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PSX/N- 4809 NOTICE August 16, 2017

Reproduced hereunder letter no. SMD/SE/2(7)/2002 dated August 11, 2017 received from
Securities and Exchange Commission of Pakistan, regarding Guidelines on Internal Control
Framework and Compliance Function of Securities Brokers for information of all concerned.
(Copy of the same is also available on our Website www.Psx.com.pk)

& Securities and Exchange Commission of Pikistan
, Securities Market Civision
Policy, Regulation and Development Derartment

SMD/SER2(Tyv2002 : August 11, 2017

Mr. Haroon Askari

Chief Executive Officer

Pakistan Stock Exchange Limited
Stock Exchange Building

Stock Exchange Road

Karachi.

o ot v

Subject: Guidelines on Internal Control framework and Conpliance Function of Securities
Brokers

Dear Sir.

The Securities Brokers (Licensing and Operations) Regulations, 2016 WRegulations) ropare see i
brokers to mplement efficient compliance function and internal contro! relicies and farnework.

[ this regard, i am pleased to communicate that SECP has accorded its approvai to the Cuidelines -1
interral Control System and Compliance Function for the securities brokers enclosed as Annexure A

Pakistan Stock Exchange is requested to disseminate the Guidelines ‘o its Trading Rights Entittemen

Certificate Holders for assisting in ensuring compliance with the regiirernents of the Reyipiatic:

Yours truy,
~

j@“ )
1 ‘;/f
{Asil Tabal

Additienal Director (PRDD)

5" Floy, State Life Bunding No.2, Wallace Road, 04 1 1 Chundngar Road, Kaiach; - 740-7
Phone (+92-21 99217538 99217539, 99217598 Fax: (+ 92 - 211 99217 ' Wehtive: wovey caer
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Annexure A

Guidelines for Internal Control
System and Compliance Function for
Securities Brokers
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Fuidelines for Interna! Control System and Compliance Funetion for

Securities Bogkers
INTRODUCTICN

' he Securities and Exchange Commission of Pakistan (SECP) issued the Securities Brokers (Licensing and

Operations) Reguiations, 2018 (the Regulations), which has become effective from June 24, 2016.

These Regulations introducea various new requirements and strengthened existing requirements for the
securities brokers to help achieve the objectives of risk management and enhanced investor protection. The

Regulations require securities brokers to implement an adequate internai control system and comptiance

i ard naturs of services performec i ordar & POy
- aplving s the rscuirements of e Reguiations, the Secu

. ras ssted quidelines on internal conwol framawcerk as iaid cowrn under

e quiations

This Guideline nrovides miniraum controis along with policies and procedures required ic promote control
structure and awareness to the securities brokers. Controls, prccesses or procedures given in the Guideline
covers basic internal accounting controls and risk management areas that are minimum and could be
increased by the securities brokers depending on the size and nature of the business. Policies and procedures
for the business support funciion as set out in this document should be developed by the securities brokers

with the intent to protect the interest of the investors and also for the smooth running of the business.

T case, there is inconsistency between Guideline and the Regulations the later shall preveil.
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Guidelines for Internal Control System and Compliance Function for
Securities Brokers

INTERNAL CONTROL
DEFINITION OF INTERNAL CONTROL

Internal controt is defined as follows:

Internal controi is a process, effected by an entity's board of directors, management, and other personnel,
designed to provide reasonable assurance regarding the achievement of objectives relating to operations,
reporting and compliance.

INTERNAL CONTROL PRINCIPLES

~

12.

13.

14.

15.

16.

17.

The or1i.23tion demonstrates a commitment to integrity and ethical values,

The oz of directors demonstrates independence from management and exercises oversight fer the
develormient and performance of internal control,

Manage:~2nt establishes, with board oversight, structures, reporting lines, and appropriate authorities
and resg.onsibilities in the pursuit of objectives;

The organization demonstrates a commitment to attract, develop, retain competent individuals in
alignment with the objectives; .

The organization holds individuals accountable for their internal control responsibilities in the pursuit of
objectives;

The organization specifies objectives with sufficient clarity to enable the identification and assessment
of risks relating to objectives;

The organization identifies risks to the achievement of its” objectives across the entity and analyzes
risks as a basis for determining how the risks should be managed;

The organization considers the potential for fraud in assessing risics to the achievement of objectives;

The organization identifies and assesses changes that could significantly impact the system of internal
control;

. The organizaticn selects and develops control activities that contribute to the mitigation of risks 1 the

achievement of objectives to acceptable levels;

. The organization selects and develops general control activities over technology to support the

achievement of objectives;

The organization deploys control activities through policies that establish what is expected and in
procedures that put policies into action; .
The organization obtains or generates and uses relevant, quality information to support the functioning
of internal control; - ' o o '
The organization internally communicates information, including objectives and responsibilities for
internal control, necessary to support the functioning of internaf controf,

The organization communicates with external parties regarding matters affecting the functioning of
internal control;

The organization selects, develops, and perform ongoing and/or separate evaiuations to ascertain
whether the components of internal control are present and functioning;

The organization evaluates and communicates internal control deficiencies in a timely manne: 0 those
parties responsible for taking corrective action, including senior management and the board of
directors, as appropriate.

W’ ],
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Gnidelines for nternal Control System and Compliance Function for
Securities Brokers

DETAILED CONTROLS OF SECURITIES BROKERS

F\.

BROKRAGE OPERATIONS (BOTH AT HEAD OFFICE AND BRANCHES, WHERE APPLICABLE

Account Opening, KYC/IAN.L Procedures and Processes

A4 securities broker should maintain a list of all new and existing customers and also keep a record of
their account opening forms along with the KYC and CDD record of each customer.

