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Anti-Money Laundering and Countering Financing of Terrorism Regulations for DNFBPs. 

Vide SRO 924/(I)/2020 dated 29th September 2020, FBR has enacted the regulations for the Accountants, Jewelers and 
Real Estate Agent called as the Designated Non-Financial Businesses and Professions (DNFBPs). 

ά!ŎŎƻǳƴǘŀƴǘǎϦ means, other than those regulated by the 
Institute of Chartered Accountants of Pakistan (ICAP) and 
the Institute of Cost and Management Accountants of 
Pakistan (ICMAP), sole practitioners, partners or 
employed professionals within professional firms when 
they carry out the activities as specified in the AML Act. 
The teǊƳ Ψ!ŎŎƻǳƴǘŀƴǘΩ ƛǎ ƴƻǘ ƳŜŀƴǘ ǘƻ ǊŜŦŜǊ ǘƻ ƛƴǘŜǊƴŀƭ 
professionals who are employees of other types of 
businesses, nor to professionals working for government 
agencies. 

άWŜǿŜƭŜǊǎ" means a person who is a bullion dealer or 
engaged in sale of jewelry, precious stones and metals 
including all articles made wholly or mainly of gold, 
platinum, diamonds of all kinds, precious or semi-precious 
stones, pearls whether or not mounted, set or strung and 
articles set or mounted with diamonds, precious or semi-
precious stones or pearls, when they engage in a cash 
transaction with a customer of a value equivalent to Rs. 
two million or more. 

"Real Estate Agent" includes builders, real estate 
developers and property brokers and dealers when 
execute a purchase and sale of a real property, participate 
in a real estate transaction capacity and are exercising 
professional transactional activity for undertaking real 
property transfer. 

Registration and Market Entry Control of DNFBP 

Á Every DNFBP shall be registered with the Board  

Á The DNFBP shall provide requisite information or 
document for the purpose of registration including but 
not limited to criminal records of senior management 
and beneficial owners. 
Á The DNFBP shall notify the Board if it ceases operations 

within thirty business days after ceasing operations. 

Risk Assessment and Mitigation 

Á The DNFBPs shall take appropriate steps to identify, 
assess and understand their risks for customers, 
countries or geographic area, and products, services, 
transactions or delivery channels. This includes a) 
document their risk assessment b) consider all the 
relevant risk factors determining what is the level of 
overall risk and appropriate level and type of mitigation 
to be applied. c) keep the assessment up to date d) have 
appropriate mechanisms to provide risk assessment 
information to Board. 
Á The DNFBPs have policies, controls and procedures to 

manage and mitigate risks and monitor the 
implementation controls. 
Á The DNFBP may take simplified measures to manage 

and mitigate risks only in case if lower risks have been 
identified. 

New products, practices and technologies  

The DNFBP shall identify and assess the ML and TF risk 
that may arise in the development of new products, 
business and practices, furthermore, it shall take 
appropriate measures to manage and mitigate the risks 
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prior to the launch or use of products, practices or 
technology. 

Record Keeping by DNFBP 

Á The DNFBPs shall maintain record sufficient to permit 
reconstruction of individual transactions so as to 
provide, when necessary, evidence for prosecution of 
criminal activity. Copies of documents shall be stamped 
άhǊƛƎƛƴŀƭ {ŜŜƴέ ōȅ ǘƘŜ 5bC.tǎ ŀŦǘŜǊ ǾƛŜǿƛƴƎ ǘƘŜ ƻǊƛƎƛƴŀƭ 
documents. Furthermore, DNFBPs shall keep a list of all 
such customers where business transactions were 
refused or needed to be closed. 
Á The DNFBPs shall retain the record for a minimum 

period of five years after the business relationship is 
terminated. 
Á The DNFBPs shall retain such records till the disposal of 

case in case of litigation or the same are required by a 
court of law or other competent authority for the such 
time as the litigation is resolved or until the court of law 
or competent authority indicates that the records no 
longer need to be retained.  

 

Compliance program 

Á The DNFBPs shall a) implement the compliance 
management arrangements, including the appointment 
of a compliance officer at the management level directly 
reportable to the Board of Directors or CEO or 
Committee having access of all customers records who 
shall inform and monitor and timely report the 
suspicious and currency transactions to FMU b) 
screening procedures when hiring employees c) on 
going employees training program and d) an 
independent audit function to test the system. 
Á In case of corporate group, DNFBP shall implement a) 

policies and procedures for sharing information 
required for the purposes of CDD and risk management 
b) the provision, at group-level compliance, audit, 
and/or AML & CFT functions, of customer, account, and 
transaction information from branches and subsidiaries 
when necessary for AML & CFT purposes c) adequate 
safeguards on the confidentiality and use of information 
exchanged. 

Á The DNFBP shall ensure that their foreign branches and 
majority-owned subsidiaries apply AML & CFT measures 
consistent with Pakistan requirements at minimum. 

Customer Due Diligence (CDD) and Beneficial Ownership 

Á DNFBPs shall conduct CDD when engage in the 
following activities: 
a) Real Estate Agents- when they are involved in 

transactions for a client concerning the buying and 
selling of real estate. 

b) Jewelers and Dealers in previous metals and stones- 
when they engage in any cash transaction with a 
customer or client equal to or above Rs. 2 million 

c) Accountants- when they prepare for, or carry out, 
transactions for their clients concerning the activities 
as stated in the AML Act. 

Á The DNFBP shall identify the customer whether 
entering into a business relationship or conducting an 
occasional transaction, and verify the customers 
identity using reliable, independent sources 
documents, data and information.  
Á The DNFBP shall also identify the beneficial owner and 

take reasonable measures to verify the identity by using 
reliable and independent document, data or sources of 
information.  
Á In case of an authorized agent or representative, the 

DNFBP shall identify every person who acts on behalf of 
the customer. Verify the identity using reliable and 
independent documents, data or information and verify 
the authority of person to act on behalf of the customer. 

Ongoing due diligence  

Á Scrutinizing transactions undertaken throughout the 
course of that relationship to ensure that the 
transactions are consistent with the DNFBPs 
knowledge of the customer, their business and risk 
profiles including the source of funds.  

Á Ensuring that documents, data, or information 
collected under CDD is kept up-to-date and relevant. 

Due diligence of legal persons or legal arrangements 
Á The DNFBPs shall identify the customer and verify its 

identity by obtaining the following additional 
information: 
a) Nature of tƘŜ ŎǳǎǘƻƳŜǊΩǎ ōǳǎƛƴŜǎǎ ŀƴŘ ƛǘǎ ƻǿƴŜǊǎƘƛǇ 

and control structure. 
b) Name, legal form and proof of existence. 
c) The powers that regulate and bind the legal persons 

or arrangement as well as the names of the relevant 
persons 
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d) The address of the registered office and, if different, 
a principal place of business. 

Á The DNFBP shall identify and take reasonable measures 
to verify the identity of the beneficial owners through 
the following information: 

a) Identifying the natural person if any who ultimately 
has a controlling ownership interest 

b) Identity of the natural person if any exercising 
control of the legal persons or arrangements through 
other means or 

c) Identity of the relevant natural person who holds the 
position of senior managing official. 

