NATIONAL ASSEMBLY SECRETARIAT

REPORT OF THE STANDING COMMITTEE ON FINANCE, REVENUE AND
ECONOMIC _AFFAIRS _ON__THE _ANTI-MONEY _ LAUNDERING (S_ECOND -

- AMENDMENT) BILL, 2020

I, the Chairman of Standmg Committee on Finance, Revenue and Economic Affairs have
the honor to present this report on the Bill further to amend the Anti-Money Laundering Act,
2010 (VII of 2010) [The Anti-Money Laundenng (Second Amendment) Bill, 2020]
[Government Bill], referred to the Committee on 27" July, 2020. :

2. . The Committee comprises the following:-

1). Mr. Faiz Ullah Chairman
2). Mr. Jawad Hussain Member
3). Mr. Raza Nasrullah Member
4).  Mr. Aamir Mehmood Kiani Member
5). Makhdoom Syed Sami-ul-Hassan Gillani Member
6). Sardar Nasrullah Khan Dreshak Member
7. Mr. Jamil Ahmed Khan Member

- 8). Mr. Faheem Khan 2 Member
9): Mr. Aftab Hussain Siddique Member
10).  Dr. Ramesh Kumar Vankwani Member
11). Mr. Muhammad Israr Tareen Member
12).  Mr. Ahsan Igbal Chaudhary Member
13).  Mr. Qaiser Ahmed Sheikh Member
14).  Chaudhary Khalid Javed Member

- 15).  Mr. Ali Pervaiz Member
16).  Dr. Aisha Ghaus Pasha Member
17).  Dr. Nafisa Shah Member
18). Syed Naveed Qamar Member
19). Ms. Hina Rabbani Khar Member
20).  Mr. Abdul Wasay Member
21).  Minister In-charge ; Ex-officio Member

3.  The Committee considered thc Bill as introduced in the Assembly placed at N

Annexure-‘A’ in its meetings held on 2818 July, 7™ August, 10® August, 2020 and proposed the
following amendments, therein:-

-

CLAUSE 2

- In clause 2, in section 2, in sub-section (xii), in paragraph (b), the words “which shall not
be less than rupees two million”, shall be added at the end.

CLAUSE 3
Clause 3, shall be substituted, namely:-

3. Substitution of section 4, Act VII of 2010.— In the said Act, for section 4, the
following shall be substituted, namely:-




“4.  Punishment for money laundering— (1) Whoever commits the
offence of money laundering shall be punishable with rigorous imprisonment for
a term which shall be upto ten years and shall also be liable to fine which may-
extend to twenty five million rupees and shall also be liable to forfeiture of
property involved in money laundering or property of corresponding value. '

(2) The aforesaid fine may extend upto on& hundred million rupees in case
of a legal person. Any director, officer or employee of such legal person who is

also found guﬂty under this section shall also be punishable as provided under -

sub-section (1).”.

CLAUSE 6
In clause 6.—

(1)  inthe proposed new section 6A, in sub-section (2), in paragraph (b) .——
i) the expression “to prevent the offence of money laundering. predicate
offence or financing of terrorism”, shall be added at the end.

ii) in paragraph (j), between the words “other” and “law”, the word -

“applicable”, shall be inserted.

(2) In the proposed new section 6C, for paragraph (d), the following shall 'be'_
substituted, namely:-

“(d) exercise any other relevant powers and perform any other relevant -
functions that may be otherwise granted in any other applicable law or that
may be a351gned by the Federal Government notification in the Offi mal
Gazette.”.”

CLAUSE 8

In clause &, in the proposed new section 7E, the word “obviously”, occurring in the last
line, shall be omitted.
CLAUSE 11

clause 11, shall be omitted and the remaining clauses shall be renumbered, accordingly.

-4, The Committee recommended that the Bill, as reported by the Standing Committee
placed at Annexure-‘B’, may be passed by the Assembly.

. Mr. Qaiser Ahmed Sheikh, Chaudhary Khalid Javed, Mr. Ali Perviz, Dr. Aisha Ghaus
Pasha, Syed Naveed Qamar and Dr. Nafisa Shah, MNAs showed their reservation on the Bill and
they submlttcd note of dlsscnt which is placed at Annexure-‘C’.

Sd/- Sd/- :
( TAHIR HUSSAIN ) (FAIZULLAH)
Secretary Chairman

Islamabad, the 10" August, 2020



ANNEX-A
[AS INTRODUCED IN THE NATIONAL ASSEMBLY]

A
Bill
further to amend the Anti Money Laundering Act, 2010

WHEREAS it is expedient further to amend the Anti Money Laundering
Act, 2010, (Act VII of 2010) for the purposes hereinafter appearing;

: Short title and commencement.— (1) This Act may be called the
Anti-Money Laundering (Second Amendment) Act, 2020.

(2) It shall come into force at once.

- Substitution of section 2, Act VII of 2010.— In the Anti-Money
Laundering Act, 2010 ( Act VII of 2010), hereinafter referred to as the said Act,
for section 2, the following shall be substituted, namely:-

“2. Definitions.— In this Act, unless there is anything
repugnant in the subject or context,—

(i) “AML/CFT” means Anti Money Laundering and Countering
Financing of Terrorism;

(ii) “AML/CFT regulatory authority” means the regulator or SRB
as defined under section 6Aof this Act;

(iii) “attachment” means prohibition of transfer, conversion,
disposition or movement of property by an order issued
under section 8;

(iv)  “beneficial owner” means,—

(i) natural person who ultimately owns or controls a
customer and / or the natural person on whose behalf
a transaction is being conducted; or

(i1) natural person who exercise ultimate effective control
over a legal person or legal arrangement;




{vi)

(vii)

(viii)

(ix)

(x)

(i)

(i)

“business relationship” means professional or commercial
relationship between a reporting entity and a customer to
conduct transaction, activity or to provide service or product;

“CDD” means Customer Due Diligence and the obligations
set out in section 7A;

“company” means any body corporate and includes a firm or
other association of individuals;

“Competent authorities” means the Regulators, Oversight
Bodies for SRBs, the Financial Monitoring Unit and the
Investigating or Prosecuting agencies as defined in this Act;

“Corporate group” means a group that consists of a parent
entity exercising control and/or managerﬁent on branch or
subsidiary that are subject to AML/CFT policies and
procedures at the group level,

“Court” means the Court specified under section 20,

“CTR” means report on currency transactions exceeding
such amount as may be specified by the Nationa! Executive
Committee by notification in the official Gazette;

“Designated Non-Financial Businesses and Professions or
DNFBP” mean the following persons:-

(a) real estate agents, including housing authorities,
builders, real estate developers and property dealers;
when performing the prescribed activities in the
prescribed circumstances and manner.

{(b) dealers in precious metals and precious stones,

including jewelers and gem dealers, when they engage
in any cash transaction with a customer equal to or
above the applicable designated threshold as specifiec
by the National Executive Committee by notification in

the official Gazette;

(c) lawyers, notaries, other legal professionals and
accountants when they prepare for or carry out
transactions for their client concerning the following
activities:-

(1) buying and selling of real estate;

[ ———— |
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(11) managing of client money, securities or other
assets;

(I1) management of bank, savings or securities
accounts;

V) organization of contributions for the creation,
operation or management of companies; or

(VI) creation, operation or management of legal
persons or arrangements, and buying and
selling of business entities;

(d) trust and company service providers, which may
include any entity designated under sub-clause (c} of
clause (xii) of section 2, when they prepare for or carry
out transactions for a client concerning the following

activities:
(I acting as a formation agent of legal persons,;
(I)  acting as (or arranging for another person to act

as) a director or secretary of a company, a
partner of a partnership, or a similar position in
relation to other legal persons;

(ITI)  providing a registered office, business address
or accommodation,  correspondence or
administrative address for a company, a
partnership or any other legal person or
arrangement;

(IV) acting as (or arranging for another person to act
as) a trustee of a trust or performing the
equivalent function for another form of legal
arrangement,

(V)  acting as or arranging for another person to act
as a nominee shareholder for another person;

and
(e) such other designated non-financial businesses and
professions as may be notified by the Federal
Government;

(xiii) “Director General” means the Director General of FMU
appointed under sub-section (3) of section 6;
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(xiv) “financial institution” includes any person carrying on any
onie or more of the following activities, namely:-

(a) acceptance of deposits and other repayable funds from
the public;

(b) lending in whatsoever form,

{c) financial leasing;

(d) money or value transfer;
(e) issuing and managing means of payments including
but not limited to credit and debit cards, cheques,

traveller’s cheques, money orders, bank drafts and
electronic money;

(f) financial guarantees and commitments; and
(g) trading in —
(i) money market instruments;

(i) foreign exchange

(iiif exchange, interest rate and index instruments;

(iv) transferable securities

v) commodity futures trading.

