be allowed for such restricted UIN.

However, upon removal of cause of action against such UIN by NCCPL and receipt of notice from NCCPL in this regard,
the Exchange shall remove restriction imposed on such UIN.

FAILURE TO DEPOSIT MARK-TO-MARKET LOSSES AND/OR OTHER APPLICABLE MARGINS IN MARGIN
TRADING SYSTEM (MTS):

In case NCCPL notifies to the Exchange regarding suspension of a UIN, acting as financee in the MTS, due to default on
payment of Mark-to-Market Losses and/or other applicable margins in MTS within stipulated time, the Exchange shall
restrict such UIN from taking new position in any market.

However, upon removal of cause of action against such UIN by NCCPL and receipt of notice from NCCPL in this regard,
the Exchange shall remove restriction imposed on such UIN.
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3.10.

3.10.1.

3.10.2.

3.11.

3.11.1.

3.11.2.

EXCHANGE’S POWER TO IMPOSE RESTRICTIONS ON A BROKER CONSEQUENT UPON IMPOSITION OF
RESTRICTIONS ON SUCH BROKER BY CDC AS ITS PARTICIPANT:

In case CDC notifies to the Exchange regarding imposition of restriction on a Broker as its participant due to breach of its
regulations concerning the Custody Position, as defined in CDC Regulations, or any other provision of CDC
Regulations, the Exchange shall take consequential restrictive actions against such Broker in line with the restrictions
imposed under CDC Regulations.

Upon removal of restriction on such Broker by CDC and receipt of notice from CDC in this regard, the Exchange shall
remove consequential restriction imposed on such Broker

.EXCHANGE’S POWER TO SUSPEND A BROKER CONSEQUENT UPON ITS SUSPENSION BY CDC AS ITS

PARTICIPANT:

In case CDC notifies to the Exchange regarding suspension of a Broker as its Participant due to its non-compliance with
its regulations concerning the Custody Position or any other provision of CDC Regulations, the Exchange shall also
suspend such Broker.

Upon removal of suspension of Broker by CDC and receipt of notice from CDC in this regard, the Exchange shall remove
suspension of such Broker.
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FIT & PROPER CRITERIA FOR DIRECTORS

Eligibility of any person desiring to act as a Director on the Board of Directors of the Exchange, including any person who is by
virtue of his office a Director on the Board of Directors, and any person nominated as a member of a committee constituted by
the Exchange or Board shall be judged on the basis of the following criteria, which shall be in addition to meeting requirements
stipulated under the Companies Ordinance, 1984 relating to eligibility of a director:

@) Integrity, Honesty and Reputation:

(i)

(ii)

(iii)

(iv)

V)

(vi)

(vii)

He has not been convicted in any criminal offence or directly involved in any settlement in civil/criminal
proceedings in a court of law, particularly with regard to investments, financial/business misconduct, fraud/forgery,
breach of trust, financial crime etc. and/or it has not been concluded by any regulatory authority that he has been
associated with any unauthorized financial activity including illegal brokerage business.

He is not a party in litigation against Commission in respect of any criminal offence or a matter relating to non-
payment of investor claims or in any other manner prejudicial to the interest of investors and general public.

TRE Certificate_or registration of the person or any company in which he was a director during the last three years
has not been suspended/cancelled by the Commission, any other regulatory authority, any professional body,
association or any relevant entity i.e. the stock or commodity exchange, depository company or clearing
company.

Provided that eligibility of a person may be considered on the basis of prior clearance obtained from any such
organization that suspended/cancelled the TRE Certificate or registration.

He has not been disqualified/removed from the post of Chief Executive, Chairman, Director, CFO or from any
other senior management position* of a company by the Commission or any other regulatory authority.

No investigation/enquiry, conducted under Section 29 of the Securities and Exchange Commission of Pakistan
Act, 1997, Section 21 of the Securities and Exchange Ordinance, 1969, Section 263 or Section 265 of the
Companies Ordinance, 1984, has been concluded against him by the Commission, with any adverse findings,
either in personal capacity or as a director of a company during the past three years.

An order restraining, prohibiting or debarring him from dealing in securities in the capital market or from accessing
the capital market has not been passed; or penalty of Rs.500,000/- or more has not been imposed on him by the
Commission in the last three years, in respect of any laws administered by the Commission.

Provided that a person may be considered eligible in case a period of at least three years from the date of expiry
of the period specified in the order for which such person has been restrained/prohibited/debarred has elapsed.
He has not provided false or misleading information either to the Commission or to any of the relevant entities.

(b)  Experience, Qualification and Management:

(i)
(ii)

(iii)

He has management/business experience of at least 5 years at senior management position.

He has at least three years’ experience in the field of capital markets, banking, mutual fund industry, financial
services, corporate sector or any other field ancillary to the capital markets.

He holds professional qualification and/or at least graduation from a university duly recognized by the Higher
Education Commission of Pakistan or foreign qualification of equivalent level.

Where a person possesses 15 years of experience and knowledge of the capital markets, depositories,
commodities market, or in the areas relating to corporate governance, law, information technology, banking,
business and industrial concerns or other closely related discipline, the minimum qualification requirement may be
relaxed on case to case basis by the Exchange, under intimation to the Commission.

Provided that in case of Directors to be appointed by the Commission, such relaxation may be granted only by the
Commission.

(c) Solvency and Financial Integrity:

(i)
(ii)

(iii)
(iv)
)

He has not been adjudged as insolvent or suspended payment of debts or has compounded with his creditors.

He has not been convicted by a court of competent jurisdiction as a defaulter in payment of any loan to a financial
institution including banking company, a Development Financial Institution or a Non-Banking Financial Institution.
No overdue payment is reflected against him in the latest CIB report. Provided that such person will be eligible if
he clears his name by settling his dues.

It has been established that he, in his individual capacity or as director of a company has not been in default of
payment of dues owed to any investor.

His name is borne on the Register of National Tax Payers.

(d)  Additional Criteria for Directors Appointed by the Commission:

@

(ii)

He has no relationship with the Exchange that would interfere in him exercising independent professional
judgment as a Director and he can be reasonably perceived as being able to exercise independent business
judgment without being subservient to any apparent form of interference.

