THE KARACHI STOCK EXCHANGE (GUARANTEE) LIMITED

KSE/N-8067 N O TICE December 22, 2008

Reproduced hereunder letter No. SMD/SE/2(20)/2008 dated December 19, 2008 rff-.:'eh*ed from
SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN, (Secuaritiecs Market

Division) for information of members of the Exchange.
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8 SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
pl. i {Securities Market Division)

Mo, SMD/SE/2(2002008 December 19, 2008
Mr. Adnan Afridi Mr. Muhammad Lukman,
Managing Director, Chief Executive Officer,

Karachi Stock Exchange (G) Limited, National Clearing Company,

Stock Exchange Building, karachi Stock Exchange Building
Stock Exchange Road, Stock Exchange Road

Karachi Karachi

Mian Shakeel Aslam Mr. Aftab Ahmed Diwan,
Managing Director, Chief Operating Officer,

Lahore Stock Exchange (G) Limited Central Depository Company,

19- Khayaban-e-Aiwan-e-Igbal CDC House, 99-B, Block B,
Lahore 5.M.C.H.S., Main Shahrah-e-Faisal,

Karachi

Mr. Aftab Ahmad Chaudhree,
Managing director,

[slamabad Stock Exchange (G) Limited
Stock Exchange Building,

Blue Area,

Islamabad

Subject:  Anti-Monev Laundering Rules and Reoulations., 2008

Dear Sirs,

Please find enclosed herewith a copy of the Anti-Money Laundering Rules, 2008 and Anti-
Money  Laundering  Regulations, 2008, for information and compliance by
members/participants of your respective institution.

The said Rules and Regulations may also be made available on the official websites of the
exchanges/CDC and NCCPL.

Yours truly,
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Mu"s'qmt Jabeen
Drirector (SE)
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TO BE PUBLISHED IN THE GAZETTE OF PAKISTAN

Government of Pakistan
Financial Monitoring Unit

Karachi, the 22" November, 2008

NOTIFICATION
S.RO. . (/2008 — In exercige of the.powers conferred by section 44 of the
Anti-Money Laundéring Ordinance, 2007 (XEN 0E2007) read with clause (k) of sub-section
{4) of section 6 thereof, the Financial Monitoring Unit, in consultation with-thé State Bank of
Pakistan and the Securities and Exchange, Commiission of Pakistan, with the approval of the
National Executive Committee.(NEC) hereby rakes the following regulations; namely:-

. THE ANTI MONEY L.

b

\UNDERING REGULATIONS, 2008

1. Short title and Commencement— {i} ' These rﬁgulalions may be-called the Anti
Money Laundering Regulations, 2008, : - '
(2) . They shall come into force at once.
2 Definitions.— (1) In these regulations unless the context otherwise requires,—
(2) - “Ordinance” means the Anti-Money Laundering Ordinance, 2007 (XLV of
2007y N - .
(b} “account” means a fannal{-hapki;ig':.or business relationship -established to
© provide regular services; dealings, and'other financial or business transactions; .
and ‘includes all kinds of ‘deposity-saving, or other transactions or asset
- accounts, all types of credit or loan accounts or other extension of cradit by
whatever, name called; and. .~ -~ ’ )
() 'NFEP means nbll:t-ﬁn-ancial_bu.sixﬁs.m and professions as defined in the
Ordinance. P s -
B Mllutﬁer words and eXpressions skmil.ha.m the same meanings as are assigned .
to them in the Ordinance, .0
3.

