Securities and Exchange Commission of Pakistan
Securities Market Division ‘
Market Supervision and Registration Department A

P

File No. SMD-/MSRD-C&IW/4-1(246) 2013 dv g December 20, 2013

Mr. Shafqat Ali,

Chief Regulatory Officer,
Karachi Stock Exchange Limited,
Stock Exchange Building,

Stock Exchange Road,

Karachi

Subject: CLARIFICATIONS/GUIDELINES IN REPSECT OF THIRD SCHEDULE OF
SECURITIES AND EXCHANGE RULES, 1971 (“SE RULES”)

Dear Sir,

This is with reference to your email dated November 12, 2013 wherein KSE has submitted various
recommendations to the Commission for its consideration and revising the clarifications/guidelines
dated July 3, 2013 issued in respect of calculation of Net Capital Balance (NCB) as per Third
Schedule of SE Rules.

In this regard, the Commission has reviewed the comments/recommendations forwarded by KSE in
detail and para wise comments/reply of the Commission in respect of each recommendation is
T T T ———— T ——e

attached as Annexure-A.
e g

Although, already elucidated in our earlier letters dated July 3, 2013 and September 18, 2013, we
reiterate here that the subject clarifications/guidelines were issued in view of inconsistent approach
being followed by the brokers/auditors to calculate NCB and misinterpretation of the requirements
prescribed in the Third Schedule of SE Rules was resulting in miscalculation of NCB. Hence, in the
light of the queries and suggestions received from different market participants from time to time and
after due deliberation with KSE, the Commission issued these clarifications/guidelines in this regard

to ensure clarity and consistency.

Moreover, the clarifications/guidelines issued by the Commission did not propose any change in the
requirements for calculation of NCB for purpose of Rule 2(d) as prescribed in the Third Schedule of
the SE Rules rather these were issued to clarify ambiguity, if any, with regard to

inclusion/exclusion/interpretation of certain items while calculating NCB.
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In view of above and based on review of comments/recommendations of the KSE Board, the
Commission is of the view that the KSE’s request to revise the clarifications/guidelines in relation to
Third Schedule of SE Rules is not pertinent and valid. Therefore, all the TREC holders and their
Auditors are required to calculate NCB strictly in accordémm

g

LI i, W i
follow the clarifications/guidelines issued by the Commmission ini fetter and spirit.

Yours sincegely,

.

1. Chairman, KSE

127 Chairman RAC, KSE
3. Managing Director, KSE
4, Managing Director, LSE
5. Managing Director, ISE
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