(vi) participation in shares issues and the provision
of services related to such issues;

(vii) individual and collective portfolio management;

(viii) safekeeping and administration of cash or liquid
securities on behalf of other persons;

(ix} investing, administering or managing funds or
money on behalf of other persons;

(x) insurance business transactions;

(xi) money and currency changing; and

(xii) carrying out business as intermediary;

(xv) “FMU” means the Financial Monitoring Unit established
under section 6;

(xvi) “foreign serious offence” means an offence,—
(a) against the law of a foreign State stated in a certificate
issued by, or on behalf of, the government of that
foreign State; and

(b) which, had it occurred in Pakistan, would have
constituted a predicate offence;

(xvii) “investigating officer” means the officer nominated or
appointed under section 24,

(xviii) “investigating or prosecuting agency” means the National
Accountability Bureau (NAB), Federal Investigation Agency
(FIA), Anti-Narcotics Force (ANF), Directorate General of
(Intelligence and Investigation — Customs) Federal Board of
Revenue, Directorate General (Intelligence and Investigation

L da
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Inland Revenue) Federal Board of Revenue, Provincial
Counter Terrorism Departments or any other Ilaw
enforcement agency as may be notified by the Federal
Government for the investigation or prosecution of an offence
under this Act;

(xix) “legal arrangements” means trusts, wagfs or other similar
legal arrangements as may be defined in any other law;

(xx) “legal person” means companies, associations,foundations,
partnerships, societies and any other legal person as may be
defined in any other law;

(xxi) “National Executive Committee” means the National
Executive Committee constituted under section 5;

(xxii) “occasional transactions” means any transaction conducted
by a reporting entity for a customer with whom the reporting
entity does not have a business relationship;

(xxiii) “offence of money laundering” has the meaning as defined in
section 3;

(xxiv) “oversight body for SRB” means a body appointed by the
Federal Government by notification in the Official Gazette to
monitor the compliance of an SRB with respect to the
provisions of this Act;

(zoev) “person” means any natural or legal person;

(xxvi)  “predicate offence” means an offence specified in
Schedule-I to this Act;

(xxvii) “prescribed” means prescribed by rules or regulations
made under this Act;

(xxviii) “proceeds of crime” means any property derived or
obtained directly or indirectly by any person from the
commission of a predicate offence or a foreign serious
offence;

(xxix)  “proliferation financing” means the financing of
proliferation of weapons of mass destruction;

(xxx) “property” means property or assets of any description,
whether corporeal or incorporeal, movable or immovable,
tangible or intangible, and includes deeds and
instruments evidencing title to, or interest in, such




(xxexi)

(xxxii)

(xxxiii)

(xxxiv)

," é -

property or assets, including cash and monetary
instruments, wherever located;

“property involved in money laundering” means,
regardless of who holds or has held the property, proceeds
of crime, property derived or obtained directly or indirectly
from the offence of money laundering and property used or
intended to be used in commission of the offence of money

laundering, a predicate offence or a foreign serious
offence;

“record” includes the records maintained in the form of
books or stored in a computer or any electronic device, or
such other form as may be prescribed;

‘regulator” means a Regulator as mentioned in clause (1) of

Schedule -1V of this Act;

“reporting entity” means DNFBPs and Financial
Institutions and includes any other person designated as
such by Federal Government by notification in the official
Gazette;

(xxxv) “risk” means the risk of money laundering or the risk of

financing of terrorism;

(xxxvi) “SBP” means State Bank of Pakistan established under the

(xxxvii)

(xxxviii)

(xxxviv)

(x3)

(xli)

State Bank of Pakistan Act, 1956 (XXXIII of 1956);
“Schedule” means schedule to this Act;

“SECP” means Securities and Exchange Commission of
Pakistan established under the Securities and Exchange
Commission of Pakistan Act, 1997 (XLII of 1997);

“SRB” means a Self-Regulatory body as mentioned in
clause (2) of Schedule-1V of this Act;

“STR” or “Suspicious Transaction Report” means the
report on suspicious transaction as provided under
section 7;

“TFS” or “Targeted Financial Sanctions” means the
freezing and prohibition obligations in relation to the
property of the designated or proscribed persons under the
United Nations (Security Council) Act 1948 or the Anti-



_-

terrorism Act, 1997 and any rules or regulations made
there under; and

(b1 “transfer” means sale, lease, purchase, mortgage, pledge,
p - -
gift, loan or any other form of transfer of right, title,
possession or lien.”.

3. Amendment of section 4, Act VII of 2010.— In the said Act, in

section 4,-
(a) for the words “to five”, the words “upto twenty five” shall be
substituted; and
(b) in the proviso, for the words “to five”, the words “upto one
hundred” shall be substituted and for the word “company”,
wherever occurring, the words “legal person” shall be
substituted.
4, Substitution of section 5, Act VII of 2010.— In the said -Act, for

section 5, the following shall be substituted, namely :-

“5.

National Executive Committee .— (1) Within thirty

days of the commencement of this Act, the Federal Government
shall, by notification in the official Gazette, constitute a committee
to be known as the National Executive Committee which shall
consist of the members as mentioned in Schedule-II of this Act.

(2)

The National Executive Committee shall hold its

meetings atleast twice a year and shall be responsible to perform
the following functions, namely-:

(a)

(b)

make recommendations to the Federal Government for
effective implementation of this Act and framing of
national policy to combat money laundering and
financing of terrorism;

make recommendations to the Federal Government for
the determination of offences existing in Pakistan that
may be considered to be predicate offences for the
purposes of this Act;

make recommendations to the Federal Government on
the application of countermeasures as called for by the
Financial Action Task Force(FATF) to combat money
laundering and financing of terrorism;
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(d) provide guidance and recommendations in framing ¢’
rules and regulations under this Act;

(e) approve, review and oversee the implementation of a
national strategy to fight money laundering and
financing of terrorism,;

(f) seek reports from competent authorities as it may
require, including an annual report containing overall
analysis of the STRs and CTRs, statistics concerning
the investigations and prosecutions conducted in
relation to the offences of money laundering and the
financing of terrorism in Pakistan, statistics of
supervisory actions taken by the AML/CHFT regulatory
authorities according to clause (i) of sub-section (2) of
section 6A or by the oversight body for SRB according
to Section 6C. In this behalf, Secretary of the National
Executive Comumittee may call periodic reports from
the AML/CFT regulatory authorities, Oversight body
for SRB, investigating and prosecuting agencies in
such manner as may be specified by him; :

(g) discuss any other issue of national importance relating
to money laundering and financing of terrorism; and

(h) undertake and perform such other functions as
assigned to it by the Federal Government, relating to
money laundering and financing of terrorism.

(3) The National Executive Committee may constitute one

or more sub-committees to perform such functions as it may deem
fit.

(4) The National Executive Committee may delegate or
assign its functions to the General Committee or a sub-committze,
if deems appropriate.

(5) The Federal Government shall, by notification in the
Official Gazette, constitute a committee to be known as the General

Committee which shall consist of the members as mentioned in
Schedule-III of this Act.

(6) The General Committee shall assist the National
Executive Committee for the purposes of this Act.

{7) The General Committee may invite any person to
participate in the meeting as it deems necessary.

(3) The General Committee shall perform the following
functions namely:-

(a) develop a national strategy to fight money laundering
and financing of terrorism;



(b)

(c)

(d)

(€)

(f)

()

(h)

(@)
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issue necessary directions to the investigating or
prosecuting agencies, AML/CFT regulatory authorities,
FMU and any other authority appointed by the Federal
Government involved in the implementation and
administration of this Act, including measures for
development and performance review of such agencies
and authorities;

seek reports from the competent authorities as it may
require, including an annual report containing overall
analysis of the STRs and CTRs, statistics concerning
the investigations and prosecutions conducted in
relation to the offences of money laundering and the
financing of terrorism in Pakistan, statistics of
supervisory actions taken by the AML/CFT regulatory
authorities according to clause (i) of sub-section (2) of
section 6A or by the oversight body for SRB according
to Section 6C. In this behalf, Secretary of the General
Committee may call periodic reports from the
AML/CFT regulatory authorities, Oversight body for
SRB, investigating and prosecuting agencies in such
manner as may be specified by him;

approve FMU’s budgetary proposals for achieving the
objects of this Act;

approve FMU'’s staffing requirements, pay, allowances,
privileges and compensation packages and other
matters incidental thereto;

provide necessary assistance to the National Executive
Committee in carrying out its functions and duties
under this Act;

discuss any other issue of national importance relating
to money laundering and terrorist financing; and

undertake and perform such other functions as

assigned or delegated to it by the National Executive
Committee.

The General Committee may constitute one or more

sub-committees to perform such functions as it may deem fit.”.

5. Substitution of section 6, Act VII of 2010.— In the said Act, for

section 6, the following shall be substituted, namely:-
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“6. Financial Monitoring Unit.—(1) The Federal
Government shall, by notification in the official Gazette, establish a
Financial Monitoring Unit which shall be housed in SBP or at any
other place in Pakistan.

(2) The FMU shall have independent decision making
authority on day-to-day matters falling within its area of
responsibility.

