Government of Fakistan
Securities and Exchange Commission of Pakistan

Ilamaboed, 22 June, 2027

NOTIFICATION

5.RO. 597 (132017, - In exercise of the powers conferred by sub-section (1] of
soction 114 read with sections 4, 5, 18, 20, and 95 of the Futures Market Act, 2016, the
Securities and Exchange Commission of Pakistan is pleased to make the following regulations,
the same having been previously published in the Official Gazette vide SRC 239(1)/2017 dated
April 5, 2017, and also placed on its website as required under sub-saction (4] of section 114
of the said Act, namely:-

CHAPTER |
PRELIMIMNARY

1. Short title and commencement.- (1) These regulations shall be called the Futuras
Exchanges {Licensing and Operations} Regulations, 2017

(2] They shall come into force at once.

2. Definitions.- {1) In these regulations, unless there is anything repugnant in the
subject or context, -

[a} "het" means the Futures Market Act, 2016 [XIV of lﬂlﬁ::
(B) ‘Ordinance” means the Companies Ordinance, 1984 [XLVIl of 1584}; and
() “Securities Act” means the Securities Act, 2015 (Il of 2015); and

{d) "senior management officer” shall have the same meaning as assigned to it in
clause (47) of section (2} of the Act, and also includes the following,-

(i] company secretary;

(i} chief financial officer;

(Tt} head of internal audit;

{iv):  head of information Technology (IT);
vl head of Operations; and

{vi) chief risk officer
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(2} Words and expressions psed but not defined in these regulations s.h_all have thea
came meaning as assigned to them in the Act, the Securitias Act, the Ordinance, the Securities
and Exchange Commission of Pakistan Act, 1997, the Ce ntral Depositories Act, 1997 [(X1X o0f 15597),
or any rules or regulations made thereundar.

CHAPTER.|I
LICENSING OF FUTURES EXCHANGE

3. Application for grant of licence.- (1) Subject to comphance with the requirements
of sactions 3 and 4 of the Act and these regulations, an application for grant of licence as a futures
exchange shall be submitted to the Commission in Form A along with receipt evidencing payment
of fes of rupees five million and the following documents,-

(&) copies of memorandum of association and articles of association;
(k) repulations made or proposed (o be made under section 7 of the Act; anl

(g] copies of agreements entered into by the applicant with clearing house(s) and
technology partner{s], whare required.

Provided that where the applicant: halds cence as a securities exchange, it shall anly be
required to submit its regulations and list of futures contracts for approval of the Commission.

124 The Commission, while considering the application for licence, may require the
applicant to furnish such further information or clarification as it deems appropriate.

{3} The applicant shall, if so reguired, appear béfore the Commission for a
representation through a person duly authorized for this purpose in writing by the board of
directors of the applicant.

(4} Any subsequent change in the infarmation provided to the Commission at the
time of filing of application under this regulation or any new agreement entered into by the
futures exchange in respect of matter{s) seferred in clause (¢} of sub.regulation {1) shall
immediately be Intimated to the Commission but not later than five working days fram the date
of such change or agreement, as the case may be.

(%] Mo application for grant of leence made under sub-regulation (1) above thall be
refusec except after giving the applicant an opportunity of being heard.

4. Grant of Licence.- (1] The Commission, while considering the application made
undger regulation 3, shall inter-alia take into account the following matters, -
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(a)

(b}
lcl

d]

(e}

(2]

any licence granted or any certificate of registration issued to the applicant under
any administered legisiation by the Commission:

the eligibility requirements under the Act and these regulations;

the applicant has demanstrated its abllity to perfarm ts duties in accardance with
the provisions of the Act and any rules and regulations made or codes, puidelinas,
directians and circulars issued thereunder:

the applicant has shareholding and governance structure as provided in these
regulations: and

the applicant has the necessary infrastructure including but nat limited to
adequate office space, equipment, experlenced human resources and technical
capabilities, financial resources, policies, procedures, systems and contrals to
effectively and efficiently discharge its responsibilities as a futures exthange.

The Commission may Inspect the premises of the applicant to determine whether

it fulfills the eliglbility criteria and may also require the applicant to submit reports from experts
at the expense of the applicant in the manner specified by the Commission to confirm compliance
with the Act and these regulations including the existence of adequate infrastructure, technical
capacity, financial standing and other requisite benchmarks.

(3}

The Commission, after conducting such fnquiries and obtaining such further

infermation as it deems appropriate, and upon being satisfied that,

{a)
(b}

i)

{d)

the applicant |s eligible Tor a licence;
the applicant is in compliance with the provisions of the Act and these regulations;

its memerandum of association specilically allows it to act a5 3 futures exchange;
and

it is in the interest of the futures market and public interest,

may grant a licence to the applicant in Form " B " under sub-section (4) of section 5 of the
Act subject to the conditions as provided In regulation 5.

{a) A futisres exchange shall pay an annual renewal fee of rupees one million and five
hundred thousand.
5. Conditions of lleensing.- (1] In case of a securities exchange applying for licence

of a futures exchange, such securities exchange shall comply with the reguirements of the Act
and any conditions specified by the Commission from time to time:




Provided that in case of a securlties exchange applying for ficence of a futures exchange,
the licensing conditions provided in the Securities Act and the regulations made the r.El:J fdershall
shvo be applicable on it to the extent applicable on futures contracts hased on securities.

(2] A futures exchange other than that mentionad in sub-clause {1} above shall, in addi_ticln
to the requirements of the Act, comply with the following conditions on an cngoing basis or
within such time as the Commission may direct while granting licence under these regulations,-

(a}
(k)

{c)

(d)
(&)

1l

(8]

I

{1}

(i

(K}

i

ensure avallability and maintenance of necessary infrastructure for trading of
futures conlracts;

ansure availability and maintenanee of necessary infrastructure for timely clearing
and setttement of trades and risk management;

put in place adequate trading procedures and necessary capacity to have a
wide network of futures brokers;

put in place robust risk management system, efficient settlement procedures and
necassaty capabilitios to have a network of clearing members;

sut in place adeguate monitoring, Inspection and enfercement mechanism in
respect of futures brokers and clearing members;

pstablish and -maintain cannectivity with futures brokers and enter into service
level agreements with technology partners;

have documented business continuity glan including & disastar recovery site;
continucusly improve the quality and efficiency of its systems and proceduras;

put in place necessary-contrals and safeguards to ensure cyber security, access Lo
confidential information and alteration, destruction, disclosure or disseminatian
of records and data;

put in place necessary arrangements including appropriaze arbitration mechanism
for resolving disputes and redressal of grievances arising out of dealing in futures
contracts at the futures exchange and clearing and settlement of trades;

comply with the code of corparate gavernance for isted campanies to the extent

consistent with the provisions of the Act and the rufes ar regulations made
thereunder;

ensure establishment, maintenance and operations of settlement guarantee fund
in accordance with the provisions of the Act and any rules and regulations made

thersunder, for guaranteging to its clearing members the performance of market
contracts;
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tn)

(Pl

(q)

[r]

