
PART 11 

Statutory Notifications (S. R. 0) 

GO VE RNMENT OF PAKISTAN 

SECUlUTlES AN D EXC HANGE COMMISSION OF PAKISTAN 

NOTIFIC ATION 

Islamablld, the 2 1h JIIIy, 2015 

S. R. O. 'zog (I) 20 15. In exercise of powers conferred under clause (q) of sub-secti on (2) of section 169 

of the Securities Act, 2015 (Act No. III of 20 15), the Securities and Exchange Commi ssion of Pakistan hereby 

makes the follow ing regulat ions, the same being previously published in the Offic ial Gazene vide S. R.O. 232 

(1)/20 15 dated March 17, 2015 and a lso placed on its website as required sub-secti on (4) of the said Act, 

namely:-

I. Short tit le a nd co mm encement.- ( I) These Regulat ions sha ll be call ed the Research Analys t Regulations, 
2015. 

(2) They shall come into fo rce at once. 

2 . Definition s.-

a) "Act" means the Securi ties Act, 20 15 (Act No III o f2 0 15); 

b) "Close relative" shall mean the spouse(s) and lineal ascendant(s) and descendant(s) of the Research 
Analyst; 

c) "Commiss ion" means the Securities and Exchange Commission of Pakistan established under section 3 of 
the Secu rit ies and Exchange Commiss ion of Pakistan Act, 1997 (XLII of 1997); 

d) "I ndepend ent Research Analys t" means a person performing the fun cti ons of Research Analyst who is 
not engaged in any other regulated securiti es activity; 

e) "Public Appearance" means any part icipati on in a conference call , seminar, forum (including interactive 
and non-interactive electronic forum). rad io or television or internet or web or print media broadcast, 
authoring a print media artic le or other publi c speaking activity in whi ch a Research Analyst, or an o ffi cer, 
director, or empl oyee of a Research Entity or Independent Research Analyst, makes a recommendati on or 

offers an opin ion, concerning listed securities or a public offer; 

f) " Resea rch Analyst" means a person, by whatever name call ed, who is involved in the preparat ion, writing 
and/or publication of a Research Report or the substance of a Research Report concerning securit ies that are 
li sted or to be listed on a stock exchange registered in Pakistan; 
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g) "Research Entity" means a company which provides services of issuance of a Research Report in its own 
name through the Research Analysts employed by it, and includes any other entity associated with the 
securities markets in any manner, also engaged in the issuance of Research Report and also provides 
following services: 

i). acting as a securities adviser; 
ii). acting as an underwriter; 

iii). offering brokerage services; 
iv). participating in a selling or an offering for the issuer or otherwi se acting in furtherance of a public offer 

of the issuer; 
v). acting as an adviser in a merger or acquisiti on; 

vi). providing or arranging venture capital or equi ty or debt; 
vi i). serving as placement agent for the issuer or otherwise acting in furtherance of a private offeri ng of the 

issuer; and 
viii ). any other services as specified by the Commission. 

h) "Research Re port" includes a wri tten comm unication, in any form, which includes: 

i) a Price Target - the fundamental value of a listed securi ty or a publ ic offer derived by the Research 
Analyst; or 

ii) a "buy/se ll /hold" recommendation or an analysis or opinion concerning a listed sec urity or a publi c offer, 

provid ing information reasonably sufficient upon which to base an investment decision, but does not incl ude 
the following communications: 

i). comments on general trends in the securities market; 
ii ). commentaries on economic, politica l or market conditions; 

iii). periodic reports or other comm unications prepared for unit holders of mutua l funds or co ll ective 
investment schemes; 

iv). interna l communications that are not given to current or prospective cl ients; 
v). communi cati ons that constitute offer docu ments or prospectus that are circulated under a specific law; 

vi). statisti cal summaries of fi nancial data of the companies; 
vi i). technical analys is relati ng to the demand and supply in a sector or the index; and 

vi ii ). any other com muni cation wh ich the Commission may specifY from time to time. 

i) "Subject Co mpa ny" incl udes the issuer or company whose public offer or securities are the subject of a 
Research Report or a Public Appearance. 

j) " Third Pa rty Research Report" means a Research Report produced by any international research house 
located outside Paki stan. 

;\11 other words and express ions used but not defined in these regulations shall have the same meanings as 
assigned to them under the Act. 