He is not a Broker or a director, officer, sponsor or direct shareholder of any Broker of any stock exchange in
Pakistan.
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(iii)

(iv)
v)

*%

Provided that his immediate family member** is also not a Broker or director, officer or sponsor of any Broker of
any stock exchange in Pakistan and/or the combined shareholding of the immediate family members** in any
brokerage house does not exceed twenty percent.

Provided further that it shall be mandatory to disclose any such shareholding to the Exchange and the
Commission at the time of submission of the Form and Undertaking attached as Annexure 3A-1 and 3A-2
respectively.

He has no personal services contract(s) with the Exchange or is not currently serving as its employee and has not
been employed at any position of the Exchange within the past two years.

He is not simultaneously serving as a Director on the Board of more than seven listed companies.

He is not engaged by a listed company in an executive role related to investment in capital markets whether in the
capacity of director or otherwise.

Senior management position wherever referred to in these criteria includes:

a.

Se@~oo00T

Any executive, including the chief executive or any officer acting as second to chief executive officer including
chief operating officer or by whatever name called;

Chief financial officer, head of accounts or head of finance;

Head of internal audit;

Head of credit or risk management;

Head of operations;

Head of treasury or chief investment officer;

Head of law, company secretary or compliance officer; and

Any other position, by whatsoever name called, which may be construed as a senior management position.

Immediate family member wherever referred in these criteria means spouse, children and parents.

The Fit & Proper Criteria is perpetual in nature and the Exchange shall ensure compliance with the provisions of the Fit
& Proper Criteria.

All directors must inform the Exchange of any change in the submitted information that may potentially affect their status
of directorship, within 48 hours of knowledge of such change.

Any person desiring to act as a Director on the Board of Directors of the Exchange shall submit duly filled Form and
undertaking appearing hereunder as Annexure 3A-1 & 3A-2 respectively. Any person nominated as a member of any
committee shall submit duly filled form 3A-1 to the extent applicable.
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Annexure 3A-1

INFORMATION TO BE PROVIDED BY PERSONS DESIRING PROSPECTIVE DIRECTORSHIP ON THE BOARD OF THE

PAKISTAN STOCK EXCHANGE LIMITED

Curriculum Vitae/Resume containing:

(@)

Name:

(b)

Father’'s or Husband Name:

©

CNIC # (attached copy):

(d)

Latest photograph:

(€)

Nationality:

®

Age:

)

Contact details:

i) Residential address:

i) Business address:

i)  Tel:

iv)  Mobile:

v) Fax:

vi) E-mail:

()

National Tax Number:

(U}

Present occupation:

@

Qualification(s):

i)  Academic:

i)  Professional:

(k)

Experience: (Positions held during the last 10 years along with name and address of
company/institution). Information to be provided on the following sample format*.

Sr. No. Name of Organization Designation Period

From Till

1. Company A
2. Company B

1. Nature of directorship: [] Executive [l Non-executive
2. Status of directorship: []  Nominee director ] Elected Director
*

Number of shares subscribed or held

Nominated by (name of shareholder/ nominating entity)

Names of companies, firms and other organizations of which the proposed person is presently a
director, partner, office holder or major shareholder (Information to be provided on the following sample
format*)

Sr. No. Name of Organization Designation Period

From Till

1. Company A

2. Company B

In the case of nomination of director by a corporate Broker the date of board of directors’ meeting in which the
nomination of proposed director was approved. (Attach copy of the minutes of the meeting of the board of
directors)

Names of any persons on the board of the Pakistan Stock Exchange Limited who are related to the applicant.

Signature

*use additional sheets if required
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Annexure 3A-2

AFFIDAVIT BEFORE THE SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN / PAKISTAN
STOCK EXCHANGE LIMITED

(On Stamp Paper of Appropriate Value)

I, son/daughter/wife of adult, resident of
and holding CNIC/Passport No.

do hereby state on solemn affirmation as under:-

1. That | am eligible for the position of Director according to the Fit & Proper Criteria prescribed for the position of Directors,
as per these Regulations.

2. That | hereby confirm that the statements made and the information given by me are correct and that there are no facts
which have been concealed.

3. That | have no objection if the Pakistan Stock Exchange Limited or the Securities and Exchange Commission of
Pakistan requests or obtains information about me from any third party.

4. That | undertake to bring to the attention of the Pakistan Stock Exchange Limited any matter which may potentially affect
my status for the position of Director as per the Fit and Proper Criteria specified by the Pakistan Stock Exchange
Limited.

5. That all the documents provided to the Pakistan Stock Exchange Limited, are true copies of the originals and | have

compared the copies with their respective originals and certify them to be true copies thereof.

DEPONENT
The Deponent is identified by me
Signature
ADVOCATE
(Name and Seal)
Solemnly affirmed before me on this day of at by the Deponent above named
who is identified to me by , Advocate, who is known to me personally.
Signature

OATH COMMISSIONER FOR TAKING AFFIDAVIT
(Name and Seal)
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Chapter 4: TRADING RIGHTS ENTITLEMENT (TRE) CERTIFICATE

4.1. COMPLIANCE WITH ACT/REGULATIONS:

The TRE Certificate may be conferred by the Exchange on such terms and conditions, rules, regulations, procedures or
guidelines made hereunder in accordance with the provisions of the Act, Securities Ordinance, rules and regulations
made thereunder including PSX Regulations as it may determine or amend them from time to time and the
Memorandum of Association and Articles of the Exchange.

4.2. ENTITLEMENT OF TRE CERTIFICATE HOLDER TO TRADE:

Subject to fulfilling the conditions required under PSX Regulations, the TRE Certificate Holder who are registered with
the Commission as a Broker under the Brokers and Agents Registration Rules, 2001 shall be eligible to trade on the
Exchange and engage in the business of executing trades/transactions in Securities for their own account or on account
of their clients. The TRE Certificate Holder shall carry out its business in accordance with applicable laws and will give
paramount consideration to safeguarding the interest of Investors and general public and protection of the assets of its
clients.

4.3. ISSUANCE OF TRE CERTIFICATES BY THE EXCHANGE:
4.3.1. INITIAL SHAREHOLDERS:

The Exchange within thirty (30) days of having granted approval under sub-section (2) of Section 4 of the Act, shall issue
a TRE Certificate to each Initial Shareholder.

4.3.2. OTHER THAN INITIAL SHAREHOLDERS:

The Exchange may invite offers from the eligible persons who also meet the Fit & Proper Criteria for registration as a
Broker; through publication of a notice to general public in widely circulated English and Urdu newspapers for issuance
of TRE Certificates in the manner prescribed by the Commission.