Following documents are required for the verification of 
natural person: 

i. CNIC, NICOP or Passport 
ii. Pakistan origin card (POC) issued by NADRA 
iii. Form B or smart/juvenile card issued by NADRA 
iv. In case the natural person is a foreign national, Alien 

Registration Card (ARC) issued by National Aliens 
Registration Authority (NARA) or Ministry of Interior or 
passport having valid visa 

Following documents are required for the verification of 
legal person, certified copy of: 

i. Resolution of BOD for opening of account specifying 
the person authorized to open and operate the 
account 

ii. Memorandum of Association 
iii. Articles of Associations 
iv. Certificate of incorporation 
v. Certificate for commencement of business from SECP 
vi. List of directors required to be filed under the 

Companies Act, 2017 
vii. Identity documents of all directors, beneficial owners 

& person authorized to open and operate account  
viii. any other documents as deemed necessary 

For the customers that are legal arrangements: 

a) For trust, the identity of the settler, the trustee(s), the 
protector (if any), the beneficiaries or class of 
beneficiaries, and any other natural persons 
exercising ultimate effective control over the trust 
(including through a chain of control/ownership). 

b) For Waqf and other types of legal arrangements, the 
identity of persons in equivalent or similar positions. 

c) Where any of the persons specified in clause (a) or (b) 
is a legal person or arrangement, the identity of the 
beneficial owner of that legal person or arrangement 
shall be identified. 

Following documents are required for the verification of 
legal arrangements: 

i. The instrument creating the Legal Arrangement 
ii. Registration documents and certificates 
iii. ¢ƘŜ [ŜƎŀƭ !ǊǊŀƴƎŜƳŜƴǘΩǎ ōȅ ƭŀǿǎΣ ǊǳƭŜǎ ŀƴŘ 

regulations 
iv. Documentation authorizing any person to open and 

operate the account 
v. Any other document as deemed necessary 

In respect of Government institutions and entities not 
covered here in above 

i. CNICs of the authorized persons 
ii. Letter of authorization from the authority concerned 

Enhanced Due Diligence (EDD) 

The DNFBPs shall apply EDD in the following 
circumstances, including but not limited to: 

Á Business relationship and transactions with natural and 
legal persons when the risks are higher 
Á Business relationship and transaction with natural and 

legal persons from countries for which this is called for 
by the FATF; and 
Á Politically Exposed Persons (PEPs) and their close 

associates and family members 

EDD measures shall be the following: 

a) Obtaining additional information on the customer (e.g. 
volume of assets, information available through public 
databases, internet, etc.) 

b) Obtaining additional information on the intended 
nature of the business relationship 

c) Obtaining information on the source of funds or source 
of wealth of customer 

d) Obtaining information on the reasons for intended or 
performed transactions 

e) Obtaining the approval of senior management to 
commence or continue the business relationship 

f) Conducting enhanced monitoring of the business 
relationship. 

DNFBPs Risk management System 

Apply at minimum the following EDD measures: 

i. Obtain approval for senior management to establish 
or continue a business relation with a PEP 

ii. Take reasonable measure to establish the source of 
wealth and funds 

iii. Conduct enhanced ongoing monitoring of business 
relations  
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Simplified Due Diligence (SDD) 

The DNFBPs may apply SDD when identifying and verifying 
the identity of a customer or beneficial owner, only where 
lower risks have been identified through its own risk 
assessment and any other risk assessments publicly 
available or provided by the FBR or in accordance with 
these regulations. 

a) Verifying the identity of the customer and the 
beneficial owner after the establishment of the 
business relationship. 

b) Reducing the degree of on-going monitoring and 
scrutinizing transactions. 

c) Not collecting specific information or carrying out 
specific measures to understand the purpose and 
intended nature of the business relationship. 

The DNFBP shall not apply any SDD whenever there is a 
suspicion of money laundering or terrorist financing. 

Reliance on Third Parties 

The DNFBPs may rely on a third party for identification of 
customer and CDD, provided relying DNFBP: 

a) Will remain liable for any failure to apply such 
indicated CDD measures above. 

b) Immediately obtain from the third party the required 
information concerning CDD as set out in these 
Regulations 

c) The reporting entity shall keep those copes of 
identification; and  

d) Satisfy itself that the Third Party is supervised by an 
AML/CFT regulatory Authority or an equivalent 
foreign authority and has measures in place for 
compliance with AML Act obligation of CDD and 
record keeping. 

Where a DNFBP relies on a third party that is part of the 
same corporate group, the DNFBP ensure the following: 

a) The corporate group applies CDD and record keeping 
requirements in accordance with AML Act and 
regulations 

b) The implementations of requirements in paragraph 
(a) is supervised by an AML/CFT regulatory authority 
or an equivalent foreign authority 

c) The corporate group has adequate, measures in place 
to mitigate any higher country risks. 

Targeting Financial Sanction (TFS) 

a) The DNFBP shall develop a mechanism, processes and 
procedures for screening and monitoring customers 
and potential customers to detect any matches or 
potential matches in the SROs and notifications issued 
by Ministry of Foreign Affairs, National Counter 
Terrorism Authority and Ministry of Interior. 

b) If during the screening or monitoring process a 
positive or potential match is found then DNFBP shall: 
a) Free without delay in accordance with respective 

SRO 
b) Not provide any services or property or any other 

related  
c) Reject the transaction, attempted transaction or 

the customer if the relationship has not 
commenced. 

Reporting of STR and CTR by DNFBP 

The DNFBP shall file STR and CTR to FMU, as per the 
requirements prescribed by FMU as required under 
section 7 of AML Act.
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SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN (SECP) RELATED UPDATES

Reporting of sugar sector under Third Schedule to the 

Companies Act 2017 

Vide S.R.O. 614 (I)/2020 dated 6th July 2020, SECP has 
classified that for the non-listed companies the applicable 
Accounting Framework would be International Financial 
Reporting Standards for all companies engaged in 
production and sale of sugar under Fifth Schedule of the 
Companies Act. 

Setting up of a Corporate Restructuring Board under the 

Amendment Ordinance 2020 

Vide notification No. F. 2(1)/2020-Pub dated 7th July 2020, 
Corporate Restructuring Companies (Amendment) 
Ordinance, 2020 has been approved by amending the 
Corporate Restructuring Companies Act (CRC), 2016 
whereby it has been directed to the federal government 
to constitute a Corporate Restructuring Board (CRB) 
having professionals for recovery of non-performing 
assets or restructuring and rehabilitation of companies in 
financial distress. 

A Corporate Restructuring Board (CRB) shall be 
constituted by the Federal Government consisting of not 
more than 5 Members who shall be Professionals (having 
experience and sound knowledge with company law or 
recovery of non-performing assets or restructuring and 
rehabilitation of companies in financial distress); and shall 
be subject to conditions as defined in the rules, such as, 
their functions, remuneration, eligibility & qualifications, 
budgetary allocation and any other matter that may be 
considered necessary to expedite the matters. 

Now the CRC may be appointed by a financial institution 
for the recovery of non-performing assets, provided that 
in an agency relationship, the financial institution shall not 
transfer such non-performing assets to the CRC. 