(3) The Federal Government in consultation with SBP
shall appoint a Director General who shall be a financial sector
specialist to head FMU. He shall exercise all powers and funcrtions

of the FMU subject to the administrative oversight of the General
Committee.

(4) The FMU shall have the following powers and the
functions, namely:

(a) to receive STRs and CTRs from reporting entities as may
be necessary to accomplish the objectives of this Act:

(b) to analyse the STRs and CTRs and in that respect the
FMU may call for record and information from any
agency or person in Pakistan related to the transaction
in question. All such agencies or persons shall be

required to promptly provide the requested record and
information;

(c) to disseminate on a confidential basis, after analyzing the
STRs, and CTRs and other record, necessary information
or material to the concerned investigating or prosecuting
agencies for enquiry or other action under this Act or any
other applicable law;

(d) to create and maintain a data base of all STRs and CTRs,
related information and such other materials as the
Director General determines are relevant to the work of
the FMU and in that respect, the FMU is authorized to
establish necessary analytic software and computer
equipment to effectively search the database, sort and
retrieve information and perform real time linkages with
databases of other agencies both in and outside Pakistan
as may be required from time to time;

{e) to cooperate with financial intelligence units of other
countries and to make reciprocal arrangements after due
administrative process to share, request and receive
information relating to money laundering, predicate
offences and financing of terrorism and any other
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information that may be necessary to accomplish the
objectives of this Act ;

(f) to represent Pakistan at all international and regional
organizations and groupings of financial intelligence
units and other international groups and forums which
address the offence of money laundering, financing of
terrorism and other related matters;

(g) to request the investigating or prosecuting agencies any
feedback regarding the disseminations made under sub-
clause (c) in the form of periodic reports or statistics
concerning the investigations and prosecutions of money
laundering and financing of terrorism in Pakistan,;

(h) to frame regulations in consultation with the AML/CFT
regulatory authorities for ensuring receipt of STRs and
CTRs from reporting entities with the approval of the
National Executive Committee;

(i) to enter into arrangements with domestic agencies,
authorities, or any reporting entity or any of its officers
as may be necessary for getting facilitation in
implementation of the provisions of this Act, or the rules
or regulations made hereunder; and

() to perform all such functions and exercise all such
powers as are necessary for, or ancillary to, for the
attainment of the objectives of this Act.

(6) On considering STR or CTR, the FMU may, if deems
necessary, convey matters involving regulatory or administrative
action to the concerned regulatory or administrative body for
appropriate action.

(7) Subject to the regulations sanctioned by the National
Executive Committee in this behalf, the Director General may, if there
appear to be reasonable grounds to believe that a property is involved
in money laundering, order freezing of such property, for a maximum
period of fifteen days, in any manner that he may deem fit in the
circumstances.”.

6. Insertion of new sections, Act VII of 2010.— In the said Act,

after section 6, substituted as aforesaid, the following new sections shall be

inserted, namely:-

“6A AML/CFT regulatory authority.—(1) AML/CFT
regulatory authority means the Regulators and SRBs as specified
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in Schedule 1V. They shall exercise the powers and perform the
functions as set out in this Act and as prescribed thereunder.

(2)

AML/CFT regulatory authority shall exercise the

following powers and functions with respect to its reporting
entities, namely: -

(@)
(b)

(d)

()

(f)

(h)

()

licensing or registration of reporting entities;

imposing any conditions to conduct any activities by
reporting entities;

issuing regulations, directions and guidelines with
respect to sections 7A to 7H of this Act;

issuing regulations, directions and guidelines with
respect to financing of proliferation obligations;

providing feedback to reporting entities for the
purpose of compliance with the requirements of
sections 7A to 7H of this Act and as prescribed there
under;

monitoring and supervising, including conducting
inspections, for the purpose of determining
compliance with the requirements of sections 7A to
7H of this Act and any rules or regulations made there
under and with the orders or regulations made there
under that impose TFS obligations;

compelling production of information relevant to
monitoring compliance with the requirements of
sections 7A to 7H of this Act and any orders, rules cr
regulations made there under that impose TFS
obligations;

impose sanctions, including monetary and
administrative penalties to the extent and in the
manner prescribed, upon their respective reporting
entity, including its directors and senior management
and officers, who violates any requirement in section
7A to7H and any rules or regulations made there
under or those who fail to comply with the TFS
regulations. Any person aggrieved by the imposition of
sanctions under this clause may prefer an appeal in
such manner and within such period to such
authority as may be prescribed;;

maintaining statistics of the actions performed in
respect of the functions and powers conferred by th:s
Act, in order to report to the National Executive
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Committee and the General Committee as required;
and

(i) exercising any. other such powers and performing any
other such functions that may be otherwise granted in
any other law.

6B. International cooperation by regulators.—The
regulators as specified in clause (1) Schedule IV of this Act shall
co-operate with their foreign counterparts and shall make
reciprocal arrangements to share, request and receive information
relating to the requirements of this Act and any regulations made
there under.

6C. Oversight Body for SRBs.— The Federal Government
shall by notification in the Official Gazette appoint an Oversight
Body for the SRBs mentioned in clause (2) of Schedule IV which
shall exercise and perform the following powers and functions
with respect to their respective SRB, namely:-

(a) prescribe regulations for the SRB with respect to the
provisions of this Act;

(b) monitor and oversee the SRB in accordance with the
provisions of this Act;

(c) impose sanctions to the extent and in the manner
prescribed, upon their respective SRB who fails to
comply with any provision of this Act and any rules or
regulations made under this; and

(d)  exercise any other powers and perform any functions
that may be assigned by the Federal Government
notification in the Official Gazette.”.

Amendment of section 7, Act VII of 2010.— In the said Act, in

(a) for the words “Suspicious Transaction Reports” wherever

occurring, the expression “STRs” shall be substituted;

(b) In sub-section (1), in clause (b), for the word “section”, the word

“Act” shall be substituted;
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(c) in sub-section (2), after the word “body”, occurring for the first

time, the expression “oversight body for SRB, AML/CFT” shall
be inserted; and

(d) omission of the in sub-section (7)

8. Insertion of new sections, Act VII of 2010.— In the said Act,

after section 7, amended as aforesaid, the following new sections shall be

inserted, namely:-

“74 Condueting CDPD.—(1) Every reporting entity shall conduct
CDD in the prescribed manner and in accordance with provisions of this
Act and as prescribed thereunder in the following matters, namely:-

(a) entering into a business relationship;

(b) conducting an occasional transaction above the prescribed
threshold;

(c) where there is a suspicion of money laundering or terrorist
financing; or

(d) where there are doubts about the veracity or adequacy of
previously obtained data.

(2) Every reporting entity shall—

(a) identify the customer and verify the customer’s identity on
the basis of documents, data or information obtained from
reliable and independent sources;

(b) identify the beneficial owner and take reasonable measures
to verify the beneficial owner’s identity on the basis of
documents, data or information obtained from reliable
sources and be satisfied that it knows who the beneficial

owner is;

(c) understand and, as appropriate, obtain information on the
purpose and intended nature of the business relationship;
and

(d) monitor the business relationship on an ongoing basis.

7B. Reliance on third parties.— A reporting entity may rely on
third party to perform CDD in the prescribed manner.
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7C. Record keeping.— Every reporting entity shall maintain a
record of all transactions for a period of at least five years following the
completion of the transaction, and records of account files, business
correspondence, documents, of all records obtained through CDD and
the results of any analysis undertaken for a period of at least five years
following the termination of the business relationship.

7D. Inability to complete CDD and tipping off.—(1) Where a
reporting entity is unable to complete CDD requirements, it—

(a) shall not open the account, commence business relations or
perform the transaction; or shall terminate the business
relationship if any ; and

(b) shall consider filing a Suspicious Transaction Report in
relation to the customer.

(2) Where a reporting entity forms a suspicion of money
laundering or terrorist financing, and reasonably believes that
performing the CDD process will tip-off the customer, the reporting entity
shall not pursue the CDD process and shall file a STR.

7E. Anonymous business relationships and transactions.—
No reporting entity shall enter into a business relationship or conduct
any transaction with a customer who is anonymous or provides an
obviously fictitious name.

i Risk understanding.— Every reporting entity shall take
appropriate steps to identify, assess and understand the risks to which
its business is subjected to, in accordance with this Act and as
prescribed .

7G. Compliance program.— Every reporting entity shall
implement compliance management arrangements, including the
appointment of a compliance officer at a management level and training
programs, having regard to the money laundering and terrorism
financing (ML/TF) risks and the size of the business during the course of
their activities subject to this Act and as prescribed.

7H. Policies and procedures.— Every reporting entity shall
implement policies and procedures to ensure their compliance with the
provisions on this Act and orders rules or regulations made there under
that impose TFS obligations upon reporting entities.