{5

ensure establishment, maintenance and operations of investar pratection fund in

accordance with the provisions of the Act and any rules and regulations made
theraunder;

ensure that its memorandum and articlas of association contain no provision
Inconsistent with the provisions of the Act and these regulations and thal ne
change is made in Itz memorandum and articles of association except with the
prior written approval of the Commission;

submit a comprehensive three years business development plan inter alla
Including therein financial projections, arganizational development plans, product
development plans with specific reference to agricultural commadities, market
development initlatives particularly with reference to promeotion offutures
contracts and their trading activity at thefutures exchange, expansion of market
outreach, education and training of market participants, develepment of futures
markel particularly agricultural commedities and the annual reporis including
progress made in respect of the plans shall be provided to the Commission:

emplay and retain sufficient number of people with appropriate qualification,
experience and expertise to enable the futures exchange to provide an arderly
and fair market in relation to futures contracts and to discharge functions
assigned to it under the Act and the rules and regulations made thereunder;

enter into an agregment with a clearing house, if the exchange is not performing
the said function itself, capable of functioning as a central counterparty for
clearing and settlement of trades executed on its trading platform;

enter into an agreement or arrangement with an international futures exchange
or a technology firm of international repute, having relevant expertise for
technology partnersnip, collaboration, transfer of technical know-how  and
competence, within such period as may be specified by the Commission;

deploy adequate infrastructure including modern technelogies to enable it to
provide trading platforms in accordance with international standards which inter
alla Include the following,-

{i infrastructure for orderly accepting, matching and execution of trades
including online screen-based trading systems;

(3] facility to disseminate information about trades, guantities and quotes on
real time basis; and

(i} effective survelllance capability to inter alla monitor positions, prices and
yolumeas in a timely manner;
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it] develop and implement a detailed investor cutreach and education program;

[u] endeaver to promote Sharioh compliant products and transactions with approval
of the Commission;

(v} submit & plan for ségresation of commercial and regulatory functions of the
futures exchanpe for approval of the Commission, If such plan is not already
approved by the Commission, and ensure compliance with such approved plan
which may be futheramended only with prior approval of the Commissian;

[w) constitute a nomination committee, chaired by an independent director to jnter
afio recammend names of persons for appointment of independent directors an
the board of the futures exchange;

(%] prescribe a code of canduct for its employees and ensure compliance with the
SAMe;
Iy not undertake any business other than the business of establishing or operating a

futures market gxcept with the prior approval of the Commission; and

[z} comply with such other conditions as may be imposed by the Commission from
time to time.

B. Financial resource requirements.- |1} A securities exchange applying for license
of & futures exchange under regulation 3 shall have an initiai paid-up capital and net-worth of not
less than rupees one billion provided that the Commission may require the applicant to achieve
and maintain, as a licensing condlition, a higher paid-up capital and net-worth in a progressive
mannes.

Provided that such securities exchange shall maintain such paid-up capital in addition to
the paig-up capital specified under the Securities Exchanges (Licensing and Operations)
Regulaticns, 201G,

{2} An applicant seeking licence under regulation 3, other than that mentioned in sub-
clause {1) above, including an existing futures exchange, offerng contracts - based on
commodities and financial instruments, shall have a minimum net waorth of rupees 500 million,

Provided that an existing futures exchange shall have three years to comply with this
reguireamsnt,

Explanation.- For the purpose of these regulations, net-worth shatl be calculated as total

asseis less total liabilities less surplus on revaluation, if sny, created upon revaluation of fixed
255ets,
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CHAPTER 11l
REQUIREMENTS FOR FUTURES EXCHANGE HOLDING LICENCE AS A SECURITIES EXCHANGE

7 Applicabllity of Securities Exchanges (Licensing and Operations) Regulations,
2016.- A futures exchange also helding licence as a securities exchange shall camply with the
provisions of the Securities Act and Securities Exchanges (Licensing and Operations) Regulations,
2016 pertaining to shareholding requirements, fit and proper criteria, board of directors,
appeintment of senior management officers, constitution of regulatory affairs committes,
manner of outseurcing of important functions and audit and accounts:

Provided that a futures exchange holding: llcence as a securities exchange shall atso
comply with all such reguirements of the Securities Exchanges (Licensing and Operations)
Regulations, 2016 which are applicable to the extent of offering of futures contracts.

CHAPTER IV

REQUIREMENTS FOR FUTURES EXCHANGE OTHER THAN THAT HOLDING LICENCE AS A
SECURITIES EXCHANGE

8. Application of fit and proper criteria.- The applicant, and its promoters,
substantial sharehalders, directors and senior management officers shall at all times be fit and
proper persons as per the criteria specified in Annexure-|, The fit and proper criteria is perpetual
in nature and a futures exchange shall ensure compliance with the provisions of such eriteria.

Provided that a futures exchange, while evaluating fit and proper eriteria in respect of
promoters or substantial shareholders of the applicant, shall ensure that the fit and proper
criteria is applied to the extent practical on the promoters and directors of such entities.

9. Shareholding reguirements. No person shall acquire or sell shares of a futures
exchange without prior written approval of the Commission,

10, Compaosition of board of directors and related matters.- (1) The board of a futures
exchange shall comprise of a minimum of seven directors as per the following categories:

{a) independent directors;
(k) chareholder directors; and
(c) Chief executive officer.

Explanation:- For the purpose of this clause the expression "independent director” means
a director wha Is not connected or does not have any other relationship, whether pecuniary or
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otherwise, with the futures exchange, its associated companies, subsidiaries, halding company
ar directars. The test of independence principally emanates from the fact whether such parson
can be reasonehly percelved as baing able to exercise independent business judgemant without
being subservient to any form of conflict of interest:

Provided that without prejudice to the generality of this explanation no director shall be
considered independent if one or more of the following circumstances exlstt

(a)

(&)

(d)

el

he/she has been an employee of the futures exchange, any of its subsidiaries or
kelding company within the last three years,

hefshe 6 or has been the chiel executive officer of subsidiaries, associated
company, associated undertaking or helding company of the futures exchange
in the last three years;

he/she has or has had, within the last three years, a material business relationship
with the futures exchange cither directly, orindirectly as a partner, substantial
<harehalder or director of a body that has such relationship with the futures
exchange;

hefshe has received remunerstion i the three years preceding his/her
appopintment as a director of receives additional remuneration, excluding
retirementbenafits from the applicant apart from a director’s fee

he/she ig a close relative of the directors or promoters , or directors of the futures
exchange:

Explanation: The expression “close relative’ means spousels), lineal ascendants and
descendants and siblings;

i)

1)

hefshe holds cross-directorships or has significant links with other directors
through involverment in other companies or bodies;

hefshe has served on the beard for more than three consecutive terms from the
date of hisfher first appointment provided that such person shall be deemed
"indepandent director” after s lapse of one term:

Provided that any person nominated as a director under sections 182 and 183 of

the Ordinance shall not be taken to be an "independent director” for the above
mentioned purgoses:

Provided turther that in case of any amblguity in detérmining independence of a

person for the purposes of these regutations, the declsion af the Commiission shall be final
and binding upon the futures exchange,
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{2} The board of directors of 3 futures exchange shall comprise at least one-third
indepandent directors.

(3] Anindependent director shall be appointed by the board of directors of the futures
exchange with prior written approval of the Commiission in the following manner;

la) a futures exchange shall submit the name of the person suitable for appointment
asan independent director to the Commissian for each vacancy, for its approval:

(b} the Commission may, if satisfied that a person is suitable for appointment as
independeant director grant its approval for appointment of the selected person
by the board of directors of the futures exchange provided that where the
Commission is not satisfied about the suitability of the proposed personfor
appointment as a director, it may refer the matter back to the futures exchange
for proposing other name after following the due process;

lc) urless provided otherwise, the term of the independent director so appointed
shall be the same as that of the shareholder directors;

(] an independent dire clor may be removed by the board of directors of the futures
exchange with pricr written approval of the Commission if such person falls 1o
comply with the fit and proper critera; and

(2] any vacant position of an independent director shall be Filled In the similar manner
as provided for Initial appointment of an independent director.