Previously, a non-performing asset means a financial 
asset where any amount receivable with respect to it was 
not received within 1 year. After the amendment, Non-
performing assets also include an asset which the financial 
institution has classified as a loss in its books and for this 
particular asset the condition of 1-year arrear is not 
mandatory. 

Under the new law, a Corporate Restructuring Company, 
holding at least two-third in value of the principal amount 
payable to the secured financial institutions, may present 

a scheme to the Corporate Restructuring Board which 
may sanction such a scheme. 

To determine the principal amount required by the CRC to 
propose a Scheme, it shall use the publicly available 
information and shall send a notice to secured financial 
institutions to swear the amount owed to them by the 
obligor and also the nature and extent of security related 
and issue an affidavit in this regard. If the affidavit 
provided is false or incorrect, it shall invite penalties not 
exceeding Rs 50 million. 

The CRB shall invite objections to the proposed scheme 
and where no objection is presented, the scheme may be 
sanctioned. Once the scheme is sanctioned, it shall 
override any other Law applicable, any Agreement or 
Contract applicable to the Obligor and any Agreement 
with the financial institution and other creditors of the 
concerned Obligor. Any person aggrieved by the Scheme 
shall file an appeal with the Court, within 30 days of its 
date of sanction. 

Once the scheme is sanctioned, all legal suits against the 
Obligor shall stand abated, except for the Legal suits 
provided for in the Scheme, which shall continue. 

Under the revised law, a new section has been inserted to 
grant powers to CRC to constitute one or more Trusts in 
order to acquire non-performing assets from financial 
institutions, with certain conditions such as the 
agreement shall be entered into by the CRC on behalf of 
the Trust; and that Trust shall be managed by the CRC. 

The transfer has now also been deemed by an operation 
of law (and not a mere transaction or an agreement 
between two parties). Previously, a financial institution 
could not transfer its non-performing assets to any CRC 
which was either established, owned or controlled by the 
same financial institution or its affiliates. After the 
amendment, non-performing assets can be transferred to 
a CRC even if it was established or is owned by the same 
financial institution, however, it should not be controlled 
by it. 

Prohibition on the issuance of bearer shares and record 

of ultimate beneficial owner 

On 26th August, the president of Pakistan has approved 
the following changes in the Companies Act 2017 which 
shall be called as the Companies (Amendment) Act, 2020. 
The important changes are given hereunder: 
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No company shall allot, issue, sell, transfer or assign any 
bearer shares, bearer share warrants or any other equity 
or debt security of a bearer nature, by whatever name 
called, and any allotment, issue, sale, transfer, assignment 
or other disposition of any such bearer shares or bearer 
share warrants or any other equity or debt security of a 
bearer nature, shall be void. 

Furthermore, all existing bearer shares or bearer share 
warrants, if any, shall either be registered or cancelled, in 
such manner and within such period, as may be specified. 

Any contravention or default in complying with the 
requirements of this section shall be liable in case of a 
director or officer of the company or any other person, to 
a penalty which may extend to one million rupees; and the 
company, to a penalty which may be extend to ten million 
rupees. 

C company shall maintain information of its ultimate 
beneficial owners in such form and manner, within such 
period and obtain such declaration from its members as 
may be specified. 

Every company shall, in such form and manner as may be 
specified, maintain a register of its ultimate beneficial 
owners and shall timely record their accurate and 
updated particulars, including any change therein, and 
provide a declaration to this effect to the registrar and 
where any government is a member of a company such 
particulars of the relevant government shall be entered in 
the register of ultimate beneficial owners in the specified 
manner. 

Limited liability Partnership (Amendment) Act, 2020  

On 26th August, the president of Pakistan has approved 
the following changes in the Partnership Act 2017 which 
shall be called as Limited liability Partnership 
(Amendment) Act, 2020. The important changes are given 
hereunder: 

A limited liability partnership shall obtain, maintain and 
timely update particulars of ultimate beneficial owner, 
including any change therein, of any person who is a 
partner in limited liability partnership in such form, 
manner and submit such declaration to the registrar as 
may be specified. Whereby for the purpose of this section 
the term 'ultimate beneficial owner' means a natural 
person who ultimately and effectively owns or controls a 
limited liability partnership through direct or indirect 
rights or who shares at least one fourth of the net profits 
and losses of the partnership. 

Furthermore, any contravention or default in complying 
with requirement of this section shall be an offence liable 
in case of: 

(a) a partner, designated partner or officer, to a fine which 
may extend to one million rupees; and (b) the limited 
liability partnership, to a fine which may extend to ten 
million rupees." 

Revision in procedures of Asset Management Companies 

Vide S.R.O. 613 (I)/2020 dated 7th July 2020, SECP has 
amended the Non-Banking Finance Companies and 
Notified Entities Regulations, 2008 whereby, for the 
purpose of this Regulation the expression "accounting 
income" means income calculated under the 
International Accounting Standards and verified by the 
auditors provided that in case of Exchange Traded funds 
accounting Income shall also include net of element of 
income created through income statement at the time of 
issuance and/or redemption of units. Provided that in 
case of Exchange Traded Funds receipt and payment of 
element of income relating to income statement is taken 
to Income Statement both at the time of issuance and 
redemption of units. 

Amendments to the Companies (Incorporation) 

Regulations, 2017 

S.R.O. 927 (I)/2020 dated 28th September 2020 SECP has 
made the amendments in the Companies (Incorporation) 
Regulations, 2017  whereby in case of a subscriber holding 
at least twenty five percent of the shares, voting rights or 
controlling interest in the proposed company on behalf of 
some other natural or legal person, following additional 
particulars of ultimate beneficial owner(s), shall be 
obtained and maintained: a. Name of the subscriber 
(natural or legal person) b. Name of the natural person(s) 
who is/are the Ultimate Beneficial Owner (UBO) of 
subscriber ŎΦ CŀǘƘŜǊΩǎ ƴŀƳŜκ{ǇƻǳǎŜΩǎ bŀƳŜ ƻŦ ¦.h d. 
NIC/NICOP/ Passport no. of UBO along with date of issue 
e. Nationality of UBO f. Country of origin of UBO (in case 
of foreign national or dual national) g. Usual residential 
address of UBO h. Email address of UBO i. Date in which 
the UBO status was acquired. 

in case of indirect shareholding, control or interest being 
exercised through intermediary companies, entities or 
other legal persons or legal arrangements in the chain of 
ownership or control through at least twenty-five percent 
of the shares, voting rights or controlling interest in the 
proposed company, reasonable measures shall be taken 
to obtain the following particulars of the ultimate 
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beneficial owner of the legal persons or arrangements. If 
there is no natural person, it should obtain the identity of 
the relevant natural person who holds the position of 
senior managing official. 