Till the time the restrictions imposed by the Act on the number of TRE Certificates to be issued by the Exchange are in
place, the Board shall prescribe a mechanism with the prior approval of the Commission for selecting the applicants out
of total applicants where the number of applications for issuance of TRE Certificates exceed the maximum number of
TRE Certificates to be issued.

4.4. APPLICATION TO THE EXCHANGE AND ELIGIBILITY CRITERIA FOR OBTAINING TRE CERTIFICATE:

Any person desirous of obtaining a TRE Certificate shall submit a duly signed application in writing to the Exchange in
such form and accompanied by such documents as may be prescribed by the Exchange from time to time, subject to
approval by the Commission. The applicant must meet the following eligibility criteria for obtaining TRE Certificate:

4.4.1. The applicant must be a Public or a Private company as defined in the Companies Ordinance, 1984 (XLVII of 1984);
4.4.2. The applicant must have a minimum issued and paid-up capital of Rs.50 million;

4.4.3. The Chief Executive of the applicant company must be a citizen of Pakistan and should not be on the board of any
company whose principal activity is investing/ trading in securities market;

4.4.4. The directors/ sponsors/ substantial shareholders of the applicant have not held the office of the directors or have been
sponsors/substantial shareholders in any company viz TRE Certificate Holder or a Member prior to the date of
demutualization, which had been declared defaulter or expelled by the Exchange or whose TRE Certificate has been
cancelled/forfeited by the Exchange;

Explanation: For the purpose of this chapter the term “Substantial Shareholder” shall mean shareholder having more
than 10% shareholding in the TRE Certificate Holder's company.

4.45. At least two Directors of the applicant including the Chief Executive must have a minimum academic qualification of
"Graduation" from a university duly recognized by the Higher Education Commission of Pakistan or foreign qualification
of equivalent level and have at least 2 years of senior level experience in the securities market. However in the case of a
Single Member Company (SMC) incorporated under the Ordinance, the number of directors including the Chief
Executive, may be reduced to one instead of two;

4.4.6. The applicant company must not be engaged in any business other than that of a Broker or other related business as
approved by the Commission from time to time;

4.47. No applicant shall be admitted as TRE Certificate Holder of the Exchange if that applicant or any of its
directors/sponsors/substantial shareholders:

(@) Has been adjudged bankrupt or he has been proved to be insolvent even though he has obtained his final
discharge;

(b) Has compounded with his creditors for less than full discharge of debts;

(c) Has been convicted of an offence involving a fraud or dishonesty;

(d) Has been at any time expelled or declared a defaulter by a Stock Exchange/PMEX or it has been debarred from
trading in securities by any regulatory authorities including Commission or any court of law;
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4.5.

4.5.1.

4.5.2.

4.5.3.

4.5.4.

4.5.5.

4.5.6.

4.5.7.

4.5.8.

4.6.

(e) Incurs such disqualification under the provisions of any applicable laws, rules and regulations for the time being in
force, so as to prohibit or debar such person from seeking TRE Certificate;

(f) Fails to satisfy Exchange that it has adequate staff, resources, risk management and internal control policies,
procedures and systems available to effectively perform its obligations as a TRE Certificate Holder. The Exchange
may accept an undertaking from the applicant at the time of submission of application for issuance or transfer of
TRE Certificate that the applicant will comply with the aforesaid condition before TRE Certificate is
granted/transferred to it by the Exchange; and

(9) Fails to satisfy any other condition imposed by the Board.

TRANSFER OF TRE CERTIFICATE:

A TRE Certificate Holder, holding transferable TRE Certificate, desiring to transfer its TRE Certificate must submit a
written application, complete in all respect, to the Exchange duly signed by both the transferor and transferee, in such
form and accompanied by such documents as may be prescribed by the Exchange from time to time, in accordance with
the provisions of the Act, the Demutualization Regulations and PSX Regulations;

In case of an active TRE Certificate Holder filing his application for transfer, such TRE Certificate Holder shall also
submit a Bank Guarantee or a guarantee by one of the existing TRE Certificate Holders of the Exchange, or a guarantee
by an incoming TRE Certificate Holder or any equivalent security in a manner as may be acceptable to the Exchange to
the extent of an amount prescribed by the Exchange with the approval of the Commission and valid for a period of two
years from the date of transfer of TRE Certificate in order to enable the Exchange to settle all valid claims if received
after the transfer of TRE Certificate.

The transfer application shall be accompanied by an auditor’s certificate confirming that the incoming TRE Certificate
Holder is having issued and paid-up capital as prescribed vide Regulation 4.4.2. above and maintains a net capital
balance as per rule 2(d) of Schedule 3 to the Securities Rules as amended from time to time.

An applicant who does not fulfill the Fit & Proper Criteria specified by the Commission from time to time as required
under the Demutualization Regulations made under the Act shall not be eligible and entitled to get TRE Certificate
transferred.

The Exchange shall ensure that not more than one transfer is registered in respect of a TRE Certificate issued to the
Initial Shareholder under Section 5 of the Act and no transfer should be registered in respect of additional TRE
Certificate which is issued under sub section (5) and (6) of Section 16 of the Act..

The Exchange may require transferor and transferee to provide such information as may be required for determining the
eligibility and fit and proper status for registering a transfer of TRE Certificate or for issuing NOC for such transfer.

In respect of notice period for transfer of TRE Certificate, the following procedure shall be adopted:

(@ IN CASE OF A TRE CERTIFICATE HOLDER WHO HAS BEEN INACTIVE FOR LAST 24 MONTHS FROM THE
DATE OF APPLICATION:

The notice period for inviting objections/claims from all the concerned persons shall be 30 days after the issuance of
notice.

(b) IN CASE OF ACTIVE TRE CERTIFICATE HOLDER:

The notice period for inviting objections/claims from all the concerned persons shall be 90 days after the issue of
notice.

Provided that each outgoing TRE Certificate Holder shall continue to be liable for any genuine claims received after
the abovementioned notice periods and shall give an undertaking to that effect to the Exchange.

MODES OF INVITING CLAIMS:

Broker shall invite claims from all the concerned persons including his clients through courier, personal delivery
method, facsimile or, email and publication through newspaper having circulation in all cities in which registered and
branch offices of the Broker are situated. Further, the Exchange shall also disclose such information through its
website and also by publication in two widely circulated newspapers in Urdu and English language.