[4) The gquorum for the meeting of board of directors of a futures exchange shall not
be less than one-half of their number or four, whichever is greater.

(5) At least one-third of Independent directors must be present In a meeting of the
board of directors of the futures exchange to constitute a quorum.

(6] The chalrman of the board of directors of a futures exchange shall be from
amongst the independent directors.

{7} THe Board of directors of a futures exchange shall meet at |east once in each
guarter of a year,

[2) Every director and senior management officer of the futures exchange shall abide
by the code of conduct specified in Annexure I,

(9] In case of a new futures exchange, no person shall be appointed as director on the
board of directors of such futures exchange who is, directly or indirectly, a substantial
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sharehalder, director or an employee of a fulures broker/ TRE certificate holder or cubstantial
chareholder, director or an employee of any holding or subsidiary company of a futures
broker/TRE certificate holder-

11.  Appointment of chief executive officer.- (1) The appointment, renewal of
appolntment and termination of services of the chief executive officer of a futures exchange shall
be sublect to prior approval of the Commission and for this purpose the term “termination” shall
include "non-renewal” of his contract.

(2 The board of diroctors of a futures exchange shall determine the manner of
appointment, terms and conditlons of appointment and ather procedural formalities associated
with the selection, appointment of the chisf executive officer,

(3) A chief executive officer shall be appointed by the futures exchange through the
following process.-

(a) a futures exchange shall shortlist the mest suitable person meating the fit and
proper criteria provided in these regulations and shall susmit its recommendation
for aporoval of the Commission;

(b the Commission may, if satisfied that such person is suitable for appointment by
the futures exchange as chief executive officer of the futures exchange, grant its
approval for the same;

Provided that, if the Commission is not satisfied with the suitability of the
proposed person for appointment as chief executive officer, it may refer the mattar back
to the futures exchange for proposing another name for consideration of the Commission,

i4] The appointment of the chief executive officer shall ke made for a period of three
years sublect to rencwal with the prior approval of the Commission,

12.  Appointment and functions of chief regulatory officer.- (1) The appointmeant and

termination of services of the chief regulatory officer of a futures exchange shall be subject to
prior approval of the Commission.

(2) A chief regufatory officer shall be appointed by the futures exchange through the
following process,: i

(@) a futures exchange shall shortlist the most suitable person  meeting the fit and
proper criteria  provided in  these regulations and shall submit its
recormmendatiofor approval of the Commission;
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(b]

The Commission may, if satisfied that such person is suitable for appointmeant by

the fulures exchange as chief regulatary officer of the futures exchan ge, grant its
approval far the same:

Provided that, if the Commission is not satisfied with the suitability of the

proposed person as chief regulatory officer, it may refer the matter back to the futures
exchange for proposing another name for consideration of the Commissian.

(3)

The chief regulatory officer, being head of the regulatory affairs division of the

futures exchange, shall be a dedicated position and must not have any other responsibilities
except ensuring the efficient functioning of the regulatory affairs division, which may inter alia
include the following, namely,-

(a)

(o)

£}

(d)

(&)

{f)

(g}

(]

(i)

manage, lead and control the complisnce and regulatory functions of the futures
exchange;

develop, implement and manitar compliance policies, processes and procedures
to cover all aspects relating to regulatory, operational and statutory obligations of
the futures exchange;

handle matters relating to the regulations of the futures exchange, including
regular review of the same to ensure their suitability, and finalizing proposats for
making new regulations or carrylng out amendments in the existing regulations
for approval of the regulatory affairs committec and board of directors of the
futures exchange;

manitor compliance of the futures exchange, futures brokers and their accredited
representatives with applicable legal and repulatory framewsork, policles and
proceduras ‘and take enforcement action{s] under the applicable regulatory
framewaork;

supervise or conduct any investigation, inspectlon or enguiry required to be
conducted by a futures exchange;

monitor the redressal of disputes, complaints or grievances arlsing out of trading
of futures contracts at the futures exchange in a timely manner;

assist regulatory affairs committee of the board of directors to perform its
functions;

ensure efficiency of the process for redressal of investor grievances, dispute
resolution and arbitration;

ensure efficiency of surveillance mechanism of the futures exchange;
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{i maintain effective liaison with the Commission in resp ect of the mattars in clauses
{a)to (I);and

k] perform any other related function as may be assighed by the futures exchange
ar the Commission.

[ The chief regulatory officer shall functionally report to the board of directors of
the futures exchange through its regulatory affairs commitice.

5] In case of any non-compliance, the chief regulatory officer shall take necessary
action under the applicable regulatory framework and where the matter requires attention of
the board of diroctors of the futures exchange, the same shall be reported immediztely;

Provided further that where a chief regulatory officer is cotvinced that the matter also
naads immediate attantion of the Commission, ha shall simultaneously report the same to the
Commission stating the reasons thereof.

(&) 'r case no action is taken by the board of directors withina m aximum period of 7
days or the chief regulatary officer is of the view that the action taken by the board of directors
ic insufficient, he shall forthwith report the matter to the Commission,

7 The chief regulatory officer shall, submit a coemprehensive repart on guarterly
basis to the board of directors regarding matters reported during the respective guarter,
carrective actions taken and their status.

(8} The baoard of directars of the futures exchange shall put in place necessary
mechanlsm to ensure that the chief regulatory officer performs his functions in & transparent,
egultable and timely manner.

13; Constitution of risk committee — (1) A futures exchange shall, with approval of its

board of directars, constitute a risk committee for assisting it to develop risk management system
ana policies.

(2] The risk committee shall comprise of independent directors, chief executive

officer, chief regulatory officer, and industry experts, The chairman of the risk committee shall
be an independent director.

{3} The board of directors of a futures exchange shall determine the manner of
appointment of mambers of risk committee Including the selectian criteria.

{d) The risk committee shall be responsible fer the following:
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a)

d)

)

8l

)

14,

framing of risk management policies and procedures for the tlearinghouse

function performed by the exchange in line with international standards and best
practices;

ensuring that the risk management system has the tools to identify and manage
all relevant risks including legal, credit; liquidity, peneral business, and operational
risks including control measures and safeguards with respect to large exposures
by clearing members and matters connected thereto:

ensuring that margin reguirements are commensurate with the risks, address
pracyclicality, avold concentration, and provide adequate coverage in confarmity
with international benchmarks:

enguring that the risk management function has the capacity to abtain timely
Information necessary to apply risk management policies and procedures which
allow for the accurate and timely measurement and aggregation of risk exposures:

conducting or arranging to conduct studies, research, or analyses with respect to
any or all of the components of risk management system of the clearing function:

formulating policies and procedures to ensure continuous adeguacy of the risk
management model and its adherence to international standards including the
policies for regular back testing, stress testing, reverse back testing and sensitivity
analysis;

formulating policies for ensuring that a full validation of risk management model
is parformed at least annually;

to meet at least once in each gquarter to review adeguacy of risk managemeant
system, policies and procedures and matter connected thereto; and

to submit its recommendation(s) to the board of directors together with
explanation of thelr purposes and likely effect; Including thelr effect on the
ciearing function, clearing members, and Investiors in sufficient details.