Jurisdiction _Iu.r_ reporting  of . suspicious trapsactions and currency
transactions.— (1) FMU is the only designatéd agency in Pakistan to which suspicious
transaction reports (STRs) and currency transaction reports (CTRs) shall be made,

(2)  The FMU shall, after '._anglyiiﬁg_'_the Mransactions, refer. any report of a
suspicious of currency transaction to any, appropriate mvestigating or prosecuting agency for
uge in the conduct of inguiry, investigation, prodecution, intslligence or counterintslligence

activities including analysis, including in respéct of ‘pltential cases of money laundeding or
tarrorist financidg. C



(3)  Nothing in sub-regulation- (1) shall be construed as precluding supervisory
agency for a. financial institution. from requiring the financial’ institution to submit any
information of report to the agency or asother agency in the normal course of business under
other applicable laws. I ' '

4. Reporting of .su;pi'ciiagyjé!t?@ﬁ;étiﬁn’s}-_—__ [y ln-.é;ddiplbn to financial institutions,
the Director General may, underthe Qrdinarice, Tequire any NFBP or any director, officer,

employee, or agent of NFBPs to report suspicious transaction to FMU in the manner as he
may, from time to time, prescribe. o -

(2)  Every financial institution and such NFBP as required under sub-regulation (1)
shall file with FMU on the prescribed format as annexed, STR effected or attempted by, at or
through that financial institytion ‘or NFBP if the financial institution. or NFBP knows,
suspects, or has reason to suspect that the transastion (or a pattern of transactions of which
the transaction is a part) invelves finds derived from illegal "activities or is intended or
effected in order to hide or disguise.procéeds of crimes or is designed to evade any
requirements of section 7 of the Otdinance or-has no-apparent lawful purpose after examining
the available facts, including the background and possible purpase of the transaction, A guide
containing examples of possible ‘suspicious transactions and characteristics of financial
transactions that may be a cause for mcraased scrutiny is given in Appendix-I and II.

(3)  The STR shall be: filed by ‘financial institutions. and designated NFBPs
immediately but not later than seven working days after forming that suspicion in respect of a
particular transaction, irrespective of the'fact that the transaction was followed through or
not. T co .

5. Reports on currency transactions.— (I) - When a financial institution or a NFBP
undertakes a cash based transactioninvolving payment, réceipt, or transfer of an amount
exceeding the minimum threshold as"specified by the National Executive Committee (NEC),
hereinafter referred to as the NEC, the financial institution or NFBP shall file a report of such
transaction on prescribed format as

 annexed immediately but ot later than seven working
days, after the respective currency transaction, -

(2) . The NEC may exempt a financial institution from the réporting requirements
of sub-regulation (1) with respect to' transactions between financial institutions and the
following categories of enfities, namely:— - : i
(a) & department or agency of ‘the Federal Govemnment or a Provincial
Government or any . autcnomous body under the Federal Government or
. Provincial Government. . . ' . .
(b)-  any business or catégory of business the reports on which- entail little or no
risk concerning mori¢y laundering and tertorist financing.

(3) - The Se.cre_t_ary-'pf the NEC, after the approval'of the NEC, shall publish in the
official gazefte at such times as.he imay determine to be appropriate (but not less frequently
than once each year) a list of all the entities whose transactions with a financial institution are
exempt under this sub-regulation from the reporting requirements of sub-regulation (1).

.
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Discretionary exemptions.from reporting requirements.— (1) The Director
eneral may exempt a financial ingtinution from the reporting requirements of sub-

ram]



(1) of regulation -5 withr - respect to trangactiﬁnr; Ibgi_;_ﬁréie,q the finaricial mstitution and a
qualified business customer of the institution' ¢t the Basis of information submitted to him by
the institution in accordance with procedures which the Director General shall establish.

Exphﬁarf&n.-— For the purp

ﬂs_f-:_'s ﬂf_-tt_ﬁs. sul;-regul.atic:n, the expression
“qualified Business customer” means a Business which—
() -

maintains a transaction account atthé financial institution:

frequently engages in-trénsdctions ‘with the financial institution which

are subject to the reporting requirements of sub-regulation (1); and

(c).  meets criteria whick the Director Géneral determines is_sufficient to
ensure that the putposes.ofitligse regulations are carried out without

requiring a report with respect to-sush-transactions. E

- (®)

(2)  The Director General may ‘gr nt ‘exefiption aumnder this sub-régulation to a
qualified business customer for a specified.‘pEriodon’a case to case basis upon being
approached by a financial institution with ‘reasonable- justification for grant’ of such
exemption. .' SR S o