Effective Know Your Customer (KYC) and Customer Due Diligence (CDD) policies and procedures
should be developed by the securities brokers in accordance with the Guidelines issuad by Pakistan

Siock Exchange

AN 2n DD poicies ara cucedires anould centain the following informatic | a0 totunete and
SER IV ed :n acsorca e with changes in apuicable law:
i 1alf Sole proprietoisip P'a__;‘;‘th'_exfshi‘ i_nstitutibns/' Corpérates
Copy of CNIC of Princiva e Name of P& rtnershlp and = Name of Dlrar.urs and
I and Joint holders/ NICOP for Partners Officers
' Non-Residential Pakistanis = Copy of CNIC/NICOP of all | * Registered Address
I = Passport for Foreign Partners «  Copy of CNIC/NICQOP of
Nationals »  Partnership Deed all Directors and
| = Business/ Employment Proof | = Copy of Latest Financials Authorized Signatories
= NIN Certificate (if available) | = Certificate of Registration » Certificate of
»  Nominee details (Not in case (If registered partnership Incorporation
of Joint holders) firm) «  Certificate of
P Present and permanent = NTN Certificate Commencement of
address details with *  Address of place of Business
supports (where possible). business = NTN Certificate
= Email address of the = Authorized partner to « Tax exemption certificate
custcmer operate the account where applicable
i a  Mobile number and email - Certified copy of Boarc
i address of the authorized Resolution
; . person e Memorandum & Articles
' of Associstion/ Bye
{ Laws/ Trust Deed i
i »  Audited Accounts of the
‘ Institutions/ Cbrporaie
s EE Club Societiesand - |- - ey Executorsl,
B Trust-v_ PR i) W - "Associations: ' ' -Administrations
P "opy uf LNIC of all Trustees | * LIS'[ of Members of «  Copy of CNIC of ail
| = Certified copy of Trust Deed Governing Body Executors/
' = Ccpy of Latest Financials of | = Copy of CNIC/ NICOP of Adrrinistrators
: the Trust Members of Governing «  Certified Copy of Letter
= Document Evidence of Tax Body ' of Administration
i Exemption (I any} I'a  Certified Copy of
|+ Trustee/ Governing Body i Certificate of Registratior:
: Raoschrtinn «  Certified Copy of by-laws/
§ Rules and Regulations
i = Copy of Latest Financials
: of Society/Association
; = Resolution of Board/
: Governing Body




Guidelines for Internal Control System and Compliance Function for
Securities Brokers :

1.4

1.5

1.6

1.7

-

A1

The securities broker should have a control to ensure the retention of the records of the customer’s
identification their updation on a timely basis.

Senicr personnel of compliance function, preferably the Compllance officer should give approval of the
opening of account of the customers and should prepare a checklist for all the relevant supporting
documents. The approval should be based on a checklist whlch covers the major areas of KYC

guidelines.

Total number of accounts opened/ client codes should be matched by the compliance officer with the
account opening forms and the checklist attached on regular intervals. Further, tagging of ciient code
and opening of the sub-account to be validated when performing this review.

Sufficient information as referred above in paragraph 1.3 should be obtained and documented on the
!'ﬂef‘lOr\, :ature of the account to be opened/ maintained. .

Reaso!:.—:_tsie steps/checks should be taken by the securities broker to assess the correciness of
informatixn, provided by customer at the time of opening account.

There =i 2uid be standard comprehensive policy for developing customer profile. The policy should take
into account all the relevant factors. Customer particulars/ profiles should be maintained through
appropriate database and remains available to relevant departments of brokers /inspections. The policy
should be implemented across the board and its lmplementatlon must be checked by the compliance

function.

There should be standard procedures and policy for risk assessment of all existing and prospective
customers. Policy should cover the identity, nature of income, source of funding, location etc. and based
on the outcome of such assessment; customers should be catedorized as high risk, medium risk or low
risk.

There should be policies and procedures for conducting enhanced due diligence. The implementation
of these should be checked by the compliance officer. There should be system based controls such
as alert for trading beyond specified thresholds and-should be monitored/ controiled by the authorized

personnel.

Any updation in client’s profile should be supported by reasonable evidence and the same should be
reviewed within a reasonable time period by the Compliance function.

The securities broker should have the policy and programs for {raining of its employees regarding
compliance of all relevant laws and other anti-money laundering obligations.

A securities broker should provide the customer with a risk disclosure document in accordance with the
specimen provided by the securities exchange containing basic risks involved in trading in securities
and risk associated with trading in derivatives and Ieverage products.

Written acknowledgement should be obtained from the customer confirming that he/she has
understood the nature/ contents of the risk disclosure document.

Client should be provided the CDC setup report for signatures. Copy of complete set of Account
Opening form should be provided to‘the client for his record. Further, a copy of the UIN Post Report
may also be provided to the Customer to ascertain that consistent and accurate information is entered

in all relevant systems.

. The securities bro»(er should have the policy and programs for reportlng susplmous transactions and

suspicious accounts as per requirements of KYC guidelines.

PageSid
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Guidelines for Internal Conirol System and Compliance Function for
Seearities Brokers

Periodic Rebortinq to Customers

P

The adherence of reporting framework with regulatory requirernents shoula be ensured by f:he
sacurities broker/ compliarice function in terms or frequency, comprehensiveness authenticity and
accuracy. This may include compliance with CDC regulatory requirement for sending securities balanca
reporis and with Pakistan Stock Exchange (PSX) rule book for account statements.

2%

22  The compliance funciion sheuld check adherence with reporting framework including maintenance of
avidence of sending the reports to customers.

e ine ennils of atcourts closed G e vean and
sgulatony requirernants

Py

& Securibie: prokers ahoud ant L thad

[

Tiers ie no smance securities outstanding against the cusiomers;

a.
=, Cusiomer's money has seen transferred/ settled;

¢c. Notransaction was carried subsequent to account closing date.

d.  Reouisite certificates and clearances as prescribed under the applicable regulatory framework

have beer obtained for closing the account

.3 There should be clear pciicies for account closing for:

w

e.  Settlement of outstancing balance in the client’s regular bank account (money and shares/
secyrities hela on client’s behalf),

i Criteria for account closing date; whether after settlement or the date of appiication of account
closing. '

Acherence with the above policies should be checked by the compliance function.

34 in case ascount of the custome: is ciosed, Sscurities brokars should ziose the CDC sub account and LN
he account holder in NCCPL

e}
.
P

4, Controls over order acceptance and execution to ensure compliance with regulatory
requirements

4.1 There should be a clear policy to.deal on behalf of 2 customer.. . ... ... _

42 A securities broker should not deal in securities on account of customer without instructions of such
customer. Appropriate controls must be developed and implemented to ensure this objective including
mzintenance of evidence of instructions by the customers and matching the trades executed on behalf
of customer with the instructions by compliance function on a test basis.