Chief Risk Officer- (1) The Exchange shall appoint a chief risk officer to perform

the following functions:

{a] to lead risk management of the Exchange;

{b) to ensure implementation of risk management paolicies and procedures in an
effective manner;

[e) to assist risk committee in performing its functions including submission of
perindic reparts and information;
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(21

[d) to timely bring to the information of the risk committes any exceptional or
urgent matter concerning or affecting the rick management system; and

ie) perform any other related function as may be assigned by the Exchange or the
Commissian,

The appointment and termination of services of the chief risk officer shall be made

by the board of directars of the Exchange in consultation with the risk committee,

[

The chief risk officer shall report directly 1o the chief executive officer of the

Exchange and shall additionally report to the chairman of the risk committee.

15.

Constitution of regulatory affairs committee.- (1] A futures exchange shall, with

approval of its bpard of directars, constitute a regulatory affairs committee comprising of
independent directors,

{2}

(&

k)

ic)

(d]

ie

(f)

(g}

The regulatory affairs committee shall be responsible for the following functions,-

formulate policies relating to regulatory affairs of the futures exchange in line with
international best practices with approval of the boa rd of directars;

ersure that the regulatory affairs division functions effectively and take measures
necessary to implement an effective regulatory regime and improve investor
confidence and markeat integrity;

develop an overall regulatory plan and roles and responsibilities af each unit of
the regulatory affairs division together with a roadmap for effective regulatory
role, for the approval of board of directors of the futures exchange;

ensure adequacy and effectiveness of the fulures exchange's regulatory plan and

approve annual plans/targets for the regulatory affairs divisian on continuous
basis;

consider and recommend all regulatory amendments for approval of the board of
directors of the futures exchange;

azsess performance of the regulatory affairs division in light of the regulatory plan
and -annual targets and take measures and, where necessary, make
recommendations 1o the board of directors for improvements;

provide recommaendations Tor appointments and removal af services of persons
serving in the regulatory affairs dividion;
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(h) establish criteria for evaluating candidates for senior management of the
regulatory affairs division:

(1} formuiate and recommensd the budget and staff allocation for the regulatary
affairs division for approval of the board of directors of the futures exchange;

i conduct hearings of any appeals against enforcement actions of the regulatory
affairs division:

ik} identify and manage potentlal conflicts of interest in commercial and regulatory
functions regularky;

i train and educate personnel of the regulatary affairs division in respect of canflict
af interest management and also develop the manual on conflict of interest
management and circulate to all employees of the regulatory affairs division;

(m} prepare a summarized annual report of the regulatory affairs division on the
activities, conclusions, recommendations of the last year with special focus on the
identification and mitigation of conflicts of interest and identify the targets for
next year along with any other matters, for the board of directors of the futures
exchange and the Commission;

in) form sub-committes, where reguired, to perform any of its functions in
accordance with the applicable regulatory frmework ; and

{o] carry out any other function that may he mutually agreed upon by the regulatary
affairs committee and the board of directors of the futures exchange or as may be
assigned by the Commission,

16. Manner of outsourcing important functions.- (1) A futures exchange shall not
autsource any of its functions without prior written approval of the Commission.

{2} The board of directors of a futures exchange shall be responsible for formulation
and approval of outsourcing policy describing activities or the nature of actjvities that can be
outsourced, the authorities who can approve outsourcing of such activities, and the selection
criteria of third party to whom it can be outsourced,

{3} The records relating te all activities outsourced shall be preserved centrally by the
futures exchange co that the same is readily accessible for review by the board of directors, the
Commission or any other authorized persan,

(4] The futures exchange shall be fully liable and accountable for the activities that
are being outsourced to the same extent as if the service were provided in-house, The facilities,
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sremises or data involved in earrying out the cutsourced activity by the service provider shall be
deemed to be those of the futures exchange.

(5] The futures exchange shall be fully lizkle and must lake appropriate steps to
require that third parties protect confidential information of both the futures exchange, Its
customers and other parties invelved fram intentionai or inacvertent disclosure to unauthorized
persons.

(&) The futures exchange desirous of outsourcing its activities shall not, however,
sutsource its core business activities including risk and compliance functions.

17.  Obligations pertaining to Audit and Accounts.- The obiigations and duties of
a futures exchange Under these regulations with respect to audit and accounts are in addition to
the requirements of the Ordinance, the rules and regulations made thereunder and any
directives issued thereunder.

18.  Maintenance of accounting and ather records.- (1) A futures exchange shall keep
accounting and other records which shall sufficiently explain its business and transactions
entered into and shall be such as to, -

(2} disclose with accuracy the financial position at that time ;

(B snable the futures exchange to prepare financial statements at any time and
which comply with the requirements of law!

el demonstrate whether the futures exchange is maintaining adequate financial
resources to meet its business committments;

|[d)  demonstrate capacity of the futures exchange with respect to its duties, functions
and operations under the Act and these regulations; and

[2) demonstrate its preparedness to manage any risk drsing out of its duties,
functions and operations.

(2} [he futures ewchange shall ensure that_all requireaments with respect to
accounting and audit under these regulations are updated in a timely mannet.

i3] The futures exchange shall ensure that information which Is reguired to be
recorded under the Act and these regulations shall be recorded in such a way as to enable a
particular transaction te be identified at anytime and traced from initiation to conclusion.

{4 Allrecords reguired to be maintained under the Act and these regulations shall be
properly arranged and filed 5o as to permit prompt access to any particulas record.

Pape T6of 3T



(5}

The futures exchange shall preserve the records required under these regulations

far a period of ten years from the date on which they are made and should seek dlearance fram
the Commission before destruction of any of its records,

19.

Appointment of auditor and related matters.- {1) A futures exchange ¢hall ensure

that it has appointed an auditor who inter-alia has the powers and duties preseribed under sulb-
regulation 3 and, -

(a)
[b)
(c)

{2]

those powers and duties are set out in an engagement letter:
the engagement letier is signed by the futures exchange and the auditor: and

the futures exchange retains a copy of the engagement letter,

A futures exchange shall, within seven days, give written notice to the Commission

of the appaintment, remaval or resignation of an auditor,

{3)

El]

(b}

4]

The auditor appointed by a futures exchange shall have a right to,-
access its accounting and other records and all other cocuments relating to its
business including the documents reqguired to be maintained under the Act and

these regulations; and

require from it such information and explanations as the auditor considers
nacessary for the performance of duties.

in preparing an auditor's report of a futures exchange, the auditor shall carry out

such relevant audit procedures as will enable him to form an opinion as to the matters required
to be stated in the audit report.

{5}

The auditor's report shall state all the matters as are required to be stated in

accordance with the reguireaments of the Ordinance and additionally must state whether in the
opinian of the auditar,

(a}

(B

an adequate internal control system commensurate with the size and nature of
services performed by the futures exchange was implemented during the period;
and

the regulatory function had appropriate resources including the human resaurce
and had implemented effective procedures and reporting mechanism which can
be reascnably expected to detect and report any non- compliance in a timely
manner,




(B} Wheore an auditor resigns or is removed by the futures exchan EE'. a notice to that
affect shall ba sent to the Commission containing a statement signed by the auditor ta the Effer.,t
that there are no tircumstances connected with his resignation or remaval which the auditer
considers should be brought to the attention of the Commissian,

(7) & futures exchangs shall underge a mandatory annual audit of its aperations,
regulatory functions, IT systems and any other systems or functions as specified by the
Cammission from titme to time.

(8} For the purposes of the audit specified in (7] above, the futures exchange shall,
with prior approval of the Commission, appoint an auditor with refevant expertise who shall
candict stuch audit in accordance with the terms of reference specified in Annexure .