Provided that in the event of an undertaking given by the transferee (on the format prescribed by the Exchange) to
settle all the objections/claims/liabilities of the outgoing TRE Certificate Holder, the Board may, even before expiry of
the 30 or 90 days’ notice period, as the case may be, consider and accept the transfer application.

In case the outgoing TRE Certificate Holder is a Participant of CDC and Clearing Member of NCCPL, it shall be required
to notify the CDC and NCCPL about its application made to the Exchange for transfer of TRE Certificate and shall also
submit to the Exchange, NOC of the CDC and NCCPL in this behalf.

APPLICABILITY OF ELIGBILITY CRITERIA ON CONTINUED BASIS:

The TRE Certificate Holders shall comply with the eligibility criteria as specified in clause 4.4. above relating to issuance
and transfer of TRE Certificate at all times.
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4.7.
4.7.1.

4.7.2.

4.7.3.

4.7.4.

4.8.

4.9.
4.9.1.

4.9.2.

4.9.3.

4.9.4.

Provided that the Board may waive/relax minimum educational qualification requirement in case the Chief Executive of a
brokerage house (which was a member of the Exchange prior to the Demutualization), has the stock market experience

of at least 5 years as a Broker or an Agent or director of any of the Brokers of the Exchange.

Provided further that, in the case of conversion of an individual TRE Certificate Holder into a corporate body within the
time period as provided in the Act, the minimum educational qualification requirement for the Chief Executive shall not
apply where the same individual continues as a Chief Executive of the corporate body.

Provided further that the eligibility criteria shall not apply to the Initial TRE Certificate Holders of the Exchange till the
time the Exchange, with prior approval of the Commission, notifies its application on such TRE Certificate Holders with
adequate notice period.

DECISION OF THE EXCHANGE:

The Exchange shall accept or reject an application for issuance of a TRE Certificate within 30 days and its decision shall
be final, conclusive and binding on the applicant. The Exchange may reject any application without assigning any reason.

The Exchange may only allow a transfer of TRE Certificate after all his liabilities are settled and there are no claims
whatsoever against him on the date of transfer in respect of any transaction or dealing made with any other TRE
Certificate Holder/Broker or Brokers of other Stock Exchanges or the Investors subject to PSX Regulations, NCCPL
Regulations or any other relevant capital market regulations or any violation thereof.

Further, in case of transfer of TRE Certificate, the BMC of the outgoing TRE Certificate Holder shall not be released by
the Exchange until the transfer process is complete or in case where the transferee has provided an undertaking to the
Exchange under clause 4.5.7., the BMC is deposited by such transferee.

Where an application for issuance of new or transfer of existing TRE Certificate is accepted, the Exchange shall issue a
TRE Certificate to the applicant or register the transfer, as the case may be, in compliance with the requirements of the
Act, Demutualization Regulations and PSX Regulations.

TRANSFER OF SHARES, CHANGE OF LEGAL STATUS AND OWNERSHIP:

The requirements of Demutualization Regulations shall be applicable for any change in control or change in legal status
of a TRE Certificate Holder.

RELINQUISHMENT/SURRENDER AS A TRE CERTIFICATE HOLDER:

A TRE Certificate Holder may after giving one month’s notice to the Exchange voluntarily surrender his TRE Certificate
and remove himself as a TRE Certificate Holder from the Exchange. However, the Exchange may only accept a TRE
Certificate Holder’s voluntary removal from the Exchange after all his liabilities are satisfied and there are no claims
whatsoever against him in respect of any money owed by him to any other TRE Certificate Holder/Broker or Brokers of
other Stock Exchanges or the Investors. The Exchange shall invite claims from Investors and other TRE Certificate
Holders and a 90 days period shall be provided for submitting claims. Provided that in the case of an inactive TRE
Certificate Holder, as described in Regulation 4.5.7.(a), the notice period shall be 30 days.

Provided further that in case of an active TRE Certificate Holder opting for voluntary surrender of TRE Certificate, such
TRE Certificate Holder shall also submit a Bank Guarantee or a guarantee by one of the existing TRE Certificate Holders
of the Exchange, or any equivalent security in a manner as may be acceptable by the Exchange to the extent of an
amount prescribed by the Exchange with the approval of the Commission and valid for a period of two years from the
date of surrender of TRE Certificate in order to enable the Exchange to settle all valid claims if received after the
surrender of TRE Certificate. Provided that such TRE Certificate Holder shall remain liable for any genuine claims
received after the abovementioned notice periods and shall give an undertaking to that effect to the Exchange.

No TRE Certificate Holder may sell, relinquish, transfer, pledge, mortgage or create any trust, charge, lien or any other
encumbrance over the TRE Certificate in physical form he holds, let, sublet, assign, alienate or otherwise dispose off his
TRE Certificate except with the prior written approval of the Exchange which may be given subject to any conditions
imposed by the Exchange which it may think fit. Nor he shall assign any of his rights, benefits or privileges as a holder of
TRE Certificate otherwise than in accordance with PSX Regulations.

Pending such approval, the PSX Regulations shall continue to bind TRE Certificate Holder who has given notice of
relinquishment as if such notice had not been given and the jurisdiction of the Exchange over holder of TRE Certificate,
his or its business, affairs and employees shall in no way be affected by such notice. The Exchange shall not be bound
or compelled in any way to recognize (even when having notice thereof) any dealing or disposition made in
contravention of PSX Regulations.

Further, a TRE Certificate Holder who individually or through any person acting in concert, directly or indirectly,
possesses a “Controlling Interest” in a TRE Certificate Holding Company may not relinquish, transfer, let, sublet, assign,
alienate or otherwise dispose off without the prior written consent of the Exchange. Every TRE Certificate Holder shall
submit pattern of shareholding in the format specified by the Exchange at the end of each quarter.

Upon acceptance of relinquishment request/notice as a TRE Certificate Holder by the Exchange, such TRE Certificate
Holder shall cease to be a TRE Certificate Holder of the Exchange. His name shall be removed from the register of TRE
Certificate Holders and shall be communicated to the Commission accordingly.
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4.10.

4.11.

4.12.
4.12.1.

4.12.2.

4.12.3.

4.12.4.

4.125.