Amendments to the Foreign Companies Regulations, 

2018 

Vide S.R.O. 926 (I)/2020 dated 28th September 2020, SECP 
has made the amendments to the Foreign Companies 
Regulations, 2018 whereby  it is required to provide and 
maintain the record of the ultimate beneficiary ownership 
in case of a member of a foreign company holding at least 
twenty five percent of the shares, voting rights or 
controlling interest in the foreign company on behalf of 
some other person. Following additional particulars of 
ultimate beneficial owner(s), shall be obtained, 
maintained and duly updated by the foreign company: 

a. Name of the member of the foreign company not 
having beneficial interest in the foreign company b. Name 
of the natural person who is the ultimate beneficial owner 
of the foreign ŎƻƳǇŀƴȅ ŎΦ CŀǘƘŜǊΩǎ ƴŀƳŜκ{ǇƻǳǎŜΩǎ bŀƳŜ 
d. NIC/NICOP/ Passport no. along with date of issue e. 
Nationality f. Country of origin g. Usual residential address 
h. Email address  i. In case of indirect shareholding or 
control, additional particulars shall be submitted of legal 
persons or legal arrangement through whom 
shareholding, interest or control exercised in the chain of 
ownership or control. 

(AML/CFT) Regulations, 2020 for securities brokers, 

futures brokers, Insurers, Takaful Operators, NBFCs and 

Modarabas regulated by SECP 

Vide S.R.O. 921 (I)/2020 dated 28th September 2020 SECP 
has approved the said regulations.  

Risk Assessment 

Regulated person means securities brokers, futures 
brokers, Insurers, Takaful Operators, NBFCs and 
Modarabas regulated by SECP under the administered 
legislation, shall take appropriate steps in accordance 
with section 7F of the AML Act to identify, assess and 
understand its money laundering, and terrorism financing 
risks for customers, countries or geographic areas and 
products, services, transactions or delivery channels. 
Whereby section 7F states that every reporting entity 
shall, in accordance with the regulations issued by 
relevant regulatory authority of that reporting entity, 
conduct customer due diligence and maintain record of 
transactions, accounts files and documents obtained 
through such due diligence. The regulated person shall: 

Document their risk assessments 

Á Consider all the relevant risk factors before 
determining what is the level of overall risk and the 
appropriate level and type of mitigation to be applied 

Á Keep their risk assessments up to date 
Á Categorize its own overall entity level risk as high, 

medium or low based on the result of risk assessment; 
and 

Á Have appropriate mechanism s to provide risk 
assessment information to the Commission. 

Risk Mitigation and Applying Risk Based Approach 

The regulated person shall use άrisk-based ŀǇǇǊƻŀŎƘέ ǘƘŀǘ 
are commensurate with the risks identified. In this regard, 
the actions taken by them shall also include the following: 

Á Have policies, controls and procedures, which are 
approved by its board of directors, to enable them to 
manage and mitigate the risks that have been 
identified in its own risk assessment and any other risk 
assessment publicly available or provided by the 
Commission 

Á Monitor the implementation of those policies, 
controls and procedures and to enhance them if 
necessary and 

Á Take enhanced measures to manage and mitigate the 
risks where higher risks are identified. 

Customer Due Diligence (CDD) 

¶ The regulated person shall identify the customer and 
verify the identity of that customer and beneficial 
owner before establishing a business relationship or 
during the course of establishing a business 
relationship using reliable and independent 
documents, data and information as set out in these 
regulations.  

¶ Where the customer is represented by an authorized 
agent or representative, the regulated person shall 
identify every person who acts on behalf of the 
customer and verify the identity of that person in 
using reliable and independent documents, data and 
information and verify the authority of that person to 
act on behalf of the customer. 

¶ The regulated person shall take following additional 
information: 1) name, legal form and proof of 
existence 2) The powers that regulate and bind the 
legal person or arrangement, as well as the names of 
the relevant persons having a senior management 
position in the legal person or arrangement and 3) 
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The address of the registered office and, if different, 
a principle place of business. 

¶ For customers that are legal persons or legal 
arrangements, the financial institution should be 
ǊŜǉǳƛǊŜŘ ǘƻ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜ ƴŀǘǳǊŜ ƻŦ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ 
business and its ownership and control structure. 

Ongoing Monitoring 

Á The regulated person shall conduct ongoing due 
diligence on the business relationship, including 
scrutinizing transactions undertaken throughout the 
course of that relationship to ensure that the 
transactions being conducted are consistent with the 
ǊŜƎǳƭŀǘŜŘ ǇŜǊǎƻƴΩǎ ƪƴƻǿƭŜŘƎŜ ƻŦ ǘƘŜ ŎǳǎǘƻƳŜǊΣ ǘƘŜƛǊ 
business and risk profile, including where necessary, 
the source of funds; 

Á Obtaining information and examining, as far as 
possible, the background and purpose of all complex 
and unusual transactions which have no apparent 
economic or visible lawful purpose. The background 
and purpose of these transactions shall be inquired 
and findings shall be documented with a view of 
making this information available to the relevant 
competent authorities when required. 

Á Undertaking reviews of existing records and ensuring 
that documents, data or information collected for the 
CDD purposes is kept up-to-date and relevant, 
particularly for higher risk categories of customers. 

Existing Customers 

The regulated person shall apply CDD requirement to its 
existing customers on the basis of materiality and risk. The 
regulated person shall block accounts without identity 
document (after serving one-month prior notice) for all 
withdrawals, until the subject regulatory requirement is 
fulfilled.  For customers whose accounts are dormant or 
in-operative, withdrawals shall not be allowed until the 
account is activated on the request of the customer.  

Enhanced Due Diligence (EDD) 

The regulated person shall apply EDD where a customer 
presents high risk of ML/TF including but not limited to 
the following circumstances: 

Á business relationships and transactions with natural 
and legal persons when the ML/TF risks are higher 

Á business relationships and transactions with natural 
and legal persons from countries for which this is 
called for by the FATF 

Á PEPs and their close associates and family members 

EDD measures include but shall not be limited to the 
following measures: 

Á Obtaining additional information on the customer 
(e.g. volume of assets, information available through 
public databases, internet, etc.), and updating more 
regularly the identification data of customer and 
beneficial owner 

Á Obtaining additional information on the intended 
nature of the business relationship; 

Á Obtaining additional information on the intended 
nature of the business relationship; 

Á Obtaining information on the reasons for intended or 
performed transactions. 

Á Obtaining the approval of senior management to 
commence or continue the business relationship; 

Á Conducting enhanced monitoring of the business 
relationship, by increasing the number and timing of 
controls applied, and selecting patterns of 
transactions that need further examination. 

Á the regulated person shall implement appropriate 
internal risk management systems, to determine if a 
customer or a beneficial owner is a PEP or a close 
associate or family member of a PEP, both prior to 
establishing a business relationship or conducting a 
transaction, and periodically throughout the course of 
business relationship. The regulated person shall 
apply, at minimum the following EDD measures: 
o obtain approval from senior management to 

establish or continue a business relationship 
where customer or a beneficial owner is a PEP or 
close associate or family member of a PEP or 
subsequently becomes a PEP, close associate and 
family member of a PEP; 

o take reasonable measures to establish the source 
of wealth and the source of funds of customers 
and beneficial owners identified as a PEP, close 
associate or family member of a PEP; and 

o conduct enhanced ongoing monitoring of 
business relations with the customer or beneficial 
owner identified as a PEP, close associate and 
family member of a PEP. 

Simplified Due Diligence (SDD) 

(1) The regulated person may apply SDD only where low 
risk is identified through adequate analysis through 
its own risk assessment and any other risk assessment 
publicly available or provided by the Commission. 

(2) The decision to rate a customer as low risk shall be 
justified in writing by the regulated person. 