{9} The Commission may appaint an auditor to carry out a special audil ef the futures
exchange at the expense of the futures exchange, in resped of all or-any spetific m;ntter a5
specified in Annexure Il ar any matter 5per:i_ﬂed by the Commission at the time of appointment
of the auditor. The audit shall be carried out for such period as the Commission may direct at the

time of appointing the auditer.
20. Submission of annual report.- (1) A futures exchange shall submit an annual
fepaort to the Commission within four months of the close of financial year, inter alia containing

the following infarmation in addition to the reguirements of section 20 of the Act;

tal audited financlal staternents containing information as required under the Act and
these regulations;

(k) report of directors to shareholders;

() names and brief profiles of members of the board of directors and senior
management officars;

(d} staterment of comphiznce with the code of corporate governance;
el month-wise trade valume and value in each market segment;

if) total number of TRE certificate holdars/futures brokers, along-with mformatisn
with respect to addition or reduction during the period;

(] tatal number of commodity futures, along-with infermation with respect to
addition or reduction during the period;

() names of TRE certificate holders/futures brokers defaulted during the year along

with nature and amount of default and subsequent actionis) taken by the futures
exchange;
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(1} summary of customer compensation/investor protection fund status showing
opening balance, contributions made and amounts utilized during the period and
closing balance;

il details of disciplinary actlons taken, fines and penalties imposed and recovered:

Kk pattern of shareholding; and

ih any other information that may be deemed material by the futures exchange for
disclosure in the annual report.

{2} in addition to the submission of annual repeort to the Commission, the futures
exchange shall also place the annual report on its official website no later than one week from
the date of its publication.

21.  Submission of Information and returns.- (1) The futures exchange, with approval
of its board of directors, shall submit to the Commission, within two manths of the close of its

financial year, & yearly performance report of the futures exchange against the approved targets
and plans, highlighting, in particular, performance of the board of directors, chief executive
officer and chief regulatory officer of the futures exchange,

[2) The Commission may by written notice require a futures exchange ta submit ta
the Commission such periodic returns as it may direct.

{3} In addition to any periodic returns required under sub-regulation {1} and (2], the
Commission may by written notice require a futures exchange, either generally or In a particular
case or class of cases, to submit to the Commission such other information or exceptional returns
as it may direct.

LR 2
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FORM A

Form of Application far Licence as a Futures Exchange under Regulation 3
The Securities and Exchange Commissian of Pakistan,
lslamabad.,

Subject: Application for grant of licence under regulation 3 of the Futures Exchanges
[Licensing and Operations] Regulations, 2017

Dear Sir;

1. i/We , on behalf of [name and address of the applicant}..... hereby apply for grant of
licence of a futures exchange for the purposes of the Futures Market Act, 2016 and the
Futures Exchanges [Licensing and Operations) Regulations, 2017,

7. All the necessary Information required under the laws is enclosed. Any additional will be
furnished as and when called for by the Commission.

3. I/ We, on behall of the applicant, hereby undertake to comply with the requirements of the
laws and such other conditions and terms.as may be communicated while granting the licence
ar imposed subseguently.

4. Bank Challan No dated...... evidencing payment of licence fee of rupess five million and
collection charges into the designated bank account of the Securities and Exchange
Commission of Pakistan s also enclosed.

Yours faithfully,

Autheorized signatary
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FORM B
SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
Licence of a Futures Exchange under Section 5 of the Futures Market Act, 2016

The Securities and Exchange Commission of Pakistan having considered the application far grant
of licence under regulation 3 of the Futures Exchanges (Licensing and Operations) Regulations,
2017 by.....[name and address of the futures exchange).... and being satisfied that it would be In
the interest of the futures market and also in the public interest to do so, hereby grants licence,
in exercise of the powers conferred by section 5 of the Futures Market Act, 2016 to the said
futures exchange subject to the condition of payment of annual renewal fee of rupees one million
and five hundred thousand and any other conditions as stated in the atiached fetter or as may
be imposed hereafter,

Seal of the Commission

Signature of the Officer
Islamabad

Dated:
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Annexure |

Fit and Proper Criteria

APPLICATION AND SCOPE

(1}

(2]

The Fit and Proper Criteria in relation to a futures exchange is applicable 1o the following
pErsons;

al Promoters and majority shareholders;

b} Directors;

¢] Chief Executive Officer and Chief Regulatary Officer; and

d) SenorManagement Officers

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

13} The fitness and prapriety of any person shall be assessed by taking into account all the

——
"’:

(3]

relevant factars including but net imited to the following:
a)] Financial seundness and track record;

o] Educational qualification and experience; and

¢] Integrity, honesty and reputation,

Provided that 2(a) may not be considered while assessing fitness and prapriety of seniar
management officers.

) Al parsons subject to Fit and Proper Criteria must submit any change in-the submitted

information, including the financial soundness to the company secretary of the futures
exchange within three business days and the futures exchange shall within a period of
seven business days repart the same to the Commission.

Eligibility of any person desiring to act as director on the board of directors, including the
CEQ, or senior management officer of a futures exchange shall be judged an the basis of
following criteria; which in cage of directors shall be in addition to meeting reguirements
of the Ordinance relating to eligibility of a director:

{a) Financial Soundness and Track Record

(i} The persen shoold not have been adjudged as an insolvent or he should not have suspended
payrnent of debts or compounded liabilities with his/its creditors.

(ii} The person should not have bean convicted by a court of competent jurisdiction as a defaulter
in payment of any laan to a financial institution including banking company, a Develogment
Financial Institution or Non- Banking Financial Company.
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{iii} The person should not have availed write-off fram any financial institution including banking
company, a Development Financlal Institution or Non- Banking Financial Company.

(W} The person and companies, firms, sole proprietorship etc. where the persen is a chief
executive, director (other than nominee director), owner or partner etc., have no overdue
payment to any investor, financial institution, securities excharge, futures exchange, clearing
company, central depository and/or defaulted in payment of any taxes in the individual capacity
Of 8% & proprietary concern of any partnership firm or ag director in any, unlisted and listed
company.

Explanation: For the purposes of clause (iii & iv) above, the futures exchange shall obtain CIB
reports to determine any overdue/past due payment of the persor to a financial institution. In
case of any amount appearing In the overdue or write-off column of the latest CIB report, such
person shall not be considered fit and proper person except:
(a) where such overdie ameunt i5 under litigation and the same is also appearing as amount
under litigation in CIB report; ar
(b} Mo overdue payment is appearing in the overdue columi In the subsequent latest CIB
roport;
in case of overdue in CIB report, no rejection shall be made unless the person has been provided
with an eppartunity of making a representation before the Commission.

liv] The person should not have been a director and/or chief executive of any company or body
corporate which has defaufted in payment of Government duties/taxes/cess or has misused
customerfinvestor securities.

(v} Membership or registration of the persan or any company in which he was a director during
the last five years has not been suspended/ cancelled on disciplinary ground{s} by the
Commission, any other regulatory authority, any professional body, association or relevant
antity:

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

{vi] Mo proceedings are pending with respect to the applicant’s winding up, Insclvency or
analogous relief,

[vii) The person should be a tax payer and his/fits name should be borne on the Active Tax Payers
List regularly published by FBR. Provided that this regquirement shall not be applicable in the case
of non-resident foreign nationals.