3. Qua li fica tion, experience a nd cer tificlltio n rcq llirement.- (I ) A Research Analyst includ ing an 
Independent Research Analyst, shall have the fo ll owi ng minimum qualifi cations: 

Ca) A professional qualification in accounti ng and fi nance or a graduate degree in fi nance, accountancy, 
business management, commerce, economi cs, capital market and financial services provided by a 
university recognized by the Hi gher Ed ucat ion Commission of Pakistan; or 
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(b) two years of relevant experi ence which includes working in the research department of a company 
operati ng in the fi nancial sector or capital market or experience in acti vities relat ing to securities or 
fund or asset or portfo lio management; or 

(c) any known speciali zed certification other than mentioned III regulation (2) below, covering 
areas of financia l and capital markets. 

(2) In addition to the above, indi vid uals employed as Research Analyst by the Research Entity or Independent 
Research Analyst, as the case may be, shall obtain such mandatory certification(s) for Research Analysts as 
specified by the Com mission ITom time to time. 

4. Estab lis hing Policies and Procedllres.- ( I) The Independent Research Analys t and Research Entity shall 
have written internal po li cies and control procedures governing the fo llowing matters: 

(i) trading activit ies of Research Analyst is subj ect to a fo rmal approval process ; 

(ii) restricting dea li ng or trading by itself( in case of an Independent Research Analyst), and Research 
Analyst and their close relat ives, in the securities of the Subject Company, with in seven days before 
and five days after the publication of such Research Report; 

( iii ) public disclosure, along-with proper rationale, of any dealing or trading by itself or the Research 
Analyst, in a manner contrary to its given recommendation; 

(vi) addressing actual or potent ial con fli ct of interest arising from dealings or trading in securities of the 
Subject Company by the Research Analyst and Research Enti ty or their offi cers, di rectors or 
employees, and participation of thc Rcscarch Analyst in busi ness acti vities designed to solicit non­
research business such as sales pitches or road shows or corporate advisory transacti ons; 

(v) promoting object ive and reliable research that refl ects the unbiased and independent view of the 
Research Analyst; and 

(vi) preventing the use of the Research Report to manipulate the securities market. 

(2) The Research Entity shall have in place appropriate mechanisms to ensure independence of its 
research act iv ities fro m its other bus iness activities. 

5. Restrict ions 0 11 Rcsearch Analyst Co mpensation and Condu ct of Business etc.- (1) The Research 
Entity shall ensure that compensation of the Research Analyst is neither determined nor based on any other 
service(s) that the Research Enti ty is offering. Thi s incl udes bonus, salary or any other form of compensation. 

(2) An individual employed as Research Analyst by the Research Entity shall not be subject to the supervi sion 
or control of any employee of its non-research departments, and no personnel engaged in providing non­
research services may have any inlluence or control over the compensatory evaluation of Research Analyst. 

(3) The Research AnalystlResearch Entity shall not provide any promise or assurance of favorable review in its 
Research Report to a company or industry or sector or group of companies or business group as considerati on 
to com mence or infl uence a business relationshi p or for the receipt of compensati on or other benefits. 

(4) The Research Entity shall publically disclose com pensati on and reporting structure of the Research Analyst 
they employ. 
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6. Limitations on P ubli cation of Research Reports and Restrictions on Public Appearances by 
Research Analyst.- (I) The Research Analyst/Research Entity shall not submit a Research Report to the 
Subject Company before its pub li cation : 

Provided that some sections of the Research Report may be submitted to the Subject Company before its 
publication for review as necessary onl y to verify the factual accuracy of information in those sections. 

(2) The Research Entity shall not issue Research Reports and it or its Research Analysts, officers or directors 
shall not make Public Appearance(s) regarding a Subject Company for which the Research Entity acted as a 
corporate advisor, underwriter or lead manager in a public offer from the date of its appointment till a period of 
25 days from the date of completion of such offering. 

7. Content in Research Reports.- ( I) The Independent Research Analyst, Research Entity and Research 
Analyst sha ll have adequate documentary bas is, supported by research, for preparing a Research Report. 

(2) The Research Analyst shall ensure that facts in the Research Reports are based on reli able information and 
the source of such information is disclosed. Further the Research Analyst shall define the terms used in making 
recommendations and these terms should be used consistently. 

(3) The Research Analyst shall disclose in the Research Report the valuation methods used to determine the 
Price Target, if any, that has a reasonable basis and sha ll be accompani ed by a disclosure concern ing the ri sk 
that may impede achievement of the Price Target. 

(4) The Research Analyst that emp loys a rating system must clearly define in each Research Report the 
meaning of each rating in the system, including the time horizon and any benchmarks on which a rat ing is 
based. 

8. Disclosures in Research Reports.- ( I) If the Research Enti ty acts as a market marker in the securities ofa 
Subject Company, the ract shall be disclosed. 