71I. Sanctions for Reporting Entities.— If any reporting entity or
natural person contravenes any of the provisions of sections 7A to 7H, it
may be subjected to sanctions, as mentioned under clause (h) of section
6A of this Act and as prescribed.
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9, Substitution of section 12, Act VII of 2010.- In the said Act, for
section 12, the following shall be substituted,

“12. No civil or criminal proceeding against reporting entities
in certain cases.— Save as otherwise provided in section 7, the
reporting entities and their officers including but not limited to directors,
chief executive, chief financial officer, employees, agents of the reporting
entity or other authorized officers of a reporting entity shall not be liable
to any civil, criminal or disciplinary proceedings against them for
furnishing information required under this Act or the rules or regulations
made thereunder.”.

10. Omission of section 16, Act VII of 2010.- In the said Act, section
16 shall be omitted.

11. Amendment of section 20, Act No. VII of 2010.— In the said
Act, in section 20, in sub-section (1), in clause (a), after the word “trying”, the

words “or competent to try” shall be inserted.

12. Amendment of secl;ion 21, Act No. VII of 2010.— In the said
Act, in section 21,-

(@) in the marginal heading, for the word “non-cognizable", the
word "cognizable" shall be substituted;

(b) in sub-section (1), in clause (a), for the words “non-cognizable”,
the word “cognizable” shall be substituted;

(c) in sub-section (2), in the proviso, for the words “financial
institution” the words “reporting entity”, and for the words
“regulatory authority” the expression “AML / CFT regulatory
authority” shall be substituted; and

(d) in sub-section (3) after the expression “FMU”, the words “or

investigating or prosecuting agency” shall be added.

13. Substitution of section 25, Act VII of 2010.— In the said Act, for

section 25, the following shall be substituted, namely:-

“25. Assistance to authorities.—(1) Notwithstanding the
provisions of any other law, the officers of the Federal Government,
Provincial Government, local authorities and reporting entities shall
provide assistance including but not limited to production of records,
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documents and information reasonably required by the investigating
or prosecuting agency or FMU for the purposes of money laundering,
predicate offences and financing of terrorism proceedings and
investigations in accordance with the provisions this Act.

(2) Whoever willfully fails or refuses to provide the required
assistance under sub-section (1) shall be guilty of misconduct and
shall be proceeded against by its respective department or
organization and a report of such proceedings shall be submitted
within reasonable time to the concerned investigating or prosecuting
agency or FMU, as the case may be and shall be punished in the case
of a natural person, with an imprisonment for a term which may
extend up to five years, a fine which may extend to rupees one million
or both, or in the case of a legal person, with a fine which may extend
to rupees ten million.”.

14. Amendment of section 30, Act VII of 2010.— In the said Act, in
section 30, in sub-section (4), for the words “bank or financial institution”, - the

words “reporting entity” shall be substituted.

15. Amendment of section 33, Act VII of 2010.— In the said Act, in

section 33,-

(a) in the marginal heading, for the word “Suspicious Transaction
Report”, the expression “STR” shall be substituted;

(b) for the words “Suspicious Transaction Report”, the expression
“STR” shall be substituted; and

(c) in sub-section (2), for the words “regulatory authority”, the
expressions “AML / CFT regulatory authority” shall be
substituted.

16. Amendment of section 34, Act VII of 2010.— In the said Act, in

section 34,-

(a) for sub-section (1) the following shall be substituted, namely:-

“(1) The directors, officers, employees and agents of any
reporting entity or intermediary which report a STR or CTR
pursuant to this law or any other authority, are prohibited
from disclosing, directly or indirectly, to any person that the
transaction has been reported unless there are disclosure
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agreements for corporate groups in accordance to regulations
made hereunder.”; and

(b) in sub-section (3 ) for the words and comma “financial
institutions, non-financial business or profession”, the word “reporting
entities” shall be substituted.

17. Substitution of Section 37, Act VII of 2010.— In the said Act,

for section 37, the following shall be substituted, namely:-

“37. Offences by legal persons.—(1) Where a legal person
commits an offence under this Act, every person who at the time when
the offence was committed, shall be deemed to be guilty of the offence
and shall be liable to be proceeded against and punished accordingly:

Provided that nothing contained in this sub-section shall render
any natural person liable to punishment if he proves that the
contravention took place without his knowledge or that he exercised all
due diligence to prevent such contravention.

(2) Notwithstanding anything in sub-section (1) where an
offence under this Act is committed by a legal person and it is proved
that the contravention has taken place with the consent, connivance or
knowledge of any director, manager, secretary or other officer of any legal
person, such director, manager, secretary or other officer shall also be
deemed to be guilty of the contravention and shall be liable to be
proceeded against and punished accordingly.

Explanation.—For the purposes of this section, “director” in
relation to a firm, means a partner in the firm.”.

18. Amendment to Schedule of the Act VII of 2010.— In the said
Act, in the existing Schedule, for heading “THE SCHEDULE (see section 2(w)”,
the expression “THE SCHEDULE-I (see section 2 (xxxvii) shall be substituted.

19. Insertion of new of Schedules, Act VII of 2010.— In the said

Act, after Schedule-I, renumbered as aforesaid, the following new Schedules
shall be added, namely:-



“THE SCHEDULE-II
[see section 5(1)]
Members of National Executive Committee

1. The National E=xecutive Committee shall comprise the following

members:-
(a) Minister for Finance or Advisor to

the Prime Minister on Finance Chairman

(b) Minister for Foreign Affairs Member
(c) Minister for Law and Justice Member
(d) Minister for Interior Member
(e) Minister for Economic Affairs Division Member
(f) Governor SBP Member
(g) Chairman SECP Member
(h) Director General, Military Operations Member
(1) Director General (C), ISI Member
G) Director General, FMU Member/Secretary
(k) Director General FATF Cell Member
() any other member to be nominated by the Federal Government.

2. The Director General FMU shall act as Secretary of the National
Executive Committee.

THE SCHEDULE-III
[see section 5(5)]
Members of General Committee

The General Committee shall comprise the following members:-

(a) Secretary Finance Chairman
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(b} Secretary Interior Member
(c) Secretary Foreign Affairs Member
(d) Secretary Law Member
(e) Chairnlan National Accountability Bureau Member
(f) Chairman Federal Board of Revenue Member
(g) Director General, Federal Investigation Agency Member
{h) Director General, Anti Narcotics Force Member
(i) Deputy Governor SBP : Member
() Commissioner SECP Member
(k) Director General, FMU Mein ber/Secretary
() Director General, Military Operations Member
(m) Director General (C), ISI Member
(n}) Director General FATF Cell Member
(o) any other Member to be nominated by Federal Government

2. The Director General FMU shall also act as Secretary of the General
Committee.

THE SCHEDULE-IV
[see section 6A(1})]
AML/CFT Regulatory Authority

1. The following Regulators are AML/CFT regulatory authorities for the
purposes of this Act:

(i) SBP for any reporting entity licensed or regulated under any law
administered by SBP;

(ii) SECP for any reporting entity licensed or regulated by SECP
under any law administered by SECP; unless that entity is
licensed by any other AML/CFT regulatory authority;

(iii) Federal Board of Revenue for Real Estate Agent, jewelers and for
dealers in Precious Metals and Precious Stones Sectors. FBR



(iv)

— 2 -

shall also be a AML/CFT regulatory authority for Accountants
that are not the members of ICAP and ICMAP;

National Savings (AML and CFT) Supervisory Board for National
Savings Schemes;

(v) Pakistan Post (AML and CFT) Supervisory Board for Pakistan
Post; and
(vi) Any other such regulatory authority as may be notified by the
Federal Government notification in the Official Gazette
2. The following SRBs are AML/CFT regulatory authorities for the

purposes of this Act:

(i)

the Institute of Chartered Accounts of Pakistan established
under the Chartered Accountants Ordinance, 1961 (Act X of
1961) for their respective members;

the Institute of Cost and Management Accountants of Pakistan
(ICMAP) established wunder the Cost and Management
Accountants Act, 1966 (Act XIV of 1966)for their respective
members;

the Pakistan Bar Council established under the Legal
Practitioners and Bar Councils Act, 1973 (Act XXXV of 1973);
for lawyers and other independent legal professionals that are
enrolled under the Pakistan Bar Council or Provincial Bar
Councils; and

(iv) Any other SRB as may be notified by the Federal Government in

the Official Gazette.”.




STATEMENT OF OBJECTS AND REASONS

In order to bring further improvements in the Anti-Money Laundering Act,
2010 (AML Act) and in line with the recommendations of Asia Pacific Group’s
Mutual Evaluation Report, 2019 for Pakistan and suggestions of Anti Money
Laundering and Countering the Financing of Terrorism {AML/CFT) stakeholders,
amendments in the AML Act, 2010 are being proposed.