{b) Educational Qualification and Experience

[i} In case of director, the persen should:
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ta] beamemberof a recognized body of professional accountants or passess a pu:ustgradu?te
degree in finance, accountancy, law, business management; tammerce, Bconomics,
capital market, information technology and financial services or related disciplines from
a university recognized by the Higher Education Commissian of Pakistan, or aguivalent;
and

(b} have a management or business experience including directorships, of at least seven

yaars

at a senior level preferably in the regulated financial services sector and other lields such
a4 law, information technology et

Provided that where a person possesses more than 15 years of experience and knowledge of the
capital markets, clearing houses, central depositories, commodities market, or in the areas
relating to finance, cerporate governance, audit, information technology etc. the minimum
gualification requirement may be relaxed on case to case basis by the futures exchange, with
prior approval of the Commission.

(it} tn case of chief executive officer, the parson shauld:

a) be amember of a recognized body of professional accountants or possess a postgraduate
degree in finance, accountancy, business managemant, commerce, economics, capital
market and financial services or other related disciplines from a universily recognized by
the Highar Education Commission of Pakistan, or equivalent; and

b} have a minimum experience of seven years i a senior level managerizl position at a
securities or futures exchange or has served at a senlor management position preferably
as chief executive officer for a period of Tive ygars in any other company of substantial
size in the regulated financial services sector; and

c) have demanstrated, through his qualification and experience, the capacity to successfully
undertake the cognate responsihilities of the position,

[l In case of chief regulatory officer, the person should:

a) bea member of a recopnized body of professional accountants or a recognized body of
corporate or chartered secretaries; orbe a law graduate or possess a postgraduate dagree
in finance, accoantancy, business management, commerce, sconomics, capital market
and financial services or related disciplines from a unlversity recognized by the Higher
Education Commission of Pakistan, or eguivalent or a Certified Internal Auditor, or a
Certified Fraud Examiner; and

bl have preferably served as chief regulatory officer for a period of three yvears in any other
company, of have:

I} & minimum experience of five years In related functions at & securities or futures
exchange; or

il served as head of finance, audit, compliance or bther corporate functions for a peried
of four years in any other company.

(v} In case of chief operating officer, the person-should:
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a)

b]

be a member ol a recognized body of professional accountants or possess a postgraduate
degree In finance, accountancy, business management, commerce, sconomics, ca pital
market and financial services or other related disciplines from a university recognized by
the Higher Education Commission of Pakistan; or equivalent; and

have a minimum experience of seven years in a senior level managerial position 2% a
securities or futures exchange or has served at a senlor management position preferably
as chief operating officer for a period of five years, in any other company of substantial
size in the regulated financial services sector; and

have demonstrated, through his qualification and experience, the capacity to successfully
undertake the cognate responsibilities of the position,

(v} In case of chief financial afficer, the person should:

al

b}

bea member of a recoghized body of professional accountants or possess 2 postgraduate

degree In finance, saccountancy, business management, commerce, economics, capital

market and financial services or related disciplines from a university recognized by the

Higher Education Commisslon of Pakistan, or equlvalent; and

have preferahly served as chief financial officer for a periad of three years in any other

company, or-have:

i) @ minimum experience of five years in refated functions at a securities or futures
exchange; or

ii] served as head of audit, compliance or other corporate functions tor a perlod of four
years in any other company.

(i) In case af head of Internal audlt, the person should:

a)

by

be a member of a recognized body of professional accountants, or a Certified Internal

Auditor, or a Certified Fraud Examiner; and

have preferably served as head of internal audit for a pericd of three years in any ather

company, or have;

il & minimum experience of five years in related functions at @ securities ar futures
exchange; or

it] served as head of finance, compliance or other corporate functions for a period of
four years in any other company.

{vil] In case of company secretary the person shoulel:

al

b}

be a member of a recognized body of professional accountants or a recognized body of
carporate or chartered secretaries; or be a |aw graduate or possess a post-graduate
degree in finance, accountancy, business management, commerce, ecanomics, capital
market and financial services or related disciplines from a university recognized by the
Higher Education Commission of Pakistan, or equivalent; and

have preferably served as company secretary and/or compliance officer for a period of
three years in any other company, or have!

i} & minimum experience of five years in related functions at a securities or futures

exchange; or
ii] ‘served as head of finance, audit, or other corporate functions for a period of four
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years in any other company.

[wii) In case of head of Infarmation Technology (IT) or head af [T security, the persan should:
al possess a post-graduate degree in Information technology or computer sciences or
related disciplines fram a university recognized by the Higher Education Commission of
Pakistan, or equivalent; and
h) have a minimum relevant experience of five years in 1T related functions at B securities or
futures exchange or has served as head of IT related services for a period of three years
in‘any other company.

Provided that the futures exchange shall not appelnt or retain any persen as sepiar management
officer wha was In service of a TRE certificate holder/futures braker or an associated company of
such TRE certificate holder/futures broker during the last three years or whao is above sixty years
of age.

Provided further that in exceptional circumstances and reasons to be recorded in writing a
futures exchange may extend the age limit of sixty years to sixty-two years.

orovided further that upon reguest of a futures exchange supported by cogent reasans, the
Commission may consider allowing continuation of service of an existing senicr management
afficor who does not fulfil the requirements prescribed above, ¢n a case to case basis.

[viil} in case of promoters of a futures exchange, such person should have an established ang
proven track record of successfully running a business enterprise for 3 to 5 years.

(i) In case of director and senior management officer, the person must be fully conversant with
the duties of director or seniar management officer, as the case may be, as specified under the
statutes, rules and regulations, memerandur and articles of assecistion and the code of
torporate governance.

{c} Integrity, Honesty and Reputation

(i} The persen has not been convicted of an offence invelving maral tierpitude;

(i} The person has not been involved In the mismanagement of investments, financial or
business misconduct, fraud, ete.;

(iii) has been the subject to adverse findings, after conducting an inguiry, by the Commission
or any other regulatory or professional body or government agency;

(] The person should not have provided false or misleading information either to the

Cammission or to-any of the regulatory bodies, a securities or futures exchange, a central
depository or a clearing house.
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{v} The person must not be ineligible, under the Ordinance or any other legislation from acting
as a director or senior management officer.

{wi} The person should not have entered Into a plea bargain arrangement with the National
Accountability Bureau.

{wii} The persen has not been disqualified! removed from the post of a key executhve position of
a company by the Commission or any other regulatory authaority.

(will) The person has not been placed on Exit Control List
The following does not apply to senier management officers:

{viii} The person shouid not have been convicted in any criminal offence or directly involved in
any settlernent in civil/ eriminal proceedings in a court of law, particularly with regard to moral
turpitude, investments, financial/business misconduct, fraud/ forgery, breach of trust, financial
crime ete. and/ or it has not been concluded by any regulstory authorlty that he has been
associated with any unauthorized financial activity including illegal brokerage business.

{ix} The person is not a party in litigation against the Commission in respect of any criminal
offerce or a matter relating to non-payment of customer claims or in any other manner
prejudicial to the interest of customers and general public.

(x) Mo investigation/ enquiry, conducted under Section 139 of the Securities Act, 2015, Section
83 of the Futures Market Act, 2016, Section 29 of the Securities and Exchange Commission of
Pakizstan Act, 1997, Section 21 of the Securities and Exchange Ordinance, 1569, Section 263
ar Sectinn 265 of the Companies Ordinance, 1984, Is underway or has been concluded  against
him by the Commission with materizl adverse findings.

{xi] The person has not defaulted on settlement of a customer complaint where such complaint
has been adjudicated by the Commission or a securities or futures exchange.