(3)  The financial institutions shall, on.expiry.of the specified period of exemption,
review the qualified business customers with tespect to whorh an exemption has been granted
and, upon the completion of such review, resubmit the Tequest for exemption, if so required,
to the Director General for his.approval. = - =77

(4)  Any financial instimtionwhipl_x:—?,__. T o
(2)  knowingly fumnishes falsg ot ‘iridomplete information to the. Director-

. General with respect to thi¢-trafisastion of the customer engaging in the
. . transaction; or SR :

(b)  Has'reason to believe at lie tiie the exemption is granted or the
: . transaction is entered into that the/¢ustomer or the transaction does not
meet the criteria established for granting such exemption;

shall be subject to proceedings. trnder thé*Ordinance for seeking any such
exemption and for the fajlure of the institition to file suspicious report, if any,
with respect to a transaction with: sudk:

_ ‘with-sucheisiomer for whom an exemption has
been granted under this sub-régulation; ="

7. Freezing of property.— (1) Where a financialdnstitution or NFBP knows, suspects
or has reasons to suspect that any property. oraséquﬁb{a‘”m‘.io]ved in money-laundering or
terrorist financing aid needs jmmediate attentioft orugttion on the part of EMU as to the
freezing of such propeérty’ or agcount, the concerned findhcial institution or NFBP as the case
may be, shall immediately inform the Direéiiir_?ﬁiﬁhérﬂ:'::af stch property or account along
with the grounds that wartant immediate action. -

(2)  The Director General may, if there, appear to.be reasonable grounds to believe
that any property or account is involved in mioney-laundering of terrorist financing, order
freszing of such property.of account for a;maximum:petiod 'of fifteen-days, in any manner
that he may deem fitinthe circumstances. -~ T - '

8. Disclosure and provision of infnfnqgj{iq@ﬁ,f'[*l) If financial institutions, NFBPs,
intermediaries or their officers pursuant to tHé_-'Q’rdinaﬂﬁgiﬁ.}hﬁsh information required under
the Ordinance— . - ' ° : : '
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(a) the financial institutions, NFBPs, intermediaries and their officers are

pmhit:g_iteq_.fmm-f;iiiécﬂjf_'-,ar-h_ﬂiiecﬂy_notifj'ipg any person mvolved in the
transaction that the transaction has been reported; and.

no- officer or ‘¢mployes ‘of the FMU, the investigating agency or the

Government who has.any knowledge that such report was made shall directly

- or indirectly disclose, to: any person inyolved in the transaction that the

transaction has.been reported, other than' as necessary-to fulfill the official
duties of such officer oremployee,. =~ = :

(b)

(2)  Any financial’ institution; NFBP, intermediary or officer ‘which makes a
disclosure pursuant to the. Ordinance-and these regulations shall not bé subject to any civil,
criminal or disciplinary proceedings. ugider any law or’regulation ot under any contract or
other legally enforceable . agreement (including -#ny ‘arbitration. agreement), for such
disclosure or for any failure toprovide notice of such-disclosure to the person who is the
subjeet of suchjﬂisclﬁsﬁrq'nf'ﬁﬁg.p’théﬁgérsﬁﬁ identified in-the disclosure. : '
(3)  Sub-regulation (1):shall not be construed as creating—
(a}  any inference that. the expression “person”, may be construed more broadly
than its ordinary usage s0-as to include any government or agency of
government; or ' '

(b)  any immunity. against, or otherwise affecting, any civil or criminal action
brought by any-government or agency of government to enforce law, rules or
- regulations of such government or agency.

- (&) The financial institutions -and NFBPs must. provide all documentation
- supporting the filing of 4 STR: or-any.related nformation upon demand by FMU. When asked
- lo-provide supporting documentation or any information; financial institutions and NFBPs

should take special care to"verify that the person asking for 'information s, in fact, an
authorized representative of FMU. ' .