These amendments are aimed at streamlining the existing AML law in line
with international standards prescribed by Financial Action Task Force (FATF) and
will reflect Government’s firm resolve to strengthen its Anti-Money Laundering
regime. These amendments would identify AML/CFT regulatory authorities for
Designated Non Financial Businesses and Professions (DNFBP). Customer Due
Diligence process has been explained in detail in the proposed amendments.
Record keeping requirements have been clearly explained to meet FATF
requirements. As required in the Mutual Evaluation Report, dissuasive sanctions
are also proposed in the proposed amendments. With the adoption of these
amendments Pakistan would meet the criteria of technical compliance wherever
amendments in the AML Act, 2010 are required.

.}\ﬂ&,_ﬁ;{%

(Dr. Abdul Hafeez Shaikh)
Adviser to Prime Minister
on Finance and Revanue



ANNEX B

[AS REPORTED BY THE STANDING COMMITTEE]
A
i
4 further to ameri& the Anti-Money I;aunden'ng Act, 201 0 i

WHEREAS it is expedient further to amend the Ant1 -Money Laundermg'
 Act, 2010 (Act VII of 2010) for the purposes hereinafter appearmg,

It is hereby enacted as follows:- )

1. Short title and commencement.— (1) This Act may be called the
Ant1 Money Laundering (Second Amendment) Act, 2020. « ¥ i

(2) It shall come into force at once.

2. Substltutzon of section 2, Act VII of 2010.— In the Ant1 Money '_ '
Laundering Act, 2010 ( Act VII of 2010), hereinafter referred to as the said Act o

for sectlon 2 the followmg sha.ll be substituted, namely -

“2, Definitions.— In this Act, unless there is anyt'hingl"
repugnant in the subject or context,— A

s

(i) “AML/CFT” means Anti Money Laundermg and Countenng' :
Financing of Terrorism;

(i) “AML/CFT rcgulatory authority” means the regulator or SRB‘
as defined under section 6Aof this Act; = .

(i) “attachment” means prohibition of transfer, converéion’
disposition or movement of property by.an order 1ssuedr '
under section 8; : : :




(i)

(v)

)

(vii)

(viii)

(ix)

)

()

(i)

“beneficial owner” means,—

(1) natural - person- who ultlmately owns or COI‘ltI‘l)lS a
customer and / or the natural person on whose beha_lf
a transaction is being conducted; or ‘

(i) natural person who exercise ultimate effectwe ccntrol -

over a legal person or legal arrangement;

“business relationship” means professional or commercial

relationship between a reporting entity and a customer to . .
conduct transaction, activity or to provide 'service or'p:rod'u(:t- S Lk

“CDD” means Customer Due’ Dlhgence and the obhgatlons:_f
set out in section 7A; : £

“company” means any body corporate and mcludes a f rm or

other assomatlon of individuals;

“Competent authorities” means the Regulators, Oversight - -
Bodies for SRBs, the-Financial Monitoring Unit and the

Investigating or Prosecuting agencies as defined in this Act;

“Corporate group” means a group that consists of a f-pareﬁ_f ;
entity exercising control and/or management on branch or -
subsidiary that are subject to AML/CFET pohcus andr'_"'

7 procedures at the group level,

“Court” means the Court specified under section 20;

~ “CTR” means report on currency transactions exceeding - = '

such amount as may be" speelﬁed by the National Ex ecutwe S
Committee by no‘uﬁca‘uon in the official Gazette -

“Designated Non-Financial Businesses and Profess ons 01; 7 o
DNFBP” mean the following persons:- Lo

(a) real estate agents, including housing autherities

builders, real estate developers and property . de alers; el

when performmg the prescribed = activities in the 3
prescnbed circumstances and manner. :
(b) dealers in precious metals and precmus stones "

mcludmg jewelers and gem dealers, when they engage--

in any cash transaction with a customer equal to or -

above the applicable designated threshold as specified = -
by the National Executive Committee by notification in =~

the official Gazette, which -shall not be less tha:o T
rupees two million; '




(c)

(d)

lawyers, notaries, other legal professionals and -~ .
- accountants when they prepare for or carry out -

transactions for their client concerning the fo]lowmg ' fr

activities:-

(0 buying and selling of real estate;

(I). managing of client money, securities or other .

assets;

() management of bank, savings or s‘écnrities‘

accounts;

(V)  organization of contributions for the cr-e"ation,‘

operation or management of companies;, or

~(VI) creation, operation or management of legal" 2
persons or arrangements, and buymg and‘_” ‘

selling of business entities;

trust and company service providers, which -' may
include any entity designated under sub-clause. (c) of
clause (xii) of section 2, when they prepare for or carry
out transactions for a client concermng the followmg
activities: s

(I) ' acting as a formation agent of legal persons

(I)  acting as (or arranging for another person to act

as) a director or secretary of a company, a

partner of a partnership, or a similar pos1t10n in
relation to other legal persons; '

(IlI) providing a registered ofﬁce, business'addfees
or accommodation, correspondence = or
administrative address for a company, a

partnership or any ot_her legal person or -

arrangement;

(IV) ' acting as (or 'arrangin’g for another person to act &5

as) a trustee of a trust or performing the

equivalent function for another form of legal

arrangement

(V)  acting as or arranging for another person to aet

and

as a nominee shareholder for another person;




(xiii)

(xiv)

(xv)

(xvi)

(evii)

(e) such other designated non-financial businesse:s_'arid o
professions as may be notified by the Federal
Government;

“Director General” means the Director General of FMU
appointed under sub-section (3) of section 6;

“financial institution” includes any person carrying on aﬁy i
one or more of the following activities, namely:-

(@)  acceptance of deposits and other repayablc funds from ' ':, ”'

the pubhc
(b) lending in whatsoever form;
(c)  financial leasing; :
(d) money or value transfer

(e) issuing and managing means of payments mcludmg'-_'-'

but not limited to credit and debit cards, cheques,
traveller’s cheques, money orders, bank drafts and
electronic money;
() financial guarantees and commitments; and
(g) trading in — .
i) money market instruments;
(i)  foreign exchange -
(iii) exchange, interest rate and index instruments;
(iv)  transferable securities
(v) commodity futures tradmg

(vi) part1c1pat10n in shares issues and the provision -

of services related to such issues;.
(vii). individual and collective portfolio management;

(viii) safekeeping and administration of cash or liquid = - '

securities on behalf of other persons;

(ix) investing, administering or managing funds or
money on behalf of other persons; '

(x) insurance business transactions;

(xij money and currency changing; and

(xii) carrying out business as intcrmediary'

“FMU” means the Financial Monitoring Umt estabhshecl'
under section 6;

“foreign serious offence” means an offence,— .

(a) against the law of a foreign State stated in a certlﬁcate
issued by, or on behalf of, the governrnent of that
forelgn State; and

(b) which, had it occurred in Paklstan Would havc
constituted a predicate offence;

“investigating officer” means the officer nominated or
appointed under section 24; _



(xviii) “investigating or prosecuting agency’ means the National
Accountability Bureau (NAB), Federal Investigation Agency
(FIA), Anti-Narcotics Force (ANF), Directorate General of
(Intelligence and Investigation — Customs) Federal Board of
Revenue, Directorate General (Intelligence and Investigation
Inland Revenue) Federal Board of Revenue, Provincial
Counter Terrorism Departments or any other law
enforcement agency as may be notified by the Federal
Government for the investigation or prosecution of an offence
under this Act; :

(xix) “legal arrangements” means trusts, waqfs or other similar
legal arrangements as may be defined in any other law;

(xx) “legal person” means companies, associations, foundations,

partnerships, societies and any other legal person as may be

defined in any other law

(xxi) “National Executive Committee” means the Natioﬁ-al
Executive Committee constituted under section 5;

(xxii) “occasional transactions” means any transaction conducted
by a reporting entity for a customer with whom the reportmg
entity does not have a business relationship;

(xxiii) “offence of money laundermg” has the meaning as deﬁned in
section 3;

(xxiv) “oversight body for SRB” means a body appointed by the
Federal Government by notification in the Official Gazette to
monitor the compliance of an SRB with respect to the
provisions of this Act;

(xxv)  “person” means any natural or legal person;

(xxvi)  “predicate offence” means an offence specified in
Schedule-I to this Act; = -

¢ 7 '

(xxvii) “prescribed” means prescribed by rules or regulauons ‘

made under this Act;

xxviil) “proceeds of crime” means an rope derived or
p

obtained directly or indirectly by any person from the.

commission of a predicate offence or a forelgn scnous
offence; :

(xxix) “proliferation financing” means the financing of .

proliferation of weapons of mass destruction;




(roxxi)

- (xxxiii)

(XXXiv)

(o)

3

“property” means property or assets of any dCSCI‘]pthl’l
whether corporeal or incorporeal, movable or immovable,

tangible or intangible, and includes deeds and - -
instruments evidencing title to, or .interest in, such
property or assets, mcludlng cash and "mo 1etar3 -

mstruments wherever located; -

28

“property involved in money laundering’” means,

regardless of who holds or has held the property, proceeds o

of crime, property derived or obtained directly or indifectly =

from the offence of money laundering and property use dop-" *F ,

intended to be used in commission of the offence of money -.

laundering, a predicate offence or a foreign serious
offence;

“record” includes the records maintained in the form of -
books or stored in a computer or any elec tromc de vice, or

such other form as may be prescrlbed

regulator” means a Regulator as mentioned in clause (1)
Schedule -1V of this Act;

“reporting entity” means DNFBPs and Fra_nc1al

Institutions and includes any other person desigr ated as -

such by Federal Government by notification in the u)fﬁcmi

Gazette;

“risk” means the risk of money laundering or the risk of"

financing of terrorism,;

(xxxvi) “SBP” means State Bank of Pakistan established unde_r -th!_f. .