[xii} An order restraining, prohibiting or debarring him from dealingin the capital market or from
accessing the capital market has not been passed; or penalty of rupees five hundred thousand or
mare has not been imposed on him by the Commissian 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 peried of at least three years from
the date of expiry of the period specified in the order for which such persen has been restraine d/
prohiblted/ debarred has elapsed.
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(xiii} The person should not have been actively involved in the management of a company whose
registration or licence has been revoked or cancelled or which has gone inte Hguldation or other
similar proceedings due to financial irregularities or malpractices.

(d) Additional Criteria for Independent Directors [fDirectors Appointed by the Commission

lit The person has no relationship with the futures exchange that would interfere with 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 ta any
apparent form of interference.

[ii) The persan should not be a director, uifi:ter*, spansor ar shareholder of a company holding TRE
certilicate or any holding or subsidiary company of such company,

(iil) The person's immediate family member is also not a director, officer or sponsor of a company
holding TRE certificate and/ or the combined shareholding of the immediate family members in
siuch companies daes not exceed twenty percent.

{iv] It shall be mandatory to disclose any shareholding in-a listed company in such person’s name
ar in the name of his family member or in the name of an entity being managed or controlled by
him or his family member, to the futures exchange and the Commission;

2. at the time of submission of initial information; and

b, ‘on guarterly basis for the respective period,

Further, the futures exchange shall, during the tenure of independent director, disseminate the
information relating to trading of such independent directar for public disclosure.

[v) The parson shall have no personal services contract{s) and shall not be currentiy serving as an
employes and has not been emplaoyed at any position of the futures exchange within the past
three years.

{vi} The person shall net simultanecusly be serving as a directar on the board of more than seven
listed companies.

MNotes

= Al directors must inform the futures exchange of any change in the submitted information
tnat may potentially affect their status of directorship, within 48 hours of knowledge of such
change.

In case of any ambiguity in determination of fitness and propriety of a persan in terms of this
criterta, the decision of the Commission shall be final and binding upon the futures exchange.

Along-with the application for licence as a futures exchange and on sub sequent appointment;
@ the applicant’s directors and senior managamient officars shall submit the foliowing duly filled
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farm and affidavit; and
@ the authorized persen on behalf of the applicant and authorized person on bahalf of

premoters and substantial shareholders of the applicant shall submit the following duly filled
affidawit,
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Form of information to be provided by persons desiring prospective directorship on the board
or a senior management officer of the futures exchange

1 lcurriculum Vitae/Resume containing: N
1{3] Mame:
(b} [Father'sor Hus.ham:l Narne
o) [c.N.I.C % [astach copy)
(d] lLatest photogragh
el _i?'latinnalirt',.r:
(f] _Age: Fl
izl |Contact details; |
i) Residential address:
ii) Business address:
i) Tal:
iv) Mabile:
) Fax: L |
i) E-mail:
[h) Mational Tax Number:
i) Preseﬁt.__-nccupa'tic:-n;
(jh ﬂu@!iﬁ_r;é._z_inn{s]:
_Eﬁlca‘ﬁemic: -1
i fiiy Professianal:
ki E:-:perl-En-:E iPusltmns neld during the last 10 years along with name and address of
company/ institution] Infarmation to be provided on the following sample format®: )
Srif Mame of Organization | Designation Period -
1 ! .C-nrrrpan'n,'.ﬂ. DR/MNMYY .
N DD/ YY
2 Company B DO/ WM Y Y 4‘
DD/ MY
2, 1. Natore of directorship:

Execulive Non-gxecutive
Z, Status of directorship:
Independent director Sharehalder director

Mumber of shares subscribed or held
Nominated by [name of shareholder/ nominating entity)
Incase of proposed director:
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3. |Names of companies, firms and other organizations of which the propesed persan is |

presently a director, partner, office holder or prometer {Information to be provided on the
following sample format®)

Sl | Mame of Organization | Designation | Period
1 | Company A . DD/MM/YY -
DOAMM/YY
2 Campany B DDY/MM Y -
| DD/MM/YY

4. In the case of nomination of director by a shareholder the date of board of directors’
sating in which the nomination of propesed director was approved. (Attach copy of the

L:m utes of the meeting of the board of directors.]

I‘.‘: Mames of any persons an the board of the futures Exthange who are related to the

applicant.

Signature
*use additional sheets if required
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Affidavit to be provided by persons subject ta fit and proper criteria
(On Stamp Faper of Appropriate Value)

AFFIDANMIT
(name of futures exchange)

A. In case of an individual in his/her own capacity:

} son/daughter/wife of adult, resident of
and holding CNICS Passport  No.
do hereby state on solemn affirmation as under:-

1. That | am eligible for the position of director/senior management officer of the .. (name of
futures exchange)...accarding to the fit and proper criteria specified for the position of
directors/sanior management officers of a futures exchange, as per the Futures Exchanges
[Licensing and QOperations) Regulations, 2017,

2, That | and the companies, firms, sole proprietorship ete. where | am a chief executlve officer,
directar {other than nominee director), owner or partner ete, has no overdue payment of any
financial institution,

1. 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.

4. That | have no objection i _.{name of Lhe futures exchange).... or the Commission requests or
obtaing information about me from any third party.

5. That | undertake to bring to the attention of ...[name of the futures exchange).... any matter
which may potentially affect my status for the pasition of director/senior management officer as
per the §it and proper criteria specified in the Futures Exchanges (Licensing and Cperations)
Kegulations, 2017

b. That all the documents provided to ...(name of the futures exchange)..., are true copies of the
originals and | have compared the copies with their respective originais and certify them to be
true copies thereof,

7, That | will comply with any other condition as may be specified by the Commission.

B. In case of an Individual as authorized person on behalf of promoters and substantial
shareholders of the applicant:

FELW sohfdaughter/wife of adult, resident of
and holding CNIC/ Passport No.

. on behalf of ilname of institution)... being

promoter/substantial shareholder of the ..[ name of futures exchangel.... do hereby state on
solemn affirmation as under:-

Page 32 uf 37



1. That ...{name of the Institution)..... is eligible for being promoterfsubstantial shareholder of
the .| name of futures exchange)..... according to the fit and proper criteria specified as per the
Futures Fxchanges (Licensing and Operations) Regulations, 2017,

2. That .....{name of the Institution)....., and the companies, firms, scle proprietorshio etc,
assoclated with _....(name af the institution)....., have no overdue payment to any financial
institution.

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

4, That ......[name of the institution)..... has no objection If the ..(name of futures exchange).. or
the Commission requests or obtains information about ..., (name of the institution)..... from any
third party.

5. That | undertake, on behalf of ... [name of the institution).... that .......name of the
institution}..... will bring to the attention of the .. {name of futures exchange).... any matter which
may potentially affect its status as promoter or substantial shareholder of the .., (name of futures
exchange]... as per the fit and proper criteria specified in the Futures Exchanges {Licensing and
Operations) Regulations, 2017,

E. That all the documents provided to ....{name of futures exchange).... are true copies of the
originals and | have compared the copies with their respective originals and certify them to be
true copies thereaf,

C. In case of an individual as authorized person on behalf of applicant:

I, san/daughter/wife of adult, resident of
and holding CNIC/ Passport No,
, on behalf of .....{name of the applicant)..... do hereby state on

solemn affirmation as under:-

1. That ...{name of the applicant)..... is eligible for applylng for licance as a futures exchange as
ger the Fulures Exchanges [Licensing and Operations) Regulations, 2017,

2. That ......[name of the applicant)....., and the -companies, firms; scle proprietorship etc
associated with ......[name of the applicant)._., have no overdue payment to any financial
Institution.