ISSUANCE OF NOC PRIOR TO TRANSFER OF TRE CERTIFICATE:

A TRE Certificate holder, holding transferable TRE Certificate, may request the Exchange to provide a NOC before
entering into any transaction for the transfer of TRE Certificate. The Exchange may issue the NOC after satisfying itself
that the prospective transferee fulfills the eligibility and fit & proper criteria.

IN CASE OF ACTIVATION OR REACTIVATION OF A TRE CERTIFICATE HOLDER AS BROKER:

The Exchange shall issue notice for the activation or reactivation of a TRE Certificate Holder as a Broker provided that
the concerned Broker submits the following to the Exchange:

(@ A copy of valid Broker Registration Certificate confirming its registration as Broker with the Commission under the
Brokers and Agents Registration Rules, 2001;

(b) An original certificate of an Auditor confirming his Net Capital Balance as required under chapter 19 of these
Regulations;

(c) The list of signatories authorized to deal with the Exchange on its behalf;

(d) Basic Deposit as per Deposits, Fee, Contribution and other Sum Schedule along with letter of intention for trading in
the respective market;

(e) Collateral to meet the Base Minimum Capital as prescribed and determined under the chapter 19 of PSX
Regulations;

(f)  Proof of his registration as Broker Clearing Member (BCM) with the NCCPL and admission as a Participant with the
CDC;

(@) A letter to the Exchange informing details about its Proprietary UIN and Bank Accounts opened with settling banks
recognized by the Exchange for the purpose; etc.

ACCREDITED AGENT:
APPROVAL OF APPOINTMENT OF AGENT BY THE EXCHANGE:

(@ A Broker may appoint as many Accredited Agents as it require at any time.

(b) The approval of appointment of Accredited Agents will be granted by the Exchange on having given due notice to
the TRE Certificate Holders of the Exchange and subject to Registration with Commission under the Brokers and
Agents Registration Rules, 2001.

(c) The annual fees for the appointment and renewal of the Accredited Agents by the Exchange shall be paid by the
Brokers as prescribed by the Exchange from time to time.

POWERS OF AGENTS:

An Accredited Agent can transact business only on behalf of appointing Broker. He shall not make bargains or sign
contracts in his own name or in any other name except on behalf of or under the instructions of his Broker.

DATA BASE OF AGENTS:

The Exchange shall maintain a database of the Accredited Agents viz name, contact address, name of his employer,
date of joining and leaving of his employment or the withdrawal of his accreditation etc. The updated list of Accredited
Agents shall also be made available on Exchange’s website.

BROKER'S/EMPLOYER’S RESPONSIBILITY:

(@ Any Broker desirous of appointing an Agent shall have to make an application to the Exchange for appointment and
registration under Brokers and Agents Registration Rules, 2001 along-with an undertaking signed by such
Accredited Agent as provided in clause 4.12.5. below.

(b) A Broker terminating the employment or withdrawing the authorization of an agent shall notify immediately in writing,
the name of such Agent and the date of termination of his employment or the withdrawal of his authorization and
shall also publish the notice of Agent Registration Cancellation in at least one English and one Urdu widely
circulated newspapers of the country.

(c) After the notice given by the Broker, the Exchange shall issue a notice inviting objections and claims within 24 hours
and in case of no objection or claim is received; it shall proceed with the cancellation of such Agent in accordance
with these Regulations and procedures of the Exchange and circulate the notice sent by the Broker for information
of all concerned. However in case if any objection or claim received by the Exchange it shall proceed according to
the powers conferred to the Exchange under these Regulations.

(d) The Exchange shall forthwith give the notice of such employment, termination or withdrawal to all TRE Certificate
Holders and post the same upon the notice board and website of the Exchange.

(e) The responsibility of a Broker for the acts/bargains of his Accredited Agent shall continue until one day after the
notice of the termination of his employment or the withdrawal of his authorization received by the Exchange.
However, the acts/bargains already made by any such Accredited Agent prior to his termination or withdrawal of his
authorization shall continue to be the responsibility and binding on the Broker who was the employer of such
Accredited Agent.

UNDERTAKING FROM THE ACCREDITED AGENTS:

A Broker desirous of appointing an Accredited Agent shall submit an undertaking to the Exchange signed by such
Accredited Agent as follows:

(@ | shall maintain strict discipline at all times in the trading hall and the premises of the Exchange.
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4.13.

4.14.

4.15.

4.16.

4.16.1.

4.16.2.

4.16.3.

4.16.4.

(o) | shall do business on the Exchange in the name of and on behalf of my appointing TRE Certificate Holder only. |
shall not do any business on behalf of other TRE Certificate Holders of the Exchange directly as their constituent or
on account of their constituents.

(c) | shall at all times abide by the Regulations of the Exchange and will not act or indulge in any activities which might
prejudice the fair name or the interest of the Exchange or my appointing TRE Certificate Holder or other TRE
Certificate Holder.

RESEARCH REPORTS BY THE BROKER AND COMMUNICATION WITH MEDIA:
The Broker;

(@) May issue research reports on any Security only to his clients and shall not disseminate to the general public;

(b) Shall have formal written policy on the independence and objectivity of research that must be disseminated to all the
employees as well as its clients;

(c) Shall ensure that the person(s) designated to perform research possesses at least 5 years professional experience
in capital markets, depositories, commodities market, banking and related industrial concerns or other closely
related areas and holds at least graduation from a university duly recognized by the Higher Education Commission
of Pakistan or foreign qualification of equivalent level; or

(d) Shall ensure that the person designated to perform research possesses at least 2 years professional experience in
capital markets, depositories, commodities market, banking and related industrial concerns or other closely related
areas and holds licensing accreditation through Institute of Capital Markets of Pakistan;

(e) Shall ensure that the research reports and recommendations therein must have a reasonable and adequate basis
and are reviewed and approved by a supervisor or a dedicated review committee, as the case may be;

(f) Shall continuously monitor and audit the effectiveness of compliance procedures and keep the employees updated
with any changes in these procedures;

(9) Shall make disclosure relating to:

() Conflict of interest;

(i) Holding of particular Security by the research analyst, the brokerage house, associated companies and its
directors including the CEO;

(i) Disclaimer informing that investments in Capital Markets are subject to Market Risk and this publication should
not be construed as an offer, a solicitation or a recommendation to buy/sell any security and/or financial
instruments or offer to participate in any contract;

(iv) The sponsors, directors and employees of brokerage houses shall exercise due care and diligence and shall be
mindful of their obligations and responsibilities in the capacity of a regulated entity and capital market
intermediary while commenting or interacting with the media in any manner.