(3) SDD measures include the following measures: 
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Á Verifying the identity of the customer and the 
beneficial owner after the establishment of the 
business relationship; 
Á Reducing the degree of on-going monitoring and 

scrutinizing transactions, based on a reasonable 
monetary threshold as prescribed or as set out by 
the Commission; 
Á Not collecting specific information or carrying out 

specific measures to understand the purpose and 
intended nature of the business relationship, but 
inferring the purpose and nature from the type of 
transactions or business relationship established. 

 

(4) The regulated person shall not apply any simplified 
CDD whenever there is a suspicion of money 
laundering or terrorist financing. 

Reliance on Third Parties 

Any regulated person may rely on a third party to conduct 
CDD on its behalf, provided that the regulated person 
shall: 

Á remain liable for any failure to apply such indicated CDD 
measures above; 
Á immediately obtain from the Third Party the required 

information concerning CDD; 
Á take steps to satisfy itself that copies of identification 

data and other relevant documentation relating to CDD 
requirements will be made available from the third 
party upon request without delay; 
Á keep that copies of identification; and 
Á satisfy itself that the Third Party is supervised by an 

AML/CFT regulatory authority or an equivalent foreign 
authority and has measures in place for compliance 
with AML Act obligation of CDD and record keeping 

In addition to subsection 24(1), when determining in 
which country a third party may be based, the regulated 
person shall have regard to available information on the 
level of country risk 

Notwithstanding any reliance upon a third party, the 
regulated person shall ultimately remain responsible for 
its AML/CFT obligations, including generating STRs and 
shall carry out ongoing monitoring of such customer itself 

TFS Obligations 

The regulated person shall undertake TFS obligations 
under the United Nations (Security Council) Act 1948 
and/or Anti-Terrorism Act 1997 and any regulations made 
there under, including: 

Develop mechanisms, processes and procedures for 
screening and monitoring customers, potential customers 
and beneficial owners/associates of customers to detect 
any matches or potential matches with the stated 
designated/proscribed persons in the SROs and 
notifications issued by the MoFA, NACTA and MoI. 

If during the process of screening or monitoring of 
customers or potential customers the regulated person 
finds a positive or potential match, it shall immediately: 

i. freeze the relevant funds and assets without delay the 
ŎǳǎǘƻƳŜǊΩǎ ŦǳƴŘκ ǇƻƭƛŎȅ ƻǊ ōƭƻŎƪ ǘƘŜ ǘǊŀƴǎŀŎǘƛƻƴΣ 
without prior notice if it is an existing customer in 
accordance with the respective SRO. 

ii. prohibit from making any funds or other assets, 
economic resources, or financial or other related 
services and funds in accordance with the respective 
SRO 

iii. Reject the transaction or attempted transaction or 
the customer, if the relationship has not commenced. 

iv. In all cases referred to in (b), the regulated person 
shall file a suspicious transaction report to the FMU in 
case that person is designated under United Nations 
Security Council Resolutions, or proscribed under the 
Anti-Terrorism Act, 1997 and simultaneously notify 
the Commission in the manner as may be instructed 
from time to time by the Commission. 

v. implement any other obligation under the AML Act 
2010, United Nations (Security Council) Act 1948 and 
Anti-Terrorism Act 1997 and any regulations made 
there under. 

Explanation:- For the purposes of this section the 
expression associates means persons and 
entities acting on behalf of, or at the direction, or for 
the benefit, of proscribed/ designated entities and 
individuals that may be determined on the basis of 
appropriate screening of sanctions lists, disclosed 
nominee/beneficiary information, publicly known 
information, Government or regulatory sources or 
reliable media information, etc 

Oversight Regulations for Self-Regulatory Bodies of 

Accountants, 2020 

Vide S.R.O. 919 (I)/2020 dated 28th September 2020, SECP 
has enacted these regulations.  

Á Every Self-Regulatory Body (SRB) which means ICAP and 
ICMAP shall identify, assess and understand the ML/TF 
Ǌƛǎƪǎ ǘƻ ǿƘƛŎƘ ǘƘŀǘ {w.Ωǎ ǊŜǇƻǊǘƛƴƎ ŜƴǘƛǘƛŜǎ ŀǊŜ ǎǳōƧŜŎǘΦ 
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Á The SRB shall adopt a risk-based approach to the 
exercise of its supervisory functions as informed by the 
national risk assessments and the risk assessment 
carried out by the SRB itself. 
Á The SRB shall base the frequency and intensity of its on-

site, off-site supervision and its outreach activities on 
the risk profiles. 

Supervision 

a) Every SRB shall introduce regulations pursuant to the 
AML Act pertaining to:  

Á Risk assessment, mitigation and applications of a risk- 
based approach 
Á Customer due diligence requirements; including but not 

limited to: 
Á Requirements to identify and verify customers, 

beneficial owners 
Á Requirements to conduct ongoing monitoring 
Á requirements to apply enhanced customer due 

diligence measures, including with respect to politically 
exposed persons 
Á Internal controls requirements 
Á Training and capacity building requirements 
Á Duty to co-operate with competent authorities 
Á Targeted financial sanction (TFS) requirements 
Á Risk assessment and mitigating requirement for new 

products, practices and technologies 
Á Requirements on reliance on third parties 
Á Record-keeping requirements; 
Á Countermeasures requirements; 
Á Any other item as notified in the Act 

b) apply suitable market entry controls to ensure that it 
does not professionally accredit accountants 
that are criminals or acting as an associate of criminal, 
or whose beneficial owner is a criminal or 
criminal associate; 

c) provide adequate resources with the appropriate 
qualifications, integrity and professional skills to 
carry out the supervisory, enforcement and outreach 
functions; 

d) appoint a person to monitor and manage the its 
compliance with its duties under the Act and 
Regulations made thereunder, who shall cooperate 
with authorities and ensure that the SRB responds to 
any request from any AML/CFT regulatory authority 
about any reporting entity; 

e) keep and maintain a record in writing of the actions it 
has taken in the course of performing its 
functions; 

f) monitor and supervise compliance with the 
requirements of the regulations including ensuring 
that reporting entities have adequate policies, 
controls and procedures to implement those 
requirements in line with the ML/TF risks; 

g) apply effective, proportionate and dissuasive 
sanctions to its reporting entities  

h) establish and maintain policies, controls and 
procedures to mitigate and manage effectively the 
risks of money laundering and terrorist financing 
identified in risk assessments undertaken by the 
reporting entity 

Guidance and guidelines:  

In exercising its supervisory functions, the SRB must take 
account of any guidelines issued by its relevant AML/CFT 
regulatory authority, the FMU, Ministry of Foreign Affairs 
(MOFA), Ministry of Interior (MOI) and NACTA. 

Reporting of Suspicious Transactions: 

Every SRB must immediately report Suspicious 
Transaction Report (STR) to the FMU that it encounters 
during the normal course of its duties or functions. A 
disclosure made is not to be taken to breach any 
restriction, however imposed, on the disclosure of 
information. 

Independence and Confidentiality: 

Every SRB shall ensure that its functions are exercised 
independently of any of its other functions and sensitive 
information shall be handled with the confidentiality, in 
accordance with any relevant laws. 