472 uthorized personne! of & securities broker should take reasonable measures to execute the orders
e custemers on the most advantageous terms as expeditiously &s practicai in the prevailing

ket conditions
2.4 Al orders placed by customers through telephone should be recorded by authorized. personnei cver

dedicated telephone lines. C:ders received in-person from visiting customers should be adequately
recorded and acknowledgement should also be obtained from the customers. Priority shouia be given
o ouistending customer cidars,

9[2¢



Guidelines for Internal Control System and Compliance Function for
Securities Brokers

45 The chronological register should be maintained in electronic form including the logs generated
from the system and telephone recording.

45 Records pertzining to all orders received from customers in writing or through any other document. fax,
email, or thraugh any other means should be preserved.

5. Segregation of duties

5.1 There should be clear-lines of respensibility, authority and tas&s that are adequately assigned to its
emplcsees and accredited representatives.

52 There should be segregation between front office and back office functions. Accordingly, person
hle or authorized to execute proprietary trades or cliant trading should not have access to
s =¥ accounts and shouid not have authority to access/ mr.diy the back officse record.

53 There =hould be an appropriate segregation of duties and infc:mation barriers between own account
or pro - tetary trading and customer dealing functions.

6. Trading in Brokerage Operations/ Trade review procedures to detect violation with regulations

6.1  Trading includes the following components:

. Purchase / sale of securities (Ready/futures/OTC)

. Settlement of securities

. Purchase / seli / rollover of future contracts

. Rate revision / agreement on rate / relaxations / waivers

. Maintenance of margin (equity)
»  Transfer of profits on unutilized funds to customers and Maintenance of exposure deposits.

Operaticnal madnual shouid be developed covering the above componentis.

6.2 There should be a control environment and control procedures relating to trade activities. This includes
that trades in the customer accounts (over phone, off-site terminal) should be executed by the
authorized personnel as per the customer account / custody balance in accordance with the defined

procedures.

6.3 A securities broker should have approved policy and surveillance mechanism to discourage deposit
' taking (on fixed/promised returns) by its all employees/deaiers/acrredxted representatives.

6.4 Details of buying and selling should be corréborated with the following:
e KAT Sheets
* Broker intimation to customers
« Trading Telephone recording/documentary evidence of p!acement of order.

A securities broker shouid have procedures to detect any illegal trading activities e.g. wash ad 3

insider trading etc. Appropriateness of those procedures should be checked and implements sy
the compliance function :

lollé
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—proker's SCPs-and regulatory requirements. -

Amount transferred from securities broker’s bank account to NCCPL account for settlement of position
Anc" transactions from daily NCZPL bank activity report should be on the same date. Controls zhould
be established for excess/ short payment, if any, and reason should be documented.

Trade procedures should ensure that the reconciled authorized orders are executed recorded,
confirmed, settled in the customer’s account and in the case of TSC or deemed TSC broker, the broker
maintains the segregatea custody of customer balances to preven: siususe of client funds.

In the case of TSC or deemed TSC broker, the securities brokers should dernonstrate that funds of
clients are not used for brokers own benefit. For this, a designated customer bank account should be

xept seqreaated fram anv account holding money belonaing to the securities Srokes and ifs comgpliance
sGked L securiin: o7 oKl

¢ TRl ks e sesucties broker s
o he designated bank account(s),
fyng w2 o and the cates or winlh the aron

ionatec tank accounys) through o
258 paymenis, and the names of the ¢

ers Trorn: e
¢, the cates of t
savments are made.

in the cese of TST or dsemec TSC broker, there should be controis over movement of securities from
customer account and pledge or deposit of these securities s coliaterals as per ine customer
authorizalicn,

Periodic trade activity reports should be sent to the clients for verifiable and agreed mode of
confirmation of trades and maintenance of client segregated assets where applicabie. Verifiable and
agreed mode of confirmation should be used. The contents of the activity reports should be matched
with the securities brokers licensing regulations and the rule book of PSX. The frequency of reporting
should alsc adhere with the regulatory requirement.

- he case of TSC or deemed TSC broker, there should be adecuate maintenance of "oﬂ.iro! ove
raconciliation of balances {custody and account ba‘ancc) with a "- customers; ) NCCFL; o) CDC.
A securities broker should ensure that roll forward of future contracts are carried accurately and
corresponding margin calls, if any, are made on timely basis from customer. Proper oolicy of
communication and settiement with the Exchange and customer should b preparec. :

There should be controie over maintenance of key books and records including order register, irading
systern gengrated reports, activity log and customer telephomc *radmg call logs as per the securiiies

Trers snould be & standard policy over trade activities carried out by the empicyees of the proker. as
orovided in the licensing regulations, including their written permissions, maintenance of unique

identification database stating the particulars of employees and establishment of required monitoring
crocecdures. The compliance function should check its compliance for design and implementation.
Zontrol znd procedures ssiablished to. ensure compliance should be checked for design and

irslementation

Custody, Sagregation of Customer’ Assets (applicable on TSC or deemed TSC broker}

There should be a documented policy for controls over custady, segregation of client assets with own

assets and controls to prevenit misuse of client assets. Separation of the custody o assets helps crotect
embezziament, cover up thefi and prevent fraud.

\{Zé




Guidelines for Internal Control System and Compliance Function for
Szacurities Brokers

7.2

7.3

7.5

Separate maintenance, custody, segregation and settlement of reconciled client assets and client
margins (including transfer of profits on unutilized funds to customers) should be as per the Securities
broker's SOPs and regulatory reqmrements as applicable in Pakistan and there must be appropriate
controls to ensure the same.

Clients Assets Segregation Statement (CASS) should be prepared at least on fortnightly basis and
should be checked by the Compliance Officer.

a) Tetal number of securities held in securities brokers account and in clients’ accounts reported in
the Statement should be matched with the system generated report of the back office system and
CDC Account Balance S Summary Report.

ox umber of pledged securities under each of the following classifications held in own sccount
¢ . clients’ accounts reported in the Statement with the CDC Pledger Balance Activity Report
Roire oe matched: '

-..®  Securities pledged with PSX / NCCPL;

Securities pledged with banks.

c) Total number of securities held in house account and in clients’ accounts reported in the Statement
should agree with the total number of securities held as per CDC records as reporied in the
Statement.

d) All the securities should be reported in the Statement.

e) Amount of Trade payables reported in the Statement should match with the books of accounts as
at cutoff date. .

f)  Amount of Cash at bank reported in the Statement should match with the amount appearing in the
bank statements of clients' bank accounts at cutoff date.

g) Amount of Trade payables as reported in the Statement shouid agree with the cash at clients’ bank
account as reported in the Statement.