REPORT OF VIOLATION OF REGULATIONS:

Every TRE Certificate Holder of the Exchange shall immediately report to the Exchange of any violation of any provisions
of PSX Regulations by any TRE Certificate Holder, which may come into its notice.

The Exchange shall take necessary action in respect of such violations in accordance with these regulations.

PAYMENT OF FEE/DEPOSIT:

Each applicant shall be required to pay a fee, deposit, charges, contribution or any other sums to the Exchange with the
application for issuance or transfer of TRE Certificate, as prescribed by the Exchange from time to time with the approval
of the Commission.

DISCIPLINARY MATTERS:

A TRE Certificate Holder who in any manner contravenes the Act, the Ordinance, the Securities Ordinance and rules
made there-under, PSX Regulations, the Procedures, any conditions imposed on the approval of issuance or transfer of
a TRE Certificate or any other requirements imposed on a TRE Certificate Holder may be liable to disciplinary
proceedings. The disciplinary proceedings and the disciplinary powers that may be instituted or exercised against a
holder of TRE Certificate shall be determined by the Exchange in accordance with these regulations.

Without prejudice to the generality of above, the Exchange may exercise any of the following disciplinary powers against
a TRE Certificate Holder and connected persons:

(@ To impose a fine;
(b) To restrict/suspend its trading rights; or
(c) To cancel/forfeit/revoke its TRE Certificate.

A TRE Certificate Holder shall remain bound by PSX Regulations and the disciplinary procedures notwithstanding any
disciplinary proceedings being instituted against it, any conditions being imposed upon it or any of its rights being
suspended.

The Exchange, its officers, directors, employees, Agents or representatives or any other person or entity associated with
the Exchange shall have no liability whatsoever for any losses, damages, claims, legal costs or other expenses that a
TRE Certificate holder may suffer or incur, whether directly or indirectly (including any loss of profit or any damage or
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4.17.

4.17.1.

4.17.2.

4.17.3.

4.18.

4.19.
4.19.1

4.19.2

reputation) by reason of any disciplinary proceedings instituted or disciplinary measures taken pursuant to PSX
Regulations.

REGULATIONS FOR THE MAINTENANCE OF A STANDARDIZED ACCOUNT OPENING FORM:

The Brokers shall adopt the Standardized Account Opening Form (SAOF), attached as Annexure-| to this chapter, as
amended from time to time, for all their Account Holders.

Explanation:

SAOF contains the minimum Terms and Conditions which are equally binding on the Broker and Account Holder(s).
However, in order to protect the rights of the concerned parties, the Brokers may include additional terms and conditions
preferably in separate section to the SAOF, as long as such terms and conditions do not, in any way, negate or
undermine any other applicable laws, rules, regulations, directives/notices/circulars of the Commission, the Exchange
etc., and the terms and conditions laid down in the said SAOF.

Brokers shall incorporate any amendments in SAOF for their new Account Holders immediately and bring the same into
conformity through addendums for their existing Account Holder(s) within 3 months from the publication of such
amendments in the Official Gazette of Pakistan or any other time period specified by the Exchange from time to time with
prior approval of the Commission. After expiry of such period the Brokers shall not allow any Account Holder to purchase
further securities without complying with the above requirement.

Any amendment in the SAOF pertaining to roles and responsibilities of Brokers shall be binding on them after 7 days’
notice to market participants by the Exchange, whether or not such amendments have been incorporated in the manner
specified above.

KNOW YOUR CUSTOMER AND CUSTOMER DUE DILIGENCE:

The Brokers shall formulate and implement an effective Know Your Customer (KYC) and Customer Due Diligence (CDD)
internal policy and framework in accordance with the guidelines issued by the Exchange, with the prior approval of the
Commission and any notices or circulars issued by the Commission from time to time. The KYC and CDD policy should
be approved by the Board of Directors of the Broker, if it is a Corporate Brokerage House, and must be appropriately
communicated to every agents and branches of the Broker. The Brokers shall also ensure that the above-mentioned
policies are effectively disseminated to and understood by the relevant personnel.

SEGREGATION OF CLIENTS’ ASSETS BY THE BROKERS:

The Brokers shall ensure that the assets belonging to their clients are kept separated from the assets of the Broker. For
this purpose, the Broker:

(@ shall maintain separate bank account(s), with word “clients” in the title, which will include all funds of their clients
along with record/breakdown of clients’ balances. The Broker may keep clients’ unutilized funds in a profit-bearing
bank account and in such case, shall pass on profit earned on these funds to the clients out of the total profit
accrued on such funds, as mutually agreed in writing between the Broker and his clients;

(b) shall maintain separate sub-accounts under his Participant Account in Central Depository System (CDS) for each of
his clients to maintain the custody of margins deposited by the clients in the form of securities and securities bought
for clients;

(c) may maintain a Collateral Account under his Participant Account in CDS for all clients. This account shall be used
exclusively for instances where outstanding payment has not been received from clients in respect of securities
purchased on their behalf and relevant purchase obligation is to be settled. In such cases, the Broker will be allowed
to transfer the securities on the respective settlement date from the respective sub-account to the Collateral Account
for a maximum period of three (3) settlement days only to the extent of the transaction volume for which the client’s
payment is outstanding for whatsoever reason and comply with relevant requirements contained in the CDC
Regulations. The Broker shall, in addition to the electronic reporting of such transfers through ways and means as
specified by the Exchange report the Exchange in writing explaining the reason for utilizing the Collateral Account
and/or for holding client’s securities immediately after such transfer. The notice from the Broker will be accompanied
with following documents:

(i) Non-payment notice served on the client through courier, personal delivery method, facsimile, email or properly
recorded telephone line, advising him to make payment by the close of banking hours on the next business day
after the settlement day and notifying that, otherwise the Broker shall have a right to dispose of the required
securities to cover the shortfall in the client’s account at client’s risk and cost;

(i) Client's sub-account and Collateral Account Activity Report of movement date and;

(i) Documentary evidence substantiating the genuineness and circumstances of the reason for non-payment by
the client which may include failure of client to pay in time due to non-clearance of client's cheque, any natural
calamity, law and order situation, non or delayed functioning of an automated procedure, e.g., NIFT.