Guidance mechanism:  

Each SRB shall conduct ongoing outreach to reporting 
entities to promote a clear understanding of their 
AML/CFT and TFS obligations and ML/TF risks. 

Supervisory Information: 

Each SRB must report annually to the oversight body, 
regarding the compliance with this regulation, the 
number of reporting entities who are individuals, and the 
number of reporting entities, the number of applications 
for membership which the SRB has received, rejected, and 
accepted. Furthermore, to report annually the services 
provided by its reporting entities, the risk ratings of REs 
subject to the supervision of the SRR and the number, 
amount and type of sanctions it has imposed in relation to 
contraventions of relevant section(s) of SRB Regulations 
on its supervised reporting entities, including the reasons 
for deciding not to take disciplinary action in certain cases. 
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Functions of Oversight Body: 

Á The Oversight Body shall approve any regulations issued 
under these regulations prior to those regulations 
coming into force. 
Á The oversight body may require any information 

provided under this regulation through notice 
containing the reason, to be provided in such form as it 
may reasonably require. 
Á The Oversight Body has the authority to order an 
ŜȄŀƳƛƴŀǘƛƻƴ ƻǊ ƛƴǾŜǎǘƛƎŀǘƛƻƴ ƛƴǘƻ ǘƘŜ {w.Ωǎ activities as 
set out in this regulation. Furthermore, the Oversight 
Body can appoint a skilled Person to investigate the 
matter and, in this regard, the Oversight Body can 
impose charges on SRB for expenses incurred by the 
Oversight Body in relation to an appointment of skilled 
person. 

Penalty:  

Any SRB who contravenes or fails to comply with any 
provision of these regulations shall be 
liable to a sanction in accordance with the AML/CFT 
Sanctions Rules, 2020 issued under the AML Act 
and imposed by the Oversight Body according to sub-
section (c) of section 6C of the AML Act. 

Amendments to the Companies (General Provisions and 

Forms) Regulations, 2018 

Vide S.R.O. 928 (I)/2020 dated 28th September 2020, the 
SECP has made the changes in the Companies (General 
Provisions and Forms) Regulations, 2018. Following new 
forms in the said regulations have been introduced: 

Á Form 40- Public notice to holders of securities of 

bearer nature issued by a company 

Á Form 41- Register containing particulars of holders of 

securities of bearer nature and particulars of such 

securities surrendered or cancelled 

Á Form 42- Notice to members for providing particulars 

of ultimate beneficial owners 

Á Form 43- Notice to members for providing particulars 

of ultimate beneficial owners 

Á Form 44- Declaration by member about change of 

ultimate beneficial owners or particulars thereof 

Á Form 45- Declaration of compliance with the 

provisions of section 123A of the Companies Act, 

2017 

Furthermore, regulation 16A has been added regarding 
the Procedure for registration or cancellation of securities 
of bearer nature, whereby if a company has issued any 

equity or debt security of a bearer nature, by whatever 
name called, it shall, within three months of coming into 
force of section 60A of the Act, publish a notice as per 
Form 40, in at least one daily English and Urdu language 
national newspaper, requiring the holder(s) to surrender 
such securities to the company for their registration in the 
name of the holder(s). 

In reply to the notice, every person who is the holder of 
any security of a bearer nature mentioned in sub-
regulation (1) shall, within three months of the 
publication of such notice, surrender the same to the 
company for its registration. 

Any security of a bearer nature, which has been 
surrendered and registered or cancelled by the company, 
shall be duly accounted for in the next annual return to be 
filed by the company. 

Furthermore, section 19A has been added whereby 
additional particulars of Ultimate Beneficial Owners shall 
be shared by a company within three months of coming 
into force of section 123A of the Act, and take reasonable 
measures to identify and obtain the information of its 
ultimate beneficial owners, as per Form 42, by issuing a 
notice to every member who directly holds at least twenty 
five percent of shares or voting rights in the company or 
to the representative of every legal person or legal 
arrangement which holds at least twenty five percent of 
shares or voting rights in the company. 

Amendments to the Companies (Incorporation) 

Regulations, 2017 

Vide S.R.O. 927 (I)/2020 dated 28th September 2020, SECP 
has made amendments in the Companies (Incorporation) 
Regulations, 2017. Whereby in case of a subscriber 
holding at least twenty five percent of the shares, voting 
rights or controlling interest in the proposed company on 
behalf of some other natural or legal person then 
additional particulars of ultimate beneficial owner(s), 
shall be obtained and maintained. 

in case of indirect shareholding, control or interest being 
exercised through intermediary companies, entities or 
other legal persons or legal arrangements in the chain of 
ownership or control through at least twenty-five percent 
of the shares, voting rights or controlling interest in the 
proposed company, reasonable measures shall be taken 
to obtain the additional particulars of the ultimate 
beneficial owner of the legal persons or arrangements. If 
there is no natural person, it should obtain the identity of 
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the relevant natural person who holds the position of 
senior managing official. 

Amendments to the Limited Liability Partnership 

Regulations, 2018 

Vide S.R.O. 925 (I)/2020 dated 28th September 2020, SECP 
has amended the Limited Liability Partnership 
Regulations, 2018 whereby every LLP shall, within three 
months of coming into force of the Act, take reasonable 
measures to identify and obtain the information of its 
ultimate beneficial owners, by issuing a notice to every 
partner who shares at least one fourth of the net profits 
and losses of the partnership or to the representative of 
every legal person or legal arrangement which holds at 
least one fourth of the net profits and losses of the 
partnership. 

In reply to the notice issued by the LLP, every person to 
whom the notice has been issued under these regulations, 
shall submit a declaration in the form specified as LLP 
Form X to the LLP, within fourteen days of the notice, 
indicating the name, address and other particulars as 
specified therein, as are necessary to properly identify the 
ultimate beneficial owner. 

Amendments to the Collateral Management Companies 

Regulations, 2019 

Vide S. R. O. 915 (I)/2020 dated 25th September 2020, 
SECP has made the amendments in the Collateral 
Management Companies Regulations, 2019.  

CMC Means a kind of Agriculture Promotion Company as 
defined in Section 457(5) of the Act and registered with 
the Commission under these Regulations. CMC powers to 
inspect are defined whereby the CMC shall inspect, and 
examine accredited Warehouses and Warehouse 
Operators for compliance with the applicable laws, these 
Regulations and the Standard Operating Procedures, 
pursuant to undertakings given by accredited 
Warehouses and Operators given as a condition of 
accreditation. The CMC may call for information from, 
undertake inspection of (itself or through a third-party 
inspector answerable to it), conduct an inquiry, or audit, 
any and all Warehouses accredited by it, as well as their 
Warehouse Operators. 

Section 12 A has been added whereby In the course of 
proceedings initiated under Regulation 1, or if the CMC 
becomes aware of information on the basis of which it 
would be prudent to take steps to protect the interests of 
Depositors of produce, Holders or other interested third-
parties, pursuant to the written undertakings given by the 

Warehouse Operator at the time of accreditation or 
subsequently, it may issue instructions to a Warehouse or 
Warehouse Operator regarding the release of any and all 
Produce, the imposition of restrictions on any operational 
activities of the Warehouse, the release and transfer of 
any or all Produce deposited at the Warehouse, to any 
other location, the suspension, cancellation, or imposition 
of terms, the replacement or replenishment, arranging for 
additional insurance coverage,  to be purchased on terms, 
for a limit, and for the benefit of such persons, as may be 
stipulated by the CMC; and the carrying out of an audit. 