(xxxvii)

(xxxviii)

(xxxix)

(x1)

)

State Bank of Pakistan Act, 1956 (XXXIII of 1956)

“Schedule” means schedule to this Act

“SECP” means Securities and Exchange Commis sion of -
Pakistan established under the Securities and Exc hangu .

Commission of Pakistan Act, 1997 (XLII of 1997);

“SRB” means a Self-Regulatory body as mentl(med in

clause (2) of Schedule-IV of this Act;

“STR” or “Suspicious Transaction Report” means t'hfe"'

report on suspicious transaction as provided under

section 7;

“TFS” or “Targeted Financial Sanctions” means the

freezing and prohibition obligations in relation o the



property of the designated or proscribed persons under the
United Nations (Security Council) Act 1948 or the Anti-
terrorism Act, 1997 and any rules or regulations made -
thereunder; and

(x1i) “transfer” means sale, lease, purchase, mortgage, pledge, .
gift, loan or any other form of transfer of right, title, -
possession or lien.”.

3. Substitution of section 4, Act VII of 2010.— In the said Act, for
section 4, the following shall be substituted, namely :- §=a1

“4,  Punishment for money laundering.— (1) Whoever
commits the offence of money laundering shall be punishable with
rigorous imprisonment for a term which shall be upto: ten years"
and shall also be liable to fine which may extend to twehty five
million rupees and shall also be liable to forfeiture of property
involved in money laundering or property of corresponding value.:

(2) The aforesaid fine may extend upto one hundred million =
rupees in case of a legal person. Any director, officer or employee of -
such legal person who is also found guilty under this section shall
also be punishable as provided under sub-section (1).”.

4. Substitution of section 5, Act VII of 2010.— In the said Act,. for

section 5, the following shall be substituted, namely :-

“5, National Executive Committee .— (1) Within thirty
days of the commencement of this Act, the Federal Government
shall, by notification in the official Gazette, constitute a committee
to be known as the National Executive Committee which shall
consist of the members as mentioned in Schedule-II of this Act.

(2) The National Executive Committee shall hold its

meetings atleast twice a year and shall be responsible to perform

the following functions, namely-:

(a) make recommendations to the Federal Government for
effective implementation of this Act and framing of
national policy to combat money laundering and
financing of terrorism; _ _'

(b) make recommendations to the Federal Government for
the determination of offences existing in Pakistan that
may be considered to be predicate offences for the
purposes of this Act;



(c) make recommendations to the Federal Government on
the application of countermeasures as called for by the
Financial Action Task Force(FATF) to combat money
laundering and financing of terrorism;

(d) provide guidance and recommendations in frammg of

rules and regulatlons under thdis Act;

(e) approve, review and oversee the implementation of a

national strategy to fight money laundering and
financing of terrorism;

(f) seek reports from competent authorities as it may
require, including an annual report containing overall
analysis of the STRs and CTRs, statistics concerning

the investigations and prosecutions conducted in.

relation to the offences of money laundering and the
financing of terrorism in Pakistan, statistics of

supervisory actions taken by the AML/CFT regulatory.

authorities according to clause (i) of sub-section. (2) of
section 6A or by the oversight body for SRB according
to Section 6C. In this behalf, Secretary of the National
Executive Committee may call periodic reports from
the AML/CFT regulatory authorities, Oversight body
for SRB, investigating and prosecuting agencies in
such manner as may be specified by him,;

(g) discuss any other issue of national importance relating
to money laundering and financing of terrorism; and

(h) undertake and perform such other functions as
assigned to it by the Federal Government, relating to
money laundering and financing of terrorism.

(3) The National Executive Committee may constitute one

or more sub-committees to perform such functions as it may deem
- Bt

‘ (4) The National Executive Committee may delegate or
assign its functions to the General Committee or a sub-committee,
if deems appropriate.

(5) The Federal Government shall, by notification in the
Official Gazette, constitute a committee to be known as the General
Committee which shall consist of the members as mentioned in
Schedule-III of this Act. '

(6) The General Committee shall assist the. National
Executive Committee for the purposes of this Act.

(7) The General Committee may invite any person to
participate in the meeting as it deems necessary.

(8)  The General Committee shall perform the following

functions namely:-



(d)

(h)

©)

develop a national strategy to fight money Iaundenng
and financing of terrorism;

issue necessary directions to the investigating or
prosecuting agencies, AML/CFT regulatory authorities,
FMU and any other authority appointed by the Federal
Government involved in the implementation and
administration of this Act, including measures for
development and performance review of such: agenc1es
and authorities;

seek reports from the competent authorities as it may
require, including an annual report containing overall
analysis of the STRs and CTRs, statistics concerning

the investigations and prosecutions conducted in

relation to the offences of money laundering and the

3i

financing of terrorism in Pakistan, statistics of

supervisory actions taken by the AML/CFT regulatory
authorities according to clause (i) of sub-section (2) of
section 6A or-by the oversight body for SRB according
to Section 6C. In this behalf, Secretary of the General
Committee may call periodic reports from the

AML/CFT regulatory authorities, Oversight body' for

SRB, investigating and prosecuting agencies in such

manner as may be specified by him;

approve FMU’s budgetary proposals for achlevmg the
objects of this Act;

approve FMU’s staffing requirements, pay, allowances, -

privileges and compensation packages and other
matters incidental thereto; :

provide necessary assistance to the National Executive
Committee' in carrying out its functions and duﬂes
under this Act;

discuss any other issue of national importance relating

to money laundering and terrorist financing; and

undertake and perform such other functions as -

assigned or delegated to it by the National Executive
Committee. '

The General Committee may constitute one or more

sub-committees to perform such functions as it may deem fit.”.




5. Substitution of section 6, Act VII of 2010.— In the said Act, for

section 6, the following shall be substituted, namely:-

“6. Financial Monitoring Unit.—(1) = The Federal

Government shall, by notification in the official Gazette, establish a
Financial Monitoring Unit which shall be housed in SBP or at any -
other place in Pakistan.

(2) The FMU shall have independent decision mak:ng
authority on day-to-day matters falling within its area of
responsibility.

(3) The Federal Government in consultation with SBP
shall appoint a Director General who shall be a financia! sector
specialist to head FMU. He shall exercise all powers and functions
of the FMU subject to the administrative oversight of the General
Committee.

(4) The FMU shall have the following powers and the
functions, namely:

(a) to receive STRs and CTRs from reporting entities as may
be necessary to accomplish the objectives of this Act;

(b) to analyse the STRs and CTRs and in that respect the
FMU may call for record and information from any
agency or person in Pakistan related to the transaction
in question. All such agencies or persons shall be
required to promptly provide the requested record and
information;

(c) to disseminate on a confidential basis, after analyzing the
STRs, and CTRs and other record, necessary information
or material to the concerned investigating or prosecuting
agencies for enquiry or other action under this Act or any
other applicable law; ' '

(d) to create and maintain a data base of all STRs and CTRs,
related information and such other materials as the
Director General determines are relevant to the work of
the FMU and in that respect, the FMU is authorized to-
establish necessary analytic software and computer
equipment to effectively search the database, sort and
retrieve information and perform real time linkages with
databases of other agencies both in and outside Pakistan
as may be required from time to time;

(e) to cooperate with financial intelligence units of other
countries and to make reciprocal arrangements after due
administrative process to share, request and receive
information relating to money laundering, predicate
offences and financing of terrorism and any other



information that may be necessary to accomphsh the

objectives of this Act ;

(f) to represent Pakistan at all international and regional
organizations and groupings of financial intelligence
units and other international groups and forums which
address the offence of money laundering, financing of
terrorism and other related matters;

(g) to request the investigating or prosecuting agencies any
feedback regarding the disseminations made under sub-
clause (c) in the form of periodic reports or statistics
concerning the investigations and prosecutions of money
laundering and financing of terrorism in Pakistan; :

(h) to frame regulations in consultation with the AML/CFT

)

regulatory authorities for ensuring receipt of STRs and = -

CTRs from reporting entities with the approval of the
National Executive Committee;

() to enter into arrangements with domestic agencies,
authorities, or any reporting entity or any of its officers
as may be necessary for getting facilitation in

implementation of the provisions of this Act, or the rules

or regulations made hereunder; and

(j) to perform all such functions and exercise all such
powers as are necessary for, or ancillary to, for the
attainment of the objectives of this Act.