Provided that for a particular client, the Broker is allowed to transfer securities from the sub-account of client to
the Collateral Account only once in a calendar month.

Except as permitted above, the clients’ funds and securities shall not be used by the Broker for any purpose other than
as authorized by the client in writing in the manner and procedure prescribed by the Exchange and/or CDC. The Broker
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4.19.3

4.19.4

4.19.5

shall be obliged to maintain and furnish documentary evidence to substantiate the compliance with the above regulations
as and when required by the Exchange.

On the basis of documents mentioned under sub-clause 4.19.1.(c), the Exchange shall determine if the requisite
documents substantiate the transfer of client’s securities by the Broker and shall maintain a database of such transfers.
Exchange may also carryout enquiry and/or special audit in relation to non-compliance with this regulation.

In case of non-compliance on the part of the Broker, as mentioned in sub-clause 4.19.1.(c), is established, after enquiry
and providing opportunity of hearing, the Broker shall be liable to pay penalty of 1.0% of the market value of securities
moved, subject to a maximum penalty of Rs.50,000/-.

Provided that warning may be issued once on the first instance of non-compliance by the Broker subsequent to
implementation of automated settlement mechanism.

Where non-compliance of sub-clause 4.19.2 and 4.19.3 by a Broker is established, the Exchange may, after providing an
opportunity of being heard to the Broker, impose penalty on such Broker in the manner provided in sub-clause 4.19.4.

4.19.6.(a) The Broker shall submit to the Exchange “Clients’ Assets Segregation Statement” as per format prescribed by the

Exchange within fifteen (15) days of the end of the latest fortnight.

4.19.6.(b) The Broker within fifteen (15) days of the close of its financial year shall submit an annual “Clients’ Assets Segregation

Statement”, duly verified by its Statutory Auditor.

4.19.7 Where non-compliance of Clause 4.19.6 by a Broker is established, the Exchange may, after providing an opportunity of

4.20.

4.21.

4.21.1.

4.21.2.

4.21.3.

4.21.4.

4.21.5.

4.21.6.

4.22.
4.22.1.

being heard to the Broker, impose following restrictions and/or penalty on such Broker:

(@) the operation of its all trading terminals may be switched off by the CRO after serving three (3) working days’ notice
for ensuring compliance with the sub-clause 4.19.6.

(o) The Exchange may restore trading terminals of the Broker upon its full compliance with sub-clause 4.19.6 and
payment of a penalty of Rs. 100,000/ for each default to the Exchange

CONFIRMATION OF CLIENTS’ ORDERS BY TRE CERTIFICATE HOLDERS/ BROKERS:

Whenever an order of any client has been executed by a Broker, confirmation of such execution shall be transmitted to
the said client by the Broker within 24 hours of the execution of such transaction through any previously agreed mode of
communication as specified in the SAOF. The confirmation order shall precisely include the following specific
information:

(a) Date on which order is executed;

(o) Name and number of securities;

(c) Nature of transaction (SPOT, Ready, Future, Leveraged Market, Debt Market and also whether bought or sold);

(d) Price;

() Commission rate;

()  Whether the order is executed for the TRE Certificate Holder's own account or from the market. {Rule 4(4) of
Securities & Exchange Rules, 1971)}.

Fines:

Once it is established that the Broker is in violation of the above order confirmation requirements, the Chief Regulatory
Officer shall impose a fine amounting to not less than Rs.10,000/- per default but not exceeding Rs.25,000/- per default.

GENERAL OBLIGATIONS OF TRE CERTIFICATE HOLDERS/BROKERS RELATING TO LEVERAGED MARKETS:

In addition to any obligation of a Broker/TRE Certificate Holder under the applicable laws, agreements or as specified in
the SAOF, the Broker shall ensure the following:

No transaction is executed by the Broker on behalf of a client in the Leveraged Market unless an appropriate agreement
has been executed between the broker and such client.

All risks involved in the relevant transactions have been fully disclosed and the broker has obtained a written
confirmation from its clients that they have understood and have the ability to bear the risks in such transactions.

The options available to a client in respect of various financing facilities in the securities markets have been fully
disclosed and explained to the clients.

All provisions of the Anti-Money Laundering Act, 2010 (Act VII of 2010) and any rules and regulations made there-under
are complied with at all times.

The credit worthiness of clients is evaluated through a proper credit risk assessment methodology and credit limits are
assigned to each client beyond which the client shall not be allowed to take a position in the Leveraged Market.

Maintenance of records evidencing compliance with the aforesaid obligations and that such records remain available for
inspection by the Commission or any other person authorized to do so, at any time.

TRADING BY EMPLOYEES OF BROKERAGE HOUSES:

The TRE Certificate Holders may allow securities trading to their employees only through their own brokerage houses.
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4.22.2.

4.22.3.

4.22.4.

4.22.5.

4.23.

4.24.

4.25.

The TRE Certificate Holders shall register their all employees into the UIN database with all registration details including
their respective designations and update/modify the registration details whenever any change occurs.

The TRE Certificate Holders shall ensure that while trading, the concerned employee strictly observes the Code of
Conduct prescribed by the Exchange, which is annexed in Annexure-II to this chapter.

The Exchange will monitor compliance of this Regulation including Code of Conduct. Any breach/violation by the TRE
Certificate Holder or its employees will attract penalties on the concerned TRE Certificate Holder as may be prescribed
by the Exchange from time to time.

A TRE Certificate Holder shall not allow trading on behalf of another TRE Certificate Holder's employees. TRE
Certificate Holders shall use the facility mentioned in Regulation 4.22.2. above for this purpose.

Provided that nothing contained in this Regulation shall be applicable on employees of TRE Certificate Holders not
registered as Brokers with the Securities & Exchange Commission of Pakistan under the Brokers and Agents
Registration Rules, 2001 at the relevant time, who may trade in the securities through other brokerage houses under
intimation to the concerned non-broker TRE Certificate Holders and the Exchange.

Penalty:

The Exchange in its sole discretion may impose a penalty of up to Rs.100,000/- on the TRE Certificate Holders for any
single breach/violation of this Regulation including the Code of Conduct by the TRE Certificate Holders or their
employees.