- APPENDIX-1
[See regulation 4]

- Eiamﬁles.nf_s us_pi.ciml_s Transactions

General comments.— (1) The following are examples  of potential
suspicious tu:'an,saf;t_imi_g_.-__{ﬁu_r_ both money laundering and terrorist financing.
The lists of situations given.below areintended mainly as a means of highlighting the
basic ways in;which money may be laundersd. Although these lisis are not all-
inclusive, they may help financial institutions and NFBPs recognize possible
money laundering and terrorist financing schemes. : :

(2)  While each individual situation may not be sufficient to suggest that
money laundering or a criminal activity is taking place, a combination of
such- sifuations may be indicatiw'uf-gt;ch a -transaction. A customer's
declarations. regarding the background of such transactions should be
checked for plausibility. Not every explanation offersd by the customer can
be a.c::‘,p'te.d ‘without additional serutiny. Closer serutiny should help to
determine whather'the activity is suspicious or one for which thers doss not

appear to bsa rea

reasonable business or legal purpose.



- etooE L
(3) It is justifiable to susp_ﬁ.ﬁ-f;hy:ﬁé"'émmet Wwho-is reluctant to

normal’ information. and documents”tequired routinely by the financial
 institutions in the course of the 'busincéh'_relitionship, Financial Institutions
should pay aftention to customers who provide minimal, filse or misleading
information“or, when a

pplying to open an account, provide information that
~ s difficult or expensive to verify. : :

provide

e

Transactions which do not make e:unu_;nig-g_gnse.— (1) A customer-relationship
that daes-ﬁat_ap'];régr-to make mngﬁnﬂt&gqiq’pfm example, a customer having a large
number of accounts with the"same fiancial iristitition; frequent transfers between
different accounits or exaggeratedly high liquidity.. -

(2)  Transactions in which-a;u.sat_s'-ar:g,_‘- mthﬂxiwn inﬁn&ﬁiatnl}r after being deposited,
unless the customer's business activities f umish a’ plausible reason for immediate
withdrawal. - TS e -

(3)  Transactions that cannot be’ reconciled with the usual activities of the-
customer, foriexample, the use'of Lettérs'of Credit and other methods of trade finance
to move money ‘between countries ‘whére:Such trade is not Consistent with the .
customer's usual business. B o

s

(4 -T:'a_g_ggi_é_.etinns '-'_Whiu;h"w{irtyﬂﬁt-;_ﬁlgg;ﬂggj:éﬁﬁn, result in the intensive use of
what was previously a relativelyinactiveraécount, such asa custdmer's:account which
e ol L it PR e L P PO T .
shows-virtually:no normal petgu_nakﬁﬁ’ﬂfl‘ﬁl#{?ﬁtflggcd activities. butis used to receive
‘or disburse unusually large suﬂi@ﬂﬁ*?ﬁﬁ%iﬁﬁfmﬁ dbvious purpose or relationship to the
- Customer.and/or his business. -7 Lo o

(5) PIDYIEIOE of bank g]ﬂrﬂntmgﬂ[=TﬂE@nlheE as qqllatefal' for loans between
third pattiés that arz-not in -:b’ﬁuﬁi@ﬁi&ﬁﬁéﬁkﬂtn:;nditiun.s. oL

(8)  Unexpected repayment of an overdue EFed*-t without any plausible explanation.
(7} Back-to-back loans mﬂmut’,alljf‘ldﬂﬂﬁﬁlahle and legally aﬂl_'n'@ssible purpose.
Tranéacﬁbnsrincunsistant witgthe ;ui;ﬂ'ﬁrﬁg_ﬂ;_s business.— (1) The currency
transaction patterns of a businési“show'a sudden change inconsistent with
normal activities. - C '

{2y K.la_:_éé volume of :;aahtt:r s
is deposited.into, or purchase

. R . B e
accountholder’s business woul Tt

;1, -t . )
chegues, money orders, or funds transfers
; ,‘-;;g;p -account when the mature of the

ear tojustify such activity.

L
.

(3) A ret;il_- business hasdtama.tally “different patterns- of currency
deposits froih similar businessesiin the;same gereral location,:

(4y. Unqsﬁal transfers of _f.uhds'uccﬁf'grqqrng related accounts or ameng
accounts that involve the same orrelated principals.