Section 13A has been added, whereby a Goods Receiving 
Note shall be issued if requested by the Depositor of 
Produce. As soon as the Electronic Warehouse Receipt 
(EWR) is able to be issued, the Goods Receiving Note must 
be surrendered to the Warehouse Operator and in 
substitution thereof, the EWR shall be issued. If a 
Warehouse Operator is unable to substitute a Goods 
Receiving Note with the EWR within two days because of 
failure of the Depositor of Produce to tender the Goods 
Receiving Note for cancellation, the Produce must be 
returned to the Depositor of Produce and the Goods 
Receiving Note will be cancelled. 

Draft Amendments to the Securities and Futures 

Advisers (Licensing and Operations) Regulations, 2017 

Vide SRO 647 dated 27th July 2020, SECP has made draft 
amendments in the Securities and Futures Advisors 
(Licensing and Operations) Regulations, 2017.  

Licensing conditions for securities adviser and futures 
adviser are updated whereby now an individual having 
relevant mandatory certifications from the Institute of 
Financial Markets as specified by the Commission and 
meeting fit and proper criteria can apply to the 
Commission for securities advisor under these 
regulations. In this regard, financial resource requirement 
is amounting to Rs. 500,000 for the individual. The 
requirement for the is that the person is a graduate and 
has a minimum experience of three years of giving 
investment advice in financial 
products/securities/funds/insurance policies, asset or 
portfolio management, or advisory/distribution of units of 
CIS/VPF units, or related experience in the capital market 
or the financial sector. 

Registration of Postal Life Insurance Company Limited 

Vide S.R.O. 794 (I)/2020 dated 26 August 2020, SECP has 
ǊŜƎƛǎǘŜǊŜŘ Ψtƻǎǘŀƭ [ƛŦŜ LƴǎǳǊŀƴŎŜ /ƻƳǇŀƴȅ [ƛƳƛǘŜŘΩ ŀƴŘ 
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authorized it to carry on life insurance business, with 
effect from August 26, 2020. 

Prohibited Dealing in Virtual Currencies/Tokens 

Vide S.R.O. 795 (I)/2020 dated 27th August 2020, SECP has 
prohibited the Companies and LLPs to deal with Virtual 
Currencies (VCs) with reference to the BPRD Circular No. 
03  of the SBP and has stated that the currencies like 
Bitcoin, Litecoin, Pakcoin, OneCoin, DasCoin, Pay 
Diamond etc. or Initial Coin Offerings (ICO) tokens are not 
legal tender, issued or guaranteed by the Government of 
Pakistan. SBP has not authorized or licensed any 
individual or entity for the issuance, sale, purchase, 
exchange or investment in any such Virtual 
Currencies/Coins/Tokens in Pakistan. 

Amendments in the Companies (Further Issue of Shares) 

Regulations, 2020 

Vide SRO 808 (I)/2020 dated 2nd September 2020, SECP 
has made amendments in the said regulations. A listed 
company issuing right shares must report to the 
Commission, the securities exchange for public 
dissemination and disclose in the right offer letter, the 
minimum level of subscription and the factors based on 
which the minimum level is determined, such as the level 
of funding required by the listed company. 

Where the minimum level of subscription is not achieved, 
the right issue shall be terminated and subscription 
received shall be immediately returned to all the 
subscribers or the listed company may enter into an 
underwriting arrangement to achieve subscription of the 
remaining/balance shares. Furthermore, underwriting 
arrangements in relation to issuance of right shares is 
optional and at discretion of the issuing Company. 

Amendments in the Public Offering (Regulated Securities 

Activities Licensing) Regulations, 2017 

Vide 818 (I)/2020 dated 7th September 2020, SECP has 
amended the said regulations whereby SECP has also 
allowed that the scheduled banks, development finance 
institutions and investment finance companies can only 
act as Consultant to the Issue in case of public offering of 
debt securities and Growth Enterprise market. 

In case of scheduled bank, investment finance service 
license holder and development financial institution 
registered with the securities exchange as market maker 
for debt securities, it must be compliant with all the 
requirements laid down by the securities exchange 
relating to market making. 

Amendments in the Public Offering Regulations, 2017 

Vide S.R.O. 819 (I)/2020 dated 7 September 2020, the 
Issuer shall appoint Consultant to the Issue, Book Runner, 
Underwriter, Balloter and Share Registrar and Banker to 
an Issue, where required, through separate agreements in 
writing. Provided that appointment of consultant to the 
Issue shall not be mandatory in case of initial public 
offering of other class of shares by listed companies. 
Provided further that the Commission may consider 
relaxing the appointment of Consultant to the Issue in 
case of privatization of government owned entities by 
Privatization Commission through capital markets. 
Provided further, that in case the Consultant to the Issue 
is not appointed by the Issuer than a specific disclosure in 
this context shall be made on the Cover page of the 
Prospectus. Provided further, that scheduled bank, 
investment finance service license holder and 
development financial institution can only act as 
Consultant to the Issue in case of public offering of debt 
securities. 

Directive ς Red Flags on Associates of Proscribed 

Individuals 

Vide SRO 881 (I)/2020 dated 9th September 2020, the 
Commission hereby directs all the Regulated Persons to 
comply with the requirements of Red Flags/ indicators for 
identification of persons or entities suspected to be acting 
on behalf of or at the direction of designated/proscribed 
individuals or entities. Any person to whom this directive 
applies and who contravenes or fails to comply with the 
requirements of this directive shall be liable to imposition 
of penalty which may extend to ten million rupees and a 
further penalty which may extend to one hundred 
thousand rupees for every day afterward.  

Red Flags Applicable to all SECP Sectors: 

The following indicators should be used to identify 
suspected persons: 

a) A customer appears to have conducted transactions on 
behalf of or at the direction of a designated/ proscribed 
individual. 

b) A customer is an office bearer (trustee/ member/ 
director/ authorized signatory etc.) of a designated/ 
proscribed entity. 

c) A customer is a business partner of an office bearer 
(trustee/ member/ director etc.) of a designated/ 
proscribed entity. 

d) A customer is a close family member of a designated/ 
proscribed individual who is also suspected to be 
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associated with the business of the designated/ 
proscribed individual by way of financial or other 
assistance. 

e) An entity has a designated/ proscribed individual on its 
board or management. 

f) Unilateral sanctions listing identify linkage/ association 
of a customer with a designated/ proscribed individual 
or entity. 

g) Media (Broadcast/ Print/ Social) news highlights 
ŎǳǎǘƻƳŜǊΩǎ ƛƴǾƻƭǾŜƳŜnt in providing financial or other 
assistance to designated/proscribed individual or 
entity. 

h) Inquiry from law enforcement agency/ intelligence 
agency indicating linkage of a customer with 
designated/ proscribed individual or entity. 