(5)  On considering STR or CTR, the FMU may, if 'd'eems
necessary, convey matters involving regulatory or administrative
action to the concerned regulatory or administrative body for
appropriate action.

(6) Subject to the regulations sanctioned by the National
Executive Committee in this behalf, the Director General may, if there
appear to be reasonable grounds to believe that a property is involved
in money laundering, order freezing of such property, for a maximum
period of fifteen days in any manner that he may deem fit 1n the
circumstances.”

6. Insertion of new sections, Act VII of 2010.— In the said Act,

after section 6, substituted as aforesaid, the following new sections shall be.

inserted, namely:-

“6A AML/CFT regulatory authority.—(1) AML/CFT

regulatory authority means the Regulators and SRBs as specified
in Schedule IV. They shall exercise the powers and perform the
functions as set out in this Act and as prescribed thereunder.



(2)

AML/CFT regulatory authority shall exercise the

following powers and functions with respect to its reporting
entities, namely: - :

(a)
(b)

()

(d)

(e)

(f)

(g)

(1)

licensing or registration of reporting entities;

imposing any conditions to conduct any activities by
reporting entities to prevent the offence of money
laundering, predicate offence or financing = of
terrorism;

issuing regulations, directions and guidelines with
respect to sections 7A to 7H of this Act;

issuing regulations, directions and guidelines with
respect to financing of proliferation obligations;

providing feedback to reporting entities for the
purpose of compliance with the requirements of
sections 7A to 7H of this Act and as prescribed
thereunder,;

monitoring and supervising, including conducting
inspections, for the purpose of determining
compliance with the requirements of sections 7A to
7H of this Act and any rules or regulations made
thereunder and with the orders or regulations made
thereunder that impose TFS obligations;

compelling production of information relevant to
monitoring compliance with the requirements of
sections 7A to 7H of this Act and any orders, rules or
regulations made thereunder that impose TFS
obligations;

impose  sanctions, including rmonetary and
administrative penalties to the extent and in the
manner prescribed, upon their respective reporting
entity, including its directors and senior management
and officers, who violates any requirement in section
7A to7H and any rules or regulations . made
thereunder or those who fail to comply with the TFS
regulations. Any person aggrieved by the imposition.of
sanctions under this clause may prefer an appeal in
such manner and within such period to such
authority as may be prescribed,;

maintaining statistics of the actions perforraed in
respect of the functions and powers conferred by this
Act, in order to report to the National Executive
Committee and the General Committee as required;
and ' '
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6B.

exercising any other such powers and perforrriing any

other such functions that may be otherwise granted in
any other applicable law. o

International cooperation by regulators.—The

regulators as specified in clause (1) Schedule IV of this Act shall
co-operate with their foreign counterparts and shall make
reciprocal arrangements to share, request and receive information
relating to the requirements of this Act and any regulations made
thereunder.

shall by notification in the Official Gazette appoint an Oversight

6C. Oversight Body for SRBs.— The Féderal Government

Body for the SRBs mentioned in clause (2) of Schedule IV which
shall exercise and perform the following powers and functions
with respect to their respective SRB, namely:-

(2)

(b)

(©

(@

prescribe reguiations for the SRB with respécf to the .

provisions of this Act;

monitor and oversee the SRB in accordance with the

provisions of this Act;

impose sanctions to the extent and in the manner
prescribed, upon their respective SRB who fails to
comply with any provision of this Act and any rules or
regulations made under this; and

35

exercise any other relevant powers and perform any

other relevant functions that may be otherwise granted
in any other applicable law or that may be assigned by
the Federal Government notification in the Official
Gazette.”. «

7. Amendment of section 7, Act VII-of 2010.— In the said Act, in

section 7,-

()

(b)

for the words “Suspicious Transaction Reports” wherever
occurring, the expression “STRs” shall be substituted;

In sub-section (1), in clause (b), for the word “section”, the word
“Act” shall be substituted;

in sub-section (2), after the word “body”, occurring for the first e
time, the expression “oversight body for SRB, AML/CFT” shall |

be inserted; and

(d) omission of the in sub-section (7)




36

8. Insertion of new sections, Act VII of 2010.— In the seid Act,

after section 7, amended as aforesaid, the following new: sections shall be '

inserted, namely:-

“7A.

Conducting CDD.—(1) Every reporting entity shall conduct

CDD in the prescribed manner and in accordance with provisions of this
Act and as prescribed thereunder in the following matters, namely:-

(a) entering into a business relationship;

(b) conducting an occasional transaction above the prescribed
threshold;

(c) where there is a suspicion of money laundering or terrorist
financing; or ' ' '

(d) where there are doubts about the veracity or adequacy of
previously obtained data.

- (2) Every reporting entity shall—

(a)

(b)

(d)

7B.

identify the customer and verify the customer’s identity on
the basis of documents, data or information obtained from
reliable and independent sources;

identify the beneficial owner and take reasonable measures
to verify the beneficial owner’s identity on the basis of
documents, data or information obtained from reliable
sources and be satisfied that it knows who the beneficial
owner is; :

understand and, as appropriate, obtain infcrmation on the

purpose and intended nature of the business relationship;
and
monitor the business relationship on an ongoing basis.

Reliance on third parties.— A reporting entity may rely on

- third party to perform CDD in the prescribed manner.

7C.

Record keeping.— Every reporting entity shall maintain a

record of all transactions for a period of at least five years following the
completion of the transaction, and records of account files, business
correspondence, documents, of all records obtained through CDD and
the results of any analysis undertaken for a period of at least five years
following the termination of the business relationship.
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7D. Inability to complete CDD and tipping off.—(1) Where a
reporting entity is unable to complete CDD requirements, it—

(a) shall not open the account, commence business relations or
perform the transaction; or shall terminate the business
relationship if any ; and

(b)  shall consider filing a Susp1c1ous Transaction Report in
relation to the customer.

(2) Where a reporting entity forms a suspicion of money
laundering or terrorist financing, and reasonably believes that
performing the CDD process will tip-off the customer, the reporting entlty
shall not pursue the CDD process and shall file a STR.

7E. Anonymous business relationships and transactions.—
No reporting entity shall enter into a business relationship or conduct
any transaction with a customer who is anonymous or provides a
fictitious name.

7F. Risk understanding.— Every reporting entity shall take
appropriate steps to identify, assess and understand the risks to which
its business is subjected to, in accordance with this Act and as
prescribed.

7G. Compliance program.— Every reporting entity shall
implement compliance management arrangements, including the
appointment of a compliance officer at a management level and training
programs, having regard to the money laundering and terrorism
financing (ML/TF) risks and the size of the business during the course of
their activities-subject to this Act and as prescribed.

7H. Policies and procedures.— Every reporting entity shall
implement policies and procedures to ensure their compliance with the
provisions of this Act and orders, rules or regulations made thereunder

. that impose TFS obligations upon reporting entities.

71. Sanctions for Reporting Entities.— If any reporting entity
or natural person contravenes any of the provisions of sections 7A to 7H,
it may be subjected to sanctions, as mentioned under clause (h) of
section 6A of this Act and as prescribed.

9, Substitution of section 12, Act VII of 2010.- In the said Act, for
section 12, the following shall be substituted,

“12. No civil or criminal proceeding against reporting entities
in certain cases.— Save as otherwise provided in section 7, the
reporting entities and their officers including but not limited to directors,
chief executive, chief financial officer, employees, agents of the reporting
entity or other authorized officers of a reporting entity shall not be liable
to any civil, criminal or disciplinary proceedings against them for
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furnishing information required under this Act or the rules or regulations
made thereunder.”.

~10.

16 shall be omitted. .

11. Amendment of section 21, Act No. VII of 2010.— In the said

Act, in section 21,-

12.

(a) in the marginal heading, for the word “non-cognizable", the
word "cognizable" shall be substituted; '
(b) in sub-section (1), in clause (a), for the words “non-cognizable”,

the word “cognizable” shall be substituted;

(c) in sub-section (2), in the proviso, for the words “financial

institution” the words “reporting entity”, and for the words

Omission of section 16, Act VII of 2010.- In the said Act, section

“regulatory authority” the expression “AML / CFT regulatory

authority” shall be substituted; and
(d) in sub-section (3) after the expression “FMU”, the words “or

investigating or prosecuting agency” shall be added.

Substitution of section 25, Act VII of 2010.— In the said Act, for

section 25, the following shall be substituted, namely:-

“25. Assistance to authorities.—(1) Notwithstanding the
provisions of any other law, the officers of the Federal Government,
Provincial Government, local authorities and reporting entities shall
provide assistance including but not limited to production of records,
documents and information reasonably required by the investigating
or prosecuting agency or FMU for the purposes of money laundering,

predicate offences and financing of terrorism proceedings and -

investigations in accordance with the provisions this Act.