Compliance function should ensure the accuracy of CASS and also its timely fing to the Stock
Exchange in a"r"ordance with the guidelines prescribed by the rngulator For this, tiie securitias brokers

should:

*  keep all clients’ monies & securities segregated and secure from its own assets
* maintain a separate bank account(s), with word “clients” in the title to hold clients’ money.
« At any point in time, clients’ payable as per clients’ cash ledger must be supported witi
equivalent amount of in clients’ bank account(s).
* At any point in time, clients’ securities position as per back office record n*ust be
supported with equivalent holding balances as per CDS record. S .
*  Any difference should be justified through reconciling entries.

In addition to fortnightly un-verified submission, the securities brokers shou!d also submit CASS to PSX
within 45 days of ciose of the financial year, duly verified by the statutory auditor.

The compliance officer or any other officer should regularly monitor the customer assets, movements
therein, and prepare reconciliations as required. In case of any discrepancy, the same must be reported
to the securities broker for taking immediate remedial action. In case the securities broker fails to rectify
the position within three business days, the matter shouid be reporied to the Commission end the
securities exchange by the compliance officer.

Page 10 of 24
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Suidelines for Internal Control System and Compliance Function for
Securities Brokers

8. ihaintenznce of Net Capital Balance!/ Liguid Capital/ BMC Requirements

A sscurities broker should comply with the requirements given in the Third Schedule of th2 Securities
and Exchange Rules 1971, the Securities Brokers (licensing and Operations) Regulations 2016 and
i~e clarfications issuad by Securities ancd Exchange Commission of Pakistan (SEC?) for meintaining
a#t capital balance.

Y

8.2 Con’ipliancé function should =nsure that the calculation of Net Capitai Balance (NCB)/ Liquid capital is
made in accordance with Schedule i & i of the Reguiations. The caiculation should also be reconciled

with the back office record. :

“e raported i the Stork £xchange i acterdznes with the guia

P

L b/ v ihe cequisiie Liquia Capial and S 1%

£ fies broker shoula sumra an addited Statemient of NBC! quid Capra: samian: i

5.5 4 compliance officer should easure the accuracy and timely filing of the above statements.

9. Brokerage Commission

9.1 There should be a documented policy for brokerage commission. A securities broker should ensure
that aporoved brokerage commission is in accordance with the policy and is chargec o individuals,
sorporates and other cierts as per the terms of agreement and policy of the Sscurities troker.
Adherence o the minimum brokerage commission rates prescribed by PSX, if any, shoulc alsc be
ensured. ’

$.2 The compliance cfficer shauld ensure that commission rates are adequately maintained in the master
datz list anc are approved by the authorized personnel of the securities brcker

¢ The comodancs officer should ¢heck the approved rates and if implementad through the ;T systam, the
.siated i controls should be :mpiemented and checked on regular Sasis.

g2 The compiiance officer should review invoice or bill issued to clients and should ensure that the same-

" has been duly reflected i respective clients’ ledger as well as ledger of commission incoms.

95 Ladger account of commission income should be reviewed to check that if any adjustment is appearing
therein. if so. check nature of such adjustment(s) whether it is used to refund commission to clients.

{6
o

financial statements.

2.7 Review ledger account of commission expense to ensure if any adjustment is appearing therein. If, so,
sheck nature of such adjustrment(s) whether it is used to adjust the coramission.

6.8 List of dealer/agent wiss commission should be reviewed to check un-accredited representatives of
urauthorizen branches.

¢ 2 Thare showd ne clearly pousy of disclosing the applicable brokerage commission ¢ the customer at
the time of account cpening any change in the cost charged to the customer should ba communicated

to the customer in advance

1326
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Guidelines for Internal Control System aitd Compliiance Function for
Securities Brokers

10,

10.1

10.2

10.3

-
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10.5

10.6

10.7

10.8

11.

—
3
-

11.3

11.4

115

1.6

Conflict of inferest

There should be appropriate policies and procedures to minimize conflict of interest between securities
broker and its customers. The policies and procedures should identify and address situations where a
conflict may arise. For example, where the broker is also acting as an underwriter for an issue or where
the broker is also the book runner for a book building or acting as consultant for an issuer company etc.
Similarly conflict arising due to proprietary trading and trading on behalf of client should alsc be
addressed in the policies and procedures.

Controls in this regard should include ‘Chinese walls’ between staff performing conflicting duties and
timely cisclosures to clients.

There :~1ist be documentad procedures to address the above concerns and the compliance cfficer
shoul* =.ssure adherence with the same.

Whare ..onflict of interest zrises between a securities broker @nd its custon*erf a securties broker
sheulc ~-mediately commurnicate the same to the clients. ‘

A seci~as broker should not take any direct or indirect advartage from the situation and act in the
best interest of the customer.

A mechanism, including standard policies should be in place to resolve any conflict of interest.
A securities broker should make approprlate dlsclosure to customers of potentlal areas of conflict of
interest which could impair its ability to render fair, objective and unbiased service. Compliance function

must ensure adherence to the same on regular basis.

in case of any breach of policies by employees or accredited repres_éntatives, proper investigation
should be carried out and action should be taken by the securities broker.

Confidentiality of Information

There should be appropriate policies and procedures including IT controls tc ensure corfldertxall*v of
information and also to ensure that non-public information has not been misused.

A securities broker should establish 'Chinese walls' including policies and physical apparatus designed
tc prevent the improper or unintended dissemination of market sensitive information from one division/
department to another and to ensure the following:

A securities broker should ensure that individuals making proprietary investment decisions are not
trading on the basis of material nonpubhc information obtained from another department or snit of the

securities broker

A securities broker and its employees and accredited representatives should neither profit nor seek to
profit from confidential information, nor provide such information to anyone with the obJecttve of making

profit for itself or for its customers.

A securities broker and its employees and accredited representatives shall refrain from trading on the
basis of confidential information, and its employees and accredited representatives shall not reveal

such information outside the company.

A s=curities broker and its employees and accredited representatives shall not disclose or discuss with
any other person other than normal course of business or make improper use of the detaiis of
investments of customers and other information of confidential nature of a customer.