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

4. That ......[name of the applicant)..... has no abjection If the Commission requests or obizins
information about .......(name of the applicant)..... fram any third party

5. That | undertake, on behalf of .....[name of the applicant}..... that e kmame of the
applicant)..... will bring to the attention of the Commission any matter which may potentially
SFfect s status as a futures exchange as per the licencing conditions and fit and proper criteria
specified in the Futures Exchanges (Licensing and Operations) Regulations, 2017,

6. That all the documents provided by ....[name of applicant].... are true copies of the orlginals
and | have compared the coples with their respective originals and certify them to be true copies
thereof.
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e That the ......{nameof the applicant)..... will camply with any other condition as may be

specified by the Commissian.

DEPONENT

The Depanent is identified by me
JiEnature
ADNOCATE

(Name and Seal)

Solemnly affirmad befare me on this day of
the Deponent above named who is identified to me by

at

by

CAdvocate, whois

known to me personally,
signature
DATH COMMISSIONER FOR TAKING AFFIDAVIT
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Annexure ||

GUIDELINES FOR FORMULATION OF CODE OF CONDUCT FOR DIRECTORS AND SENIOR
MANAGEMENT OFFICERS OF A FUTURES EXCHANGE

While farrulating the code of conduct as required under the code of corparate governance, the
board of directors of the futures excharige shall ensure that the following areas are covered and
duties and responsibilities of directors and senior management officers are accordingly defined
inthe said code of conduct:

1. Dutles and Respansibilities of Directors and Senfor Management Officers:

Every director and senior management officer shall,-

a)
b,

c)

e
f}

)

iy

J)

kl

partlcipate In the farmulation and execution of strategies in the best interest of the futures
exchange and contribute towards pro-active decision making;

give the futures exchange benefit of their experience and expertise and provide assistance in
strategic planning and execution of decisions;

endeavor 1o ensure that the futures exchange abides by all the provisions of the Act, the
Ordinance, these regulations and olher applicable rules, regulations, codes, guidelinas,
circulars and directions lssued by the Commission fram time 1o time;

endeavor to ensure that the futures exchange takes steps commensurate to honor the time
limit stipulated by the Commission for corrective action;

not support any decision in the meeting of the board which may adversely affect the interest
of investors and shall report forthwith any such decision te the Commission;

place prigrity for redressing investor gricvances and encouraging fair business practice so that
the futures exchange becomes an engine far the growth of the futures market;

endeavor to analyze and administer the futures exchange issues with professional
competence, fairness, impartiality, efficiency and effectiveness;

submit the necessary disclosures/statement of holdings/ dealings in securities as reguired by
the futures exchange ar the Commission from time to time as per thelr regulations or Articles
of Association or any directives of the Commisslon;

unless atherwise required by law, maintain confidentiality and shall not divulge/disclose any
information ohtained In discharge of their duty and no such infarmation shall be used for
personal gains;

maintain the highest wtandards of personal integrity, truthfulness, honesty and fortitud=in
discharge of their duties in arder to inspire public confidence and shall not engage in acts
discreditable to their responsibilities;

perform their duties in an independent and objective manner and avoid activities that may
impair, or may appear to iImpair, their independence or objectivity of official duties;

not engage In any act involving moral turpitude, dishonesty, fraud, deceit, or
misrepresentation or any other act prejudicial to the administration of the futures exchange;
and

not disclose confidential infarmation, including commercial secrets, technologies, advertising
and sales promotion plans, unpublished price sensitive information, unless such disclosure is
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expressly approved by the board of directors or required by law.

2. Meetings of the Board

Every director of the futures exchange shall endeavor to,-

2}

I}

c)

ensure that in case all the items of the agenda of a meeting were not covered far want of
time, the next meeting is held within reasonable timeframe as the board of directors may
determine for considering the remaining items;

have the date of next meeting fixed at each board meeting In consultation with other
mambers of the board; and

attend all the board meetings and they shall be liable to vacate office it they do not attend
fifty percent of the total meetings of the board of directors in a calendar year.

3. Guidelines for conduct of independent directors

In addition to the conditions stated above, the independent directars shall.-

&)

b)
£}

a}

=

hi

participate constructively and actively in the committees of the board In which they are
chairpersons or members;

strive Lo attend the general meetings of the futures exchange;

where they have concerns about the running of the futures exchange or a praposed action,
ensure that these are addressed by the board and, to thie extent that they are not resalved,
insist that their concerns are recorded in the minutes of the board meeting;

xeep themselves well informed about the affairs and matters of the futures exchange and the
external environment in which it operates;

pay sufficient attention and ensure that adequate deliberations are held before ApProving
related party transactions and assure themselves that the same are in the interest of the
futures exchange;

ascertoin and ensure that the futures exchange has an adequate and functional grievance
resolution mechanism and to ensure that the interests of 3 persan who uses such mechanism
are not prejudicially affected on account of such use;

report concerns about unethical befavior, actual or suspected fraud or vialation of the code
of conduct of the futures exchange: and

scting within their authority, assist in protecting the legitimate intérests of the fulures
exchange, shareholders and its employees.
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Annesure |1

TERMS OF REFERENCE OF OPERATIONAL, REGULATORY AND SYSTEM AUDIT OF FUTURES EXCHANGE
UNDER REGLLATION 17(8] AND SPECIAL AUDIT UNDER REGULATION 17(9]

(1] A futures exchange shall require an Indepzndent auditor to conduct aperatiznal and system audit in
accordance with any or all af the fellowing:

(i} reviewing apprapriatencss of cantrols and safeguards mentioned in regulation S(g);
{il} reviewing the information processing “acilities of the futures excha nge and the integrity of its
systems including:

(2] maintenance of security and conlidentiality over the data of its ele memnts;

(b} security over the physical aperation of the systems;

(e} backup and disaster control and recovery procedures for the systems: and

(d} access cantrols for the systers;
\iif) assessing the Integrity and accuracy of infarmation generated by the futures exchange systems
including, without fimitation:

[a} internal contrals over data input by the futures exchange; and

(0} processing and reporting of transaction data;
{iv) perfarming any ather function ar conducting audit of any other area as may be assizned by the
Cammissian or futures exchange at the time of appointment of such suditor,

(2] A futures exchange shall require an indeperdent auditor to conduct regufatary audit in accordance
with any or all of the following:
(I} ‘ensure compliance with the relevant regulatory framework, including but not limited to:
(a) Futures Marzet Act, 2016
(o) Central Depositaries Act, 1957,
[c) The Companies Ordinance, 1984;
(d] The Futures Exchanges {Licensing and Operations] Regulations, 2017:
le) The regulations of the futures exchange as approved by the Commission under the Futures
Market Act, 2016; and
(f} The palicies, procedures, directives, guidelines, circulars issued/approved by the Commission
af the board of directors of a futures exchange.
] ensure compliance with the Memorandum of Sssociation and Articles of Association of the futures
exchange:
[fi] ensure existence of and compllance with Standard Operating Procedures relating to all major
operational processes;
(v} ensure that policies and procedures are formoiated, to identify and prevent conflict of interest of
directors with the interest of capital market, investars and futures exchange, and are complied with;
v ensure that the futures exchange's system and ralated functionalities aperate in compliance with
the requirements of approved regulations and procedures of the futures exchange; and
[wi} evaluateany other aspect of fulures exchange functions that may be required by the Commissign,
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{ Usmian Hayat |
Secretary to the Commission
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