MANDATORY PROVISION OF QUARTERLY ACCOUNT STATEMENT TO CLIENTS:

Every Broker shall provide within 15 working days of end of each quarter a quarterly account statement to each of its
clients through acceptable mode of communication as provided under Standardized Account Opening Form prescribed
under chapter 4 of PSX Regulations. The statement must include inter alia the following information for the reporting
period:

(@) Cash ledger statement showing opening and closing cash balances; all receipts and payments of money and
settlement-wise money obligation debited or credited to the client account;

(b) Securities positions as per back office record of the Broker showing status of available and pledged securities and
reconciliation for any differences between back office record and CDS record; and

(c) Securities positions as per CDS record.

STATUTORY AUDIT OF THE BROKERAGE HOUSES:

All Corporate Brokerage Houses shall have their statutory audit conducted from an auditor enlisted within Category ‘A’ or
‘B’ of the SBP’s Panel of Auditors.

RECEIPT / PAYMENT OF AMOUNT FROM / TO CUSTOMERS BY THE BROKERAGE HOUSES:

The Brokerage Houses shall receive/make payments of Rs. 25,000/- and above from/to customers drawn on customer’s
own bank account/in the name of customers only in the manner as provided in Standard Terms and Conditions of
Standardized Account Opening Form prescribed under chapter 4 of PSX Regulations.
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Annexure-I|

[NAME OF THE BROKER]

Broker,

Stock Exchange

(Address of Head Office and concerned Branch Office)

Broker Registration No.

ACCOUNT OPENING FORM

NOTE 1: EACH AND EVERY COLUMN MUST BE FILLED IN
NOTE 2: EACH PAGE OF THIS FORM WILL BE DULY SIGNED BY THE ACCOUNT HOLDER(S) AND THE BROKER

NATURE OF ACCOUNT:

SINGLE: JOINT:

L]

CLIENT ID / ACCOUNT NO.

COMPANY:

L]
[ ]

CDC ACCOUNT NO.

ACCOUNT HOLDER

JOINT ACCOUNT HOLDER

ACCOUNT TITLE/ NAME: ACCOUNT TITLE/NAME:
ADDRESS: ADDRESS:

TEL: TEL:

E-MAIL: E-MAIL:

FAX NO: FAX NO:
PERMANENT/REGISTERED ADDRESS: PERMANENT ADDRESS:

For individuals only:

DATE OF BIRTH:

NATIONALITY:
STATUS: RESIDENT NON-RESIDENT
GENDER: MALE FEMALE

FATHER'S/HUSBAND'S NAME:
NATIONAL IDENTITY CARD NO. (IN CASE OF NON
RESIDENT PASSPORT NO.):

OCCUPATION:

For Companies or Firms only:

Company Registration No.
STATUS: RESIDENT

NON-RESIDENT

DATE OF BIRTH:

NATIONALITY:
STATUS: RESIDENT NON-RESIDENT
GENDER: MALE FEMALE

FATHER'S/HUSBAND'S NAME:

NATIONAL IDENTITY CARD NO. (IN CASE OF NON
RESIDENT PASSPORT NO.):

OCCUPATION:

Declaration of Solvency

The Account Holder hereby declares that:

a) It has not applied to be adjudicated as an insolvent and that it has not suspended payment and that we have not

compounded with our creditors;
b) It is not un-discharged insolvent; and

C) It has not been declared defaulter in repayment of loan of a bank/financial institutions.

Name of Authorized Persons to operate the account

The account shall be operated by the following:

Names

Specimen Signature

Singly/Jointly

(a)

(b)

©
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The authority of the person(s) authorized to operate the account will be clearly spelled out in the letter of authorization from
the Account Holder.

MARGIN DEPOSIT

The Account Holder(s) hereby undertakes to deposit and maintain __ % margin against his/her/their outstanding
trades/exposure for the purpose of trading in his/her/their account. The broker shall notify the Account Holder(s) about any
change in the above margin requirements for the already executed trades at least 3 days prior to the implementation of the
revised margin requirements.

CLIENT BANK DETAILS (OPTIONAL): ACCOUNT(S) WITH OTHER BROKER(S) (OPTIONAL)
NAME OF THE BROKER CLIENT
BROKER(S) EXCHANGE ID/ACCOUNT

NAME OF THE BANK:

SAVINGS/CURRENT A/C NO.:
BRANCH ADDRESS:

NOMINATION:

(In the event of death of the Account Holder, the nominee shall be entitled to receive securities/cash available in the account
of the account holder after set-off against losses/liabilities in the account.)

Name of Nominee: Surname:
NIC Number:
Date of Birth: (DD/MMIYYYY)

Postal Address:

Tel:

E-mail:

SPECIAL TERMS AND CONDITIONS

The terms and conditions set herein below shall be equally binding on the Broker and the Account Holder(s).

1.

1(a).

2(a).

All transactions between the parties shall be subject to the Articles, Rules and Regulations of the Exchange, revised
policies, Board Directions and new regulations to be framed in pursuance of Section 34 of the Securities & Exchange
Ordinance, 1969. Moreover, all applicable provisions of the Securities & Exchange Ordinance, 1969 read with the
Securities & Exchange Commission of Pakistan Act, 1997, Brokers and Agents Registration Rules, 2001, Securities and
Exchange Rules 1971 and all directions/directives passed from time to time to regulate the trades between the parties
and to regulate Brokers conduct and the Central Depository Companies of Pakistan Act, 1997, Rules framed there
under and the National Clearing and Settlement System Regulations and any other law for the time being in force. The
Broker shall ensure provisions of copies of all the above Laws, Rules and Regulations at his office for access to the
Account Holder(s) during working hours.
In case any dispute in connection with the trade or transaction between the Broker and the Account Holder is not
settled amicably, either party may refer the same to arbitration in accordance with the provisions of PSX Regulations,
which shall be binding on both the parties. The Account Holder hereby agrees that he would have no objection if his
name and other relevant particulars are placed on Exchange’s database accessible by Brokers of the Exchange if he
fails or refuses to abide by or carryout any arbitration award passed against him in his dispute with the Broker.
The amount deposited as security margin by the Account Holder(s) with the Broker shall only be used for the purposes
of dealing in securities, such as trading and/or settlement of deliveries of securities on behalf of the Account Holder(s).
The Broker shall not use such amounts for his own use.
The credit amount of the Account Holder(s) shall be kept by the Broker in a separate bank account titled “Account
Holder/Client Account” and shall not be used by the broker for his own business.
The Broker shall be authorized to act on the verbal instructions of the Account Holder(s). The Broker shall provide a
written confirmation