¢
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2.4

! Jontrol System and Compliance Funeation far

Controls over trading by emplovees including proprietary, employees and associates frading

through other brokerage houses

A securities broker should formutate policies and procedures in accordance with the Regulations tor
tracing by ernployees, accredited representatives, their spouses and dependent children. There should
be controls 2anqd mechanism, including monitoring the trading activities of these persons to ensure that
at lezst the following policies/procedures are being implemented:

[
-~

disclosure by employee and accredited representative of any securities heid by empioyea, spouse
and /or dependent children along with details of their accounts with a securities broker. Such
information should also be reported to the compliance officer;

< renresentativas for their own

- -'I*’fsn Ebpmva! for trading h\‘ amployees and accrad
ihoir wpouses ancc. dependen: chi

enaif o

i uppcai’i seeking trading of in esunen’ m gEmiy

a’ /88,

vap peerilos Jdisclegurs 5 w0 rities held by ermpicyees and suciedited - s
spouses and depanoant candrer. enc icporting of sciual trapsacions, :
pricss. in = Umely manngr,

() restriction on empioyees and accredited representatives from deriving anv beneafit or personal
sdvantage from information which is generally not available and which is obtainec by reason of or
in the course of their employment with the securities broker,

:f) orescribing & minimum hoiding period and discouraging frequent short-term trading or trading for
speculative purposes;

(¢} prescribing trading windows and blackout periods to restrict the misuse of confidentia!
infcrmation; and

(1} compiiance of ermng! ovees ana accredited representatives in eccorcance with {he requirements

specified by the securities exchange and its code of conduct.

£ securities Yroker should formitiate policies and procedures for execution of propristary trades in terms
~f sezrany and tracding ahead of outstanding orders of customers. and should aisc ident'fy the persens
wiio are authorized to operate the proprietary trading account.

The propriefary trades of a securities broker should be executed through designated terminals and by
desigriaied systems operaters. ’

. Al
A sacurities broker shouid formuiate policies and take reasonable measures io restrict its employees
and accredited representatives, including employees serving as directors on its beard, from trading

Athrough anocther securities bioker of the same securities exchange.

Customer Complainis

internal policies and proceaures for r‘ustomer complaints should be developcd by the management of
the securities broker which covers the following:

Zareon resporsiole o handling of customer complaints:

¢ Timaine for rescittion of customers’ queries;

= Derisdic review and manitoring by an appropriate authority for proper handling;
= Appropriate remedial action of customer complaints;

v Unresclved complaints beyond required timaline.

D
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13.2
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13.4

14.2

14.3

14.5

a
O
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15.

Quarterly reports regarding number of complaints received, redressed and unresolved should be
submitted to the PSX.

Special attention should besgiven for any unusual or frequent complaints which indicate control
deficiency.

The securities broker should have controls over customer complaint records and its related resolutions.

Short Selling Requrrements

There snould be an adequate framework developed by the securities broker for supervision and
of short selling activities to ensure its compliance with the Regulations and the condrtlon:

the securities exchange.

A secur’i»s broker engaging in short selling transaction on account of a customer shcuid ensure that
such cu. i »mier is aware of the risks involved and has the financiai capacity to assume such risks.

A securitics broker should establish internal guidelines for short selling prior to conducting short seliing
transactions providing therein procedures for the supervision and monitoring of short selling activities
by the securities broker, to ensure compliance with these regulations and conditions specified by the

securities exchange.

There should be a documented policy for ensuring implementation of trade réview procedure,
reasonably designed to identify trades that may violate the provisions of the Act and any rules and

regulations made thereunder.

There should be established procedures to prevent execution of blank sales. These shouid be
implemented through a system and include production of evidence of holding of securities by the
customer if the securities are not held under custody with broker (e.g. securities held in the investor's

Account).

Procedures should be there to ensure compliance with other requrre*nents such as shert szie oin uptick
or zero-plus tick etc.

Controls over completeness, accuracy and authenticity of back office record and data

15.1 A securities broker should incorporate such internal controls as are approved by the Board, including

the following:

» Proper log and sequencing of all input data and transaction documents.

« All other controls as specified in paragraph 33 of the regulations should be followed including
proper indexing and arranging of all deals and transactions so as to permit prompt access to any
particular record ,

+ |T controls as detailed in paragraph 34 of the guidelines should be followed.

* For processing and recording of transactions, an approved structure of authority matrix by the

securities broker should be in place

» The recording of telephone orders placed by the customers should be kept by the i. T Department

* Brokerage amount should calculated by the system automatically on the basie of brokerage rate
entered in the system at the time of account opening.

»  Adjustment (If any) to the amount of brokerage should be made only after anproval mail from

traders.
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= All the equity brokerage transactions entered into by the company should be settled through
NCCPL.

« The Securities Brokers should compare the Trade Summary (System Generated Report of
Trades) with NCCPL clearing report by comparing net amount receivable / payable as per
NCCPL report sxtractad from NCCPL terminal, in order to ensure that there are no unrecorded
transactions.

= |n case a differenre is ‘dentified betwaen the Trade Summary and NCCPL repart, reconciliation
should be prepared.

« The reconciliation should be reviewed by Head of Operations or other designated person.

» Phvsical access to back office data should be restricted to authorized persons only. A policy in
*his respect should be made and communicated to employees

aznt g contingencs slap ©oanTete Tlmiauie TS

i the regii o

fongeotp: slatenient Ciosin IR0 sse

Preparation of finznciai stateinents

'1

na

mnan
EH
rinal

e department should have disclosure checklist for analyzing the completeness of disclosures in
he financial

statements.

- -

The personnsl in finance department should prepare draft financiai statement and its disclosures based
on the system generated trial balance and information received from various departments.

As the draft financial statements are prepared, it should be reviewed by the relevant personnel in the
fmance deparment against the disclosures checklist to ensure that they ars in comptiance with
applicable laws and regulations relating to presentation and disclosure of financial statements.

Reconcifiation of house securities with CDC/NCCPL

Reconcjliations snoUd be o.2pared by relevant officer and reviewea by Head of Operaticns and RiskK

= Tk

management-departmeni

fppropriate adjustments srouid be recommended by relevant cfficer tc back-office personnel and
shouid be approved by if.e Head of Operations.

These reconciliations should he perfor'neo on periodic basis.

. Recording of tax axpense, withholdings and payments .

Taxaticn workings (Current and Deferred Taxation) should be prepared and reviewed by relevant
personne!

“ysrem should contam list of customers/ vendors along with their applicable rates. Once the payment

is made to thosa customers, system should automatically compute the amount of withholding which is
on e paymen: voucnar. If a manual system is followed, controls shouid be implemeried to

ahdh' [oN
ansura m‘rfec‘ calculations.