(2) The Independent Research Analyst, the Research Enti ty and the ind ividual em ployed by them as Research 
Analyst shall disclose: 

(i) if it or any of its officers, directors, assoc iates or a close relati ve has a financial interest in the securities 
of the Subject Company and the nature of such interest, provided such interest (actual/beneficia l) aggregates 
to an amount exceeding 1% of the va lue of the securi ti es of the Subject Company at the time of issuance of 
the Research Report; 

(ii) if it or any of its officers, directors, associates or a close relative is currently serving or has served in the 
past three years as a director or officer of the Subject Com pany; 

(iii) if it or any of its officers, directors, associates or a close relative received compensation from the 
Subject Company in the previous 12 months; 

(iv) if the Subject Company currently is, or during the 12-month peri od preceding the date of publ ication or 
di stribution of the Research Report, was, a cl ient of the Research Entity; 

(v) if the Research Entity has managed or co-managed a public offering or any takeover, buyback or 
delisting offer of securities for the Subject Company in the past 12 months andlor receIved compensation 
for corporate advisory services, brokerage services or underwriting services from the Subject Company in 
the past 12 months; 
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(vi) if the Research Entity expects to recei ve or intends to seek compensation for corporate advisory 
servi ces, brokerage services or underwriting services from the Subject Company in the next three months; 

(vii ) if the Research Analyst is issuing Research Report on any of its associated companies; and 

(viii) any other materi al conflict of interest of the Research AnalystlResearch Entity which has the ability to 
influence the content of a Research Report, that the Research Analyst/ Research Entity knows or has reason 
to know at the time of the publicati on or di stribution of a Research Report. 

(3) All material disclosures under these regulati ons shall also be made by a Research Analyst and empl oyees, 
officers or directors of an Independent Research AnalystlResearch Entity in Public Appearance(s). 

(4) The d isclosures given above shall not be required to be made to the extent that they wou ld reveal materi al 
non-public informati on regarding specifi c potenti al corporate advisory, brokerage or underwriting service 
transactions of the Subject Company. 

9. Distri bution of Research Reports.- (I) A Research Report shall not be distributed selecti vely to internal 
trading personnel or a particular cli ent or class of c li ents in advance of other clients that are entit led to receive 
the Research Report. Further, the Independent Research Analyst and Research Entity shall pub lically di sclose 
their polic ies and procedures for di sseminating Research Report. 

(2) Any person located outside Paki stan engaged in issuance of Research Report in respect of securities listed 
or proposed to be listed on a stock exchange in Paki stan shall enter into an agreement with an Independent 
Research Analyst or a Research Entity. 

(3) An Independent Research Analys t/Research Entity who distributes any Third Party Research Report shall 
review the Third Party Research Report for any untrue statement of material fact or any fal se or misleading 
information. 

(4) An Independent Research Analyst/Research Entity who distributes any Third Party Research Report shall 
disclose any materi al conflict of interest of such third party research provider or it shall provide a web address 
that directs a recipient to the relevant di sclosures. 

10. General Responsibi li ties.- ( I )The Research Analyst, Independent Research Analyst and Research Entity 
shall act in a fidu ciary capac ity towards its c lients and shall disclose all confli cts of interests as and when they 
ari se and suitably address the same. 

(2) The disc losures under these regul ati ons shall be complete, timely, clear, conci se, specific and made in a 
prominent manner so that investors obtain the full benefit of the information provided. 

(3) Independent Research Analyst and Research Entity as the case may be, shall also intimate the Commiss.ion 
for the purposes of record, before commencement of its business. 

11. Ma intenance of Records.- ( I) The Independent Research Analyst and Research Entity shall maintain the 
fo ll owi ng records: 

(i) Research Reports prepared; 
(ii ) Written research recommendations provided; 
(ii i) Rationale for arriving at research recommendations; 
( iv) Record of Publi c Appearances . 
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(2) All records shall be maintained either in physical or electronic form and preserved fo r a minimum period of 
five years. 

12. Compliance and Enfo rcement Mechanism for the Research Analyst/Research E nti ty.- An 
Independent Research Analyst and Research Entity must, as the case may be,-

(a) establ ish compli ance procedures on a regul ar basis to ensure that the procedures reflect current laws 
and provide adequate gu idance to its employees, officers and directors about what is permi ss ible 
conduct; 

(b) continuous ly monitor and aud it the effecti veness of compliance procedures and keep its employees, 
officers and directors updated with any changes in these procedures; and 

(c) implement appropriate disciplinary sanct ions for itself and its employees, officers and directors in 
case of violations. 

13. Liability for action in case of default. Independent Research Analyst, Research Enti ty and Research 
Analyst who contravenes any of the provi sions of the Act or any regulations or circulars issued thereunder 
sha ll be dealt with in the manner provided under the Act. 

No. SMD/SE/2(255)20 15 

( Bushra Aslam ) 
Secretary to the Commission 
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