Red Flags that specifically relate to Non-banking 
financial institutions (NBFIs) 

i) The customer declares a proscribed person as a 
guarantor of loan or nominee of the customer. 
j) Customer has obtained a loan from an NBFC, but the 
loan shall be utilized by a proscribed person. 
k) Repayment of a loan to the customer is made by a 
proscribed person. 
l) In case of Mutual Funds account to account transfer 
involving transfer to a proscribed individual or entity. 
m) A customer who is refused financial services/ loan due 
to association with a proscribed person approaches 
another financial institution for securing a loan. 

Red Flags based on behavior of an Account Holder 
associated with proscribed individuals or entities: 

a) A customer has provided the same residential/ office 
address that matches the known residential/ office 
address of a designated/ proscribed individual or entity. 

b) A customer has provided the same personal contact 
number that matches the contact number provided 
earlier by a proscribed/ designated customer. 

c) A customer depositing funds in the account of a person 
or entity listed in an international or foreign 
ƧǳǊƛǎŘƛŎǘƛƻƴΩǎ ǎŀƴŎǘƛƻƴǎ ƭƛǎǘǎ ƳŀƛƴǘŀƛƴŜŘ ƛƴ ŀŎŎƻǊŘŀƴŎŜ 
with UNSC resolution 1373. 

d) A customer listed in an international or foreign 
ƧǳǊƛǎŘƛŎǘƛƻƴΩǎ ǎŀƴŎǘƛƻƴǎ list maintained in accordance 
with UNSC resolution 1373, is depositing funds in 
ŀƴƻǘƘŜǊ ŎǳǎǘƻƳŜǊΩǎ ŀŎŎƻǳƴǘΦ 

Draft Companies (Audit of Cost Accounts) Regulations, 

2020 

Vide SRO 881 (I)/2020 dated 9th September 2020, SECP 
has issued the said regulations whereby public interest, 

large and medium sized companies falling within the 
criteria as laid down under the Third Schedule of the 
Companies Act, in the following class of companies, shall 
be required to maintain particulars of cost accounting 
records and prepare cost statements as per relevant 
Schedule mentioned in these regulations. 

Every company engaged in the production, processing 
and manufacturing of: 

Á Sugar 
Á Clinker or cement or both. 
Á vegetable ghee, cooking oil, margarine, bakery 

shortening and allied products, any other product such 
as refined hard oil, margarine or any such product using 
the same plant or machinery, partly or fully. 

The cost accounting records shall be kept in such a way as 
to make it possible to calculate the cost of production and 
cost of sales of each of the products separately.  

The first cost auditor (who is a Chartered Accountant 
within the meaning of the Chartered Accountants 
Ordinance, 1961 (X of 1961), having QCR rating of ICAP or 
a Cost and Management Accountant within the meaning 
of the Cost and Management Accountants Act, 1966 (XIV 
of 1966) shall be appointed by the board within ninety 
days from the date of this notification of these regulations 
or amendment thereof and thereafter cost auditor for 
subsequent financial year shall be appointed within one 
hundred and eighty days of the commencement of every 
financial year of the company. Furthermore, every 
company shall inform the appointment of cost auditor to 
the Commission within a period of fourteen days of the 
board meeting in which such appointment is made. 

Futures Exchange (Licensing and Operations) 

Regulations 2017 

Vide S. R. O. 903 (I)/2020 dated 22nd September 2020, 
SECP has changed the timeline requirement for the 
existing future exchange regarding the three years 
timeline to meet the paid-up capital and net worth.  In this 
regard, an existing futures exchange shall comply with this 
requirement within the timeline specified by the 
Commission. 

Professional Clearing Members Regulations, 2020 

Vide S.R.O. 913 (I)/2020 dated 23rd September 2020, SECP 
has made the said regulations.  

Prohibition. 

No person shall act as or perform the functions of a 
professional clearing member unless such person is 
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licensed with the Commission as a professional clearing 
member. Provided that Commission may register a 
scheduled bank, a development finance institute or a non-
banking finance company, only having license for 
Investment Finance Services, to perform the functions of 
a professional clearing member without obtaining licence. 

Grant of licence 

The commission shall consider the following matters for 
granting a licence: 

The applicant meets the requirements and has the ability 
to efficiently handle its functions and necessary financial 
resources, policies, procedures, systems and controls to 
effectively and efficiently discharge its responsibilities as 
a professional clearing member. License of a professional 
clearing member shall be renewed automatically subject 
to compliance with requirements of the Act.  

Licensing conditions 

Following are the requirements to apply for the license: 

a) it is a public or private company incorporated under the 
Companies Act 

b) the applicant does not hold, directly or indirectly 
(through an associate), a TRE certificate; 

c) the applicant, its directors and senior management 
officers, including chief financial officer, chief 
compliance officer and head of internal audit, are fit and 
proper persons as per the criteria under these 
regulations. 

d) the applicant has financial resources, shareholding and 
governance structure as provided in these regulations 
and is in compliance with the requirements of 
regulation 9 of these regulations. 

Registration to act as professional clearing member for 
entities which are exempt from licensing  

A scheduled bank, a development finance institute or a 
nonbanking finance company only having license for 
Investment Finance Services may apply for registration as 
a professional clearing member by submitting application 
to the Commission.  

The Commission may register an applicant as a 
professional clearing member if it is satisfied that- 

The applicant has the ability to efficiently handle its 
functions as a professional clearing member and fulfill its 
obligations under the Act and these regulations and has 
the necessary financial resources, policies, procedures, 
systems and controls to effectively and efficiently 

discharge its responsibilities as a professional clearing 
member. 

Governance and financial resources requirements.  

A professional clearing member must comply with the 
Listed Companies (Code of Corporate Governance) 
Regulations, 2019 at all times. Have net-worth of not less 
than rupees two hundred and fifty million whereby the 
net worth of a professional clearing member shall be 
calculated as total assets less total liabilities less surplus 
on revaluation, if any, created upon revaluation of fixed 
assets.  

Shareholding requirements. 

No person other than the following shall, subject to 
compliance with the fit and proper criteria, directly or 
indirectly, acquire or hold more than five percent shares 
of a professional clearing member licensed under these 
regulations: 

a licensed local or a foreign bank operating in Pakistan or 
a subsidiary of such bank; (b) a financial institution 
operating as a development finance institution, an 
insurance company or a non-banking finance company 
only having license for Investment Finance Services; (c) a 
central depository; (d) a securities exchange; and (e) any 
other entity as may be permitted by the Commission 
subject to terms and conditions notified by the 
Commission. 

Duties and obligations of a professional clearing member 

a) Developer and put in place sufficient requisite 
infrastructure; human resources with  sufficient 
education, experience and expertise; mechanisms  
education, experience and expertise; mechanisms; 
systems and controls, including policies and procedures, 
for efficient business operations, order routing, risk 
management, clearing and settlement, default 
handling, customer dispute, grievance and complaint 
handling in an efficient manner and within reasonable 
time along with maintenance of proper books and 
records, effective compliance with the laws, 
relationship with customers etc.; 

b) develop and implement policies, procedures, systems 
and internal controls, duly approved and periodically 
reviewed by its board of directors, relating to 
confidentiality, conflict of interest and fair 
representation with customers, assessment of 
customer credit worthiness, cyber security, business 
continuity, code of conduct for employees and any 
other functions of professional clearing member; 