Relevari officer in the fmanb\, ospartment should ensure that the amount has been actuzlly withheld
and this should be reviewed by any compeient authority in finance denartment.

17/26 &



Guidelines for Internal Control System and Compliance Function for
Securities Brokers ' ’

C. FIXED ASSETS/ INTANGIBLE ASSETS -
The below mentioned controls are more relevant for public limited companies. -

i7. Additions, Deietions, Adjustment, Write-off

17.1 Requisition reguest should be raised by concerned department containing the reason, description and
amount. Such requisition should be approved by departmental head and then forwarded fo
procurement depariment.

17.2 Requisiticn once approved by the CEQ/ COQ/ relevant authbrity, at least three quotations should be
obiained. '

17.3 Award 3 7uotation should be based on the selection criteria as defined in the SOPs. Purchase order

17.4 Assets -7ouid be receives by user department/ relevant cespartment which intimates ¢ finance
departi« t after verifying and tagging it for entry in Fixed Assel Register.

17.5 Finance cepartment personnel should check all the source documents supporting the acquisition and
then entry is made in system after obtaining the approval of relevant authority. The inveice is sent to
finance department by user department for payment processing.

17.6 Payment vouchers should be prepared and approved by the relevant personnel.

17.7 Disposals should be approved by relevant authorities of user department and administrative
department. The approved forms should be sent to the finance department for recording.

17.8 Gain/loss on disposal should be computed by the relevant department, but the responsible person in
finance department should check and record transaction. 4

17.9 Each year, internal audit department/ relevant department shouid perform the physical count of assets
and reconcile it to fixed asset register in order to determine whether any adjustments/write-offs are
required which is then communicated to finance department.

17.10 User depariments should annually review the valuations and realizability of assets to identify permanent
impairment and then communicate adjustments to personnei in finance department which is recorded
in the system after obtaining the approval from CFO.

17.11 Approved gate pass should be prepared by user department/ relevant department which is then
forwarded to the administrative department for assets received or leaving the premises.

17.12 Depreciation should be calculated at the end of each month on the basis of policy either automatically

by system / relevant person in finance department. The calculation should be approved by the CFO/
authorized senior personnel from Finance after checking the rates and calculations in appropriate

period..

18. Maintenance of Fixed Asset Register

18.1 Fixed asset register should be maintained by the relevant personnel in finance department who updates
the register as per the intimation of user department after additions/ disposal/ adjustments/ write offs.
The recording of impact in books shouid be subject to the approval of CFO.

18.2 Fixaed asset register should contain following minimum particuiars as per the requirements <f TR-3
issued by ICAF:

- detailed description of each item;
original cost of the item,
- date of its acquisition; ,

Pagetaifa
:%zé -
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- ciassification of the item;
- ihe location and/or the custodian of the itern;
ihe rate of depreciaton, P
- zccumrulated deprecistion;
- deoreciation charge for the period;
- ine departmant/ cost center/ product to wnich the depreciation is charged date of revaluation
(if any);
- revaiued amount (if any) of the items;
- depreciation on revalued amount;
accumuiated depreciation on the revalued amount.

T rErl Lnovad oo s Srieriaims o of 112 secudities Lok 10 provids axposure i WGl 8l

EZypesure s snouln Us &e3iGNEC [0 Cusivmer aner proper reviavs .N¢ EoprovE.

19.3 The policy relaiing to exposure limits should not be in contravention to respective rules and regulations.

9.2 “ne compliznce officer shcgild monitor the trade debts on regular basis and any coniravention or
violatior:s should be brought to the knowledge the management to take necessary acticn.

-

Z2u. [T Controls

20.1 17 team shoulc ensyire that.
»  Any unauthorized change in exposture limit in the system is restricted
x  System generates a pop-up when the exposure limit is fulfilled/ breached.

« Ageing is accurate based on (FIFO method).
~  User wise compiete auait iogs for-access and updates are avaiiabie in the system

21. Ageing & Provisioning

21.1 There should be detailed pelicy for aging and provisioning and its accuracy/calculations should be
checked on z regular basis.

22, Recoveries / write offs . . = L _ o o _

221 There snould ba poiicy for recoveries / wiite offs. Policy should cover the person who is authorized 7o
write off /coliect recoveries, approval by the BoD, working after consideration cf the lax laws / IFRS.

.2 Disclosure of provision shouid be made for the baiances due for rmore than 5 days sfter taking inio
consideration of value of custody after applying haircut (Regulations).

O CASE ARD SANK

25, Acgount opening/ ciosing

: 4 Approvai for opening of accounts along with name of signatories zuthorized to operate shoulc e
obtainec from the Board.

D
[
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23.2 Personnel in finance department should fulfill necessary requirements which are reviewed and
approved by CFO and then account is opened.

23.3 CFO shouid authorize finance department personnei for the open.ng of new GL code for new account
opened.

23.4 The bank accounts should not be closed without obtaining the prior approval from the Board along with
the reasons for closing the account

24. Bank reconciliations

24 1 At lea: =ach month, finance department personnel, shall prepare bank reccnciliation of alf bank
accour iz which should be reviewed and approved by the relevant suthority.

242 Al urus: s items in bark reconciliation should be investigsted ov the approver.

25, Payment, receipts of funds

25.1 Authorized signatories should be defined for the issuance of cheques/ pay orders/instruments.

25.2 Once funds are received, finance department personnel shall verify relevant suppcerting documents and
entry shal!l then made in the system after the authorization from the relevant autherity.

25.3 Payment voucher should be prepared by finance department'personnel once the invoices or bills are
received from user department. Payment shall be processed after payment voucher is approved by the
relevant authority.

25.4 There should be a clear policy of receipts and paynients from clients through cross cheques. Any
exception of cash receipt should be reported to the stock exchange.

26. Petty cash

26.1 Personnel should be authorized along with the limits of cash mdintained with them

26.2 Physical count should be performed periodically by relevant personnél in the presence of head of user
department.

26.3 Payments from petty cash should be made after taking the approval of user depar*ment head and then
supporting documentation is forwarded to the finance department relevant personnel-who will review- -
and post the entry after the approval of the relevant authority.

27. Profit computation on savings/ PLS accounts

27.1 Atthe end of each month, Finance department personnel shall compute the profit on dn‘ferent accounts
using applicable rates which is approved by CFO/ authorized senior Finance Department officiai for

the recording in the system.