(2) Whoever willfully fails or refuses to provide the required

assistance under sub-section (1) shall be guilty of misconduct and

shall be proceeded against by its respective department or
organization and a report of such proceedings shall be submitted
within reasonable time to the concerned investigating or prosecuting
agency or FMU, as the case may be and shall be punished in the case
of a natural person, with an imprisonment for a term which may
extend up to five years, a fine which may extend to rupees one million
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or both, or in the case of a legal person, with a fine which may extend = -
to rupees ten million.”.

13. Amendment of section 30, Act VII of 2010.— In the said Act, in_
section 30, in sub-section (4), for the words “bank or financial institution”, the
words “reporting entity” shall be substituted.

14. Amendment of section 33, Act VII of 2010.— In the said Act, in

section 33,-

(a) in the marginal heading, for the word “Suspicious Transaction
Report”, the expression “STR” shall be substituted;

(b) for the words “Suspicious Transaction Report”, the expression
“STR” shall be substituted; and

(c) in sub-section (2), for the words “regulatory authority”, the
expressions “AML / CFT regulatory authority” shall be
substituted.

15. Amendment of section 34, Act VII of 2010.— In the said Act, in
section 34,- |

(a) for sub-section (1) the following shall be substituted, namely:-

“(1) The directors, officers, employees and agents of any
reporting entity or intermediary which report a STR or CTR
pursuant to this law or any other authority, are prohibited
from disclosing, directly or indirectly, to any person that the
transaction has been reported unless there are disclosure
agreements for corporate groups in accordance to regulations -
made hereunder.”; and '

(b) in sub-section (3 ) for the words and comma “financial
institutions, non-financial business or profession”, the word “reporting

entities” shall be substituted.

16. Substitution of Section 37, Act VII of 2010.— In the said Act,
for section 37, the following shall be substituted, namely:-
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“37. Offences by legal persons.—(1) Where a legal person
commits an offence under this Act, every person who at the time when

the offence was committed, shall be deemed to be guilty of the offence
and shall be liable to be proceeded against and punished accordingly:

Provided that nothing contained in this sub-section shall render
any natural person liable to punishment if he proves that the
contravention took place without his knowledge or that he exercised all
due diligence to prevent such contravention.

(2)  Notwithstanding anything in sub-section (1) where an
offence under this Act is committed by a legal person and it is proved
that the contravention has taken place with the consent, connivance or
knowledge of any director, manager, secretary or other officer of any legal
person, such director, manager, secretary or other officer shall also be
deemed to be guilty of the contravention and shall be liable to be
proceeded against and punished accordingly.

Explanation.—For the purposes of this section, “director” in
relation to a firm, means a partner in the firm.”.

17. Amendment to Schedule of the Act VII of 2010.— In the said-
Act, in the existing Schedule, for heading “THE SCHEDULE (see section 2(w)”,

the expression “THE SCHEDULE-I (see section 2 (xxvi) shall be substituted.

18. Insertion of new of Schedules, Act VII of 2010.— In the said

Act, after Schedule-I, renumbered as aforesaid, the following new Schedules 7

shall be added, namely:-

“THE SCHEDULE-II
[see section 5(1)]
Members of National Executive Committee

1. The National Executive Committee shall comprise the following
members:-
(@) Minister for Finance or Advisor to
the Prime Minister on Finance Chairman
(b)  Minister for Foreign Affairs Member

(c) Minister for Law and Justice Member



(d)

(e)
(0

(8)
(h)

(@)
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Minister for Interior Member
Minister for Economic Affairs Division Member
Governor SBP Member =
Chairman SECP Member
Director General, Military Operations Member
Director General (C), ISI Member
Director General, FMU Member/Secretary
Director General FATF Cell Member

any other member to be nominated by the Federal Government.

2. The Director General FMU shall act as Secretary of the National
Executive Committee.

THE SCHEDULE-III
[see section 5(5)]
Members of General Committee

1. The General Committee shall comprise the following members:-

(a) Secretary Finance Chairman

(b)  Secretary Interior Member

(c) Secretary Foreign Affairs Member

(d) Secretary Law Member

() Chairman National Accountability Bureau Member

(9 Chairman Federal Board of Revenue Member

(g} Director General, Federal Investigation Agency Member

(h) Director General, Anti Narcotics Force Member

Member

Deputy Governor SBP



2.

i

2.

0)
(k)
M
(m)
(n)
(©)

Commissioner SECP Member
Director General, FMU Member/Secretary
Director General, Military Operations Member
Director General (C), ISI Member
Director General FATF Cell Member

any other Member to be nominated by Federal Government

The Director General FMU shall also act as Secretary of the General .'
Committee.

THE SCHEDULE-IV
[see section 6A(1)]
AML/CFT Regulatory Authority

The following Regulators are AML/CFT regulatory authorities for the
purposes of this Act:

i)

(1)

(1)

(iv)

v)

(vi)

SBP for any reporting entity licensed or regulated under any law
administered by SBP;

SECP for any reporting entity licensed or regulated by SECP
under any law administered by SECP; unless that entity is
licensed by any other AML/CFT regulatory authority;

Federal Board of Revenue for Real Estate Agent, jewelers and for
dealers in Precious Metals and Precious Stones Sectors. FBR
shall also be a AML/CFT regulatory authority for Accocuntants
that are not the members of ICAP and ICMAP;

National Savings (AML and CFT) Supervisory Board for National
Savings Schemes;

Pakistan Post (AML and CFT) Supervisory Board for Pekistan
Post; and

Any other such regulatory authority as may be notified by the
Federal Government notification in the Official Gazette

The following SRBs are AML/CFT regulatory authorities for the
purposes of this Act:



the Institute of Chartered Accounts of Pakistan established

i3

under the Chartered Accountants Ordinance, 1961 (Act X of

1961) for their respective members;

the Institute of Cost and Management Accountants of Pakistan
(ICMAP) established wunder the Cost and Management
Accountants Act, 1966 (Act XIV of 1966)for their respective
members;

(iii) the Pakistan Bar Council established under the Legal

Practitioners and Bar Councils Act, 1973 (Act XXXV of 1973);
for lawyers and other independent legal professionals that are
enrolled under the Pakistan Bar Council or Provincial Bar
Councils; and

(iv) Any other SRB as may be notified by the Federal Government in

the Official Gazette.”.
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ANNEX-C

Date: August 10, 2020

NOTE OF DISSENT

AntiéMoﬁex Laundering (Second Amendment) Bill, 2020

The abovementioned bill is in contradiction with fundamental human rights which are enshrined
in the Constitution of the Islamic Republic of Pakistan, 1973, and various conventions on
international human rights. The said bill is in conflict with:

(1) Article 18 that deals with “Freedom of trade of trade business and profession™

(2) Article 14 that deals with “Inviolability of dignity of man etc.” and '

(3) Article 8 that deals with “Laws inconsistent with or in derogation with the fundamental rights
to be void”.

The bill empowers the executive with overriding powers that will intervene with the privacy of a
person doing any lawful business. Moreover, it will expose professionals, providing services to
the said businesses, in breach of their fiduciary duties of retaining the confidential information
about the businesses of their clients, which is in violation their conduct as service providers.

There are many stakeholders, organizations and associations, who should be taken on board
before the passage of this bill as it mandates provision of private confidential information to the
executive and this information will enter the public domain.

This bill has no mechanism of check and balance of executive powers by the legislature or
judiciary which is of prime importance and should be a pre-condition before mandating access to
proprietary information.

Parliamentary oversight of actions where the rights of the citizens may be seriously affected is of
prime importance; this bill has no provisions for such oversight.

The Government has been unable to provide clarity on which parts of the bill are mandated by
FATF provisions, and which parts are in excess of these requirements.

In particular, this bill has the following specific flaws:

1. Defects in Sections 2, Definitions, rendering ambiguity to parts of the bill.

2. Exposing officials holding positions critical to national security in the composition of the
National Executive Committee and General Committee in Section 5 read with Schedule
II and Schedule III.

3. Placing an extraordinary burden of record keeping and reporting on businesses as per
various Sections of the bill which will greatly reduce the ease of doing business in
Pakistan and add to the cost of doing business pushing businesses towards the black
economy.
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4. Changing the environment of doing business, adversely affecting economic activity with
its concomitant implications on employment and poverty.
5. Exposure of businessmen and professionals to extraordinary financial and imprisonment
 penalties in various Sections of the bill based on vague descriptions of acts of omission or
commission.
6. Inclusion of professional bodies, associations and council, as per Schedule IV (2) into the
regulatory oversight mechanism which is a violation of the charter of these organizations.
7. Exposure of individuals to excessive powers and conditions of detention as per Section
21. :

In view of the aforementioned Constitutional violations, breach of International Conventions on
Fundamental Human Rights, and fundamental flaws in the Bill, I hereby submit my Note of
Dissent to the approval of this Bill.

Sd/-
Mr. Qaiser Ahmed Sheikh
Chaudhary Khalid Javed
Mr. Ali Perviz
Dr. Aisha Ghaus Pasha
Syed Naveed Qamar
Dr. Nafisa Shah
Members National Assembly
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