Profit accrual is computed by the relevant personnel in finance department which is then approved by
the CFQ /authorized senior Finance Department official and entry shall then be recorded in the system.

[
'\l
N

27.3 Once profit is credited in the bank account by the respective bank, receipt voucher shall their be
prepared by the finance department personnel, approved by the relevant athority.

26/26 ‘
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27.4 Entry for the receipt shall then be recorded in the system.

27 5 Finance department personnel shall compare the amount received from the bank with the accrual
amount recorded already in system.

Any difference between such amounts should be recorded in the system after the approval of CFO/
authorized senior Finance Department official.

N
-3
(%))

27.7 DCistnbution of profit on cient related bark account to each client; In case client not ready to raceive the
profit amount ensure that proper approval has been obtained from respective clients in accordance with
:ha applicable regulations

i contruiled for o s expentivs
5t by Tl poard © samor mar =
. v the "elevant authorized parorn

ey e

s shoais e graparad and avthonzed by e ragvant aniie sy

h

«  Authorization limits shouid be set for all the expenditure incurred by the Securities broxe:.
Capitalization policy should be designed to properly classify the expense into revenus / capite
axpenditure.

© il expense transactions and other cash. cisbursement should be recorded in a journal cailed cash
ishursements and accounis payable by check numbers (including void checks).

ju i

INFORMATION TECHNCLOGY GENERAL CONTROLS (ITGCS)

A

28. Access Security

The Lies beokars cnouis approve tne nature and extent ¢f user-access crivileges tor naw and

wcdifiea user access, ncluding standard application profilesiroies and critica! financial reporting
transaciions. : :

28.2 Only authorized software shouid be allowed to be installed on systems

B
o
—\

socess for terminated andior transferred users should be removed or modified in a iimely mannar i

283
zccordance with the documanted securities broker policy.

28.4 Privileged-level access shouid be authorized and appropriately restrictec.

~R 5 User access should be oaricdically reviewed in accordance with the established requirements in the
Jocumentad securities brokes's policy. i

258 CLogging 3hould be snabied within the system.

287 iogs: sheuld be menitored ¢ audited on & regular basis to detect unauthorized or inappropriate aciivity.

S5 A Acsess shoule be authenticated through unique user IDs and passwords or other methods as a

rechzanism for validating that users are authorized to gain access to the system. Password parameters
should meet securities broker and/or professional policies and standards (e.g., password minimum
iength and complexity, expiration, account lockout).




E
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28.9 Changss should be appropriately approved and tested before being moved into the production
environment.

28.10 Any change should be communicated on a timely basis.

29. Program Change

29.1 End-users shouid perform acceptance testing of programs and systems in a protected environmeni
separate from production before the developed, or meodified%rograms or systems cre implemented inio
the production environment. . :

29.2 Access :» mplement changes into the application productior. anvironmen it should be anprepriately
resinci=<=-nd segregated fron: the develepment environment.

30. Data cer’zi and network eperations

30.1 Physicz’ :acurity mechanisms and environmental controls should be in place tc protect its IT assets
in data ¢ ters/computer rooms from intentional or unintentionat damage.

30.2 Financial data should be backed up on a regular basis according to an established schedule and
frequency. Backup media are stored in an appropriately secure iocation. Further, backup processes
should be monitored for successful execution, and failures are escalated and corrected to ensure data
is useble and available for reirieval and restoration if needed.

Restoration testing of backups should be performed on frequent basis to determine the usability and

integnty of the files.

0
©
w

30.4 The entity should have formal agreement(s) to obtain technical or application support from contractors
and/or software vendors to ensure availability of such suppert. Management of the securities brokers
should monitor compliance with these agreements.

31.  Application Acguisition, Devwelopment & Maintenance

31.1 An esiablished methodology or process, approved by the securities brokers, should be used 1o guide
the acquisition, development, modification, and maintenance bf application systems, databases,
Network/Domain Controller and communication software, systems software, and hardware to establish
consistency of development and maintenance activities within the entity.

31.2 Management of the securities brokers should also approve all decisions related to aforementioned
acquisitions. :
32. [T Governance '

32.1 Inthe case of a public company, a detailed and approved IT Strategic Plan should exist to address botn
long and short term IT related projects.

32.2 inthe case of 3 public company, a dedicated IT Steering Committee should exist to govern all IT related
matters.

32.5 1T isk management framework should be established that is ahgne( to the organization’s (enterprise’s)
risk management framework.

32.4 A formal disaster recovery plan / business continuity plan should have been developed, approved and
tested on e reguiar basis. :

2226
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17/ 1S nolicies and pirocedures should be formally documented approved and updated on & 2eriodic
hesis
Security Awaenzss rainings/orograms ghould be conducted on periodic basis in order ‘o enanle the
uesrs of informartion: systems to understand applicable security policies and ihe measures that should
he taken o safeguard organizational assets.
& formally documented and approved Matrix should exist to address SOU related issues.
in the case of a public company or & Trading and Self Clearing Broker, the Internal Auci function should
aiso review (T related matters
e BACGE 1O NG THRIMUM - T oy
e T ENGE, D8N 5
s $unigle i ARaSs
wie Beyeraent o ine securidng rokers shouid approve vz ratuis w i e :
e pew and modifec user acrass, including standara application profiias/roies ast &
reporting transactions.
Access for terminated and/cr transferred users should be removed or modified in & dmely manner in
accordance with the documented securities broker policy.
Priviicoed-level access should ve authorized and appropriately restricted.
User access should be periodically reviewed in accordance with the established raquirements in the
documeniad securities broker policy.
Logging shouid be enabled within the system.
Lo saodio he monitorad or 2udited on a regular basis to detect unautherdzed or inappgropriae 25iviy.
Accese shouid be authenticated through unique user IDs and passwords Gr other methods as a
“mechaniem for validating that users are authorized to gain access to the systern. Password parameters
shouid meer securities broker and/or professional policies and standards (e.g., password minimum
length and complexity, expiration, account lockout). )
Changes should be aporopriately approved and' tested before peing moved irto the production
snvirohment.
Any change should be cormunicated on a timely basis.

0 Log of generated and deleted vouchers should also be maintained.

1 Systems shouid be safeguarded from malicious programs (e.g. viruses, worms, rojans etc.) tirougn
vodsted anti-virus and ciher related software

34 1Access srould be authendcarad through unique user 1Ds anc passwords or otner methocs as a

[SRICH:

mechanism for validating :hat usars are authorized to gain access w ine system. Password parameiers
meet securities broker ard/cr industry standards (e.g., password minimum lengin and comolexity,
exoiration, account lockol ).
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342  Network should be architected to segment web- racung applications from the internal network, where
iCFR relevant applications are accessed.

34.30n a pericdic basis. vulnerability scans of the network perimeter should be performed by the Network
management team who also investigate potential vulnerabilities.

34.40n a periodic basis, alerts should be generated to provide notification of threats identified by the intrusion
detection systems. These threats are investigated by the Network management team.

34.5Encryption anc two factor authentication protocols should be implemented to restrict Virtuai Private
Network (VPN) access to authorized and appropriate users.

' »-2wall changes should be appropriately reviewed ard spproved before being implementad
Jction environment

34 ENetwork
.1. . Lhc D(" :

35. Disaste; “zcovery plannirig / Business Continuity Plan

35.1Business .untinuity and Disaster recovery plan should be in piace Suly approvad by the 3oard of
Directors. havmg capability of restoring both the IT operations and business processes.

35.2Coordinatec strategy should be developed that involves plan, procedures and tecnmcal measures to
enable the recovery of systems, operations and data after a disruption.

35.3Disaster recovery plan should be tested on periodic basis and proper decumentation of the same should
be in place. .

H. COMPLIANCE DEPARTMENT

36. Structure

36.1A securities broker should, as applicable, either designate or appoint a whole- txme compliance officer.
fuifiliing the it and proper criteria specified in the Regulations.

36.2Appointment of compliance officer should be done by COO and CEO subject to the approval of Audit
Committee/ BOD.

36.3Compliance officer should meet minimum criteria as specified in the Regulations.

36.4 r‘omohance officer should be held responsible for monitoring confoliance of the securities hreker with
the applicable regulatory regime.

36.5 Cormpliarn'ce Officéf éhould report findings directly to-the Audit Committee/ BOD for the actions.r

37. Qualification of staff

37.1The Board should formulate policy containing the following minimum criteria for appomtment of staff in
the compliance department:

a. Education
D. Experience
C. Professional qualification

37.2Regular trainings should be organized by the compliahce department officer.
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Compliance plan / scope and monitoring mechanism

%5 1Thare should be a comnliance department scope/policy/plan/manual, approved by the Board of Directors
v.hich shouio contain the following particulars at a minimum:

- Frecuericy of monitoring

Scope of work inciuding compliance with all applicable regulatory recuirements
- Areas for monioring

- Threshelds for menitoring

- Risk assessments

cnrtag of gviendl 08 3 Aval Comittees BN

Lsave, =nd regu w1618 oackilnis o varing 2il F2gulanony redir3mien
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NG resi wsioiiec. o ine compliancs oep=iiment

o Top fonducing pariodic revig v

38 2Fath year, compliance depariment officer shall review the scope in the light of new/amended laws and
regulaticns and then make recommendations to the Audit Committee/ BOD for the finai approva!

-

28 3At requiar intervals, Compliance department personnel should cbserve/check the compliances as pe
the aporoved scope and ihen report shall be prepared which is reviewed and approved by compiiance
officer whe wili present the same in the Audit Committee/ BOD. The Audit Commitiee/ BOD shall ther

aecide the course of actions.

39. Follow-up mechanism on pending compliances ‘

ce department shouid obtain the status from relevant departments on reguiar basis for any

39.1Complian
d. The same should be reported to the Audit Committes/ BOD for the

pending non-compliances identifie
igither aclions.
30.2Compliance  depariment pesonnel  should communicate to the relevant departmenis for the
changes/amencrnents i1 the laws and reguiations along with the deadlines for the cornpliance

4G, Internal Code of Practice
40 1intarnal code of practice should be developed and reviewed on 2 regular basis for enstiring thatits coard,
girectors, employees and agents are acting in interest of the customer, the integrity of the market and
zre in compliance of the Securities Ast, 2015, Securities Brokers (Licensing and Cperations;) Reguistions,
2016 and any other applicabe laws, guideiines, directives, circulars etc. T

a7, Rigk Assessment Process

niifying business risk relevant to financial reporting, estimating the significance of the

A -
i} [

g -c 1 likelincon f their cccurrence, and determining actions to address 1708€ risks should

ia mizne. The accounting decartment should have processes 10 identify significart changes in e

financiai repailing framework.
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42. Development and implementation of policies and procedures

42 1A comp;‘ehensive policies and procedures should be developed by the Board of Directors or executive
committee of the Board for all key areas of operations. These poiicies and procedures should be
periodically updated.

42.20nce the policy is developed by the Board, it should be visible to.and clearly understood by the entire
organization.

42.3There should be a review mechanism for reporting compliance with established policies and procedures.
42 dinternal 21 dit department should cover the area of implementation of policies and procedures.

472 5Process =5 uid be there for assessment of the effectiveness cf established policies, and procedures on
regular be’s. The evaluation should consider the resuits of established policies, changes in market

43. Enternai';';udit department

43 1Internal audit should be established / outsourced to provide the Board and the management of the
securities brokers with the evaluation of system of internal controls, assessment of risks, test operations
of systems, and communicate / recommend for improvement.

43.2The department shouid be competent by employing the sufficient appropriately qualified staff having
internai Audit background and relevant experience.

43 3Ali significant business processes and {T operations should be covered in the Internal Audit's plan for
each year

43.4 Internal audit should be independent of the management and repciting to the audit committee.

43.5 Periodic annua! review of the internal control system and assessment ot overall fevel of compliance of
the securities broker should be carried out and report directly to the board of direclors or its audit

committee :

43 68Audit commitiee/ Board should review the activities of internal audit department and ensures that the
internal audit is adequately resourced.

43 7The Board and Audit Committee should review significant reporting issues and accounting policies,
securities brokers’ financial statements, formal announcements, net capital balance and other regulatery
reporting, geing concern assumption, transagctions with related parties etc.

44, Combliance with'the Corporate Goverhéncé Code for Securities Brokers ‘

44 1Al securities brokers should ensure compliance with the Corporate Governance Code  reguiremerits
given in the Annexure D of the regulations. v

44 2The listed securities brokers should ensure compliance with the securities brokers Code in addition to
the Code of Corporate Governance (CCG) applicable on listed companies. In case, there is any
ncorsistency  with  the  CCG, the  provisions  of  the CCG chould  prevail



