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[TO BE INTRODUCED IN THE SENATEl

Bilt

to amend and consolidate lat+'for the regulation of the securities industry and the

protection of inveslors

WHEREAS it is expedient to amend and consolidate law for the regulation of the

securities industry, the protection of investors and for the matters conn@ted therewith or ancillary

thereto;

It is hereby enacted as follow:-

PART I
PRELIMINARY

1. Short tifle, extent and commencement.{l) This Act may be called the

Securities Act,2014.

(2) It extends to the whole of Pakistan.

(3) This section shall come into force at once and *1g lsm4ining provisions ofthis Act

shall come into force on such date as the Federal Govemment may, by notification in the official

Gazette, appoint and different dates may be appointed for different provisions.

2. Definitions.- ln this Act, unless there is anyhing repugnant in the subject or

context, - (i) "accredited" means accredited in accordance with section 67;

(ii) "associate", in relation to, -
(a) an individual means -

(D that individual's spouse, son, adopted son, step-son,

daughter, adopted daughter, step-daughter, father,

stepfather, mother, stepmother, brother, stepbrother, sister

or stepsister;

(ii) any company ofwhich that individual is a director;

(iii) any company in which that individual or any of the persons

mentioned in sub-clause (i), has control of twenty per cent

or more of the voting power in the company, whether such

control is exercised individually orjointly; and
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(iV)

(V)

(iu) any employee ofthat individual: or

(b) a company, means another company in which the first-
mentioned company has control of not less than twenty per cent
ofthe voting power in that company,

and a reference in this Act to an associated person or associated
company shall be construed accordingly;

(iii) "auditor" means a chartered accountant as defined in clause (b) of sub-
section (l) of section 2 of the Chartered Accountants Ordinance, l96l
(X of l96l), to be appointed from the panel ofauditors approved by the
Commission to perform the functions assigned to auditors under this
Act;

"balloter" means a person who provides services to an issuer for
selecting the required number of applicants of public issue through a

ballot;

"bank" means a bank licenced under section 27 of the Banking
Companies Ordinance, 1962 (LVn of t962), Development Finance
Institutions and microfinance banks regulated by the State Bank of
Pakistan;

(vi) ''central depository" means any company formed to establish and

operate a system tbr the handling of securities. as envisaged in the
Central Depository Act 1997 (XlX of 1997) and licensed under section
49 and may further act as a clearing house subject to approval and

licensing by the Commission under section 24:

(vii) ''clearing facility'' means a facility for the clearing and settlement of
securities traded on a securities market;

(viii) "clearing house" means a company that is licenced by the Commission
as a clearing house under section 24

(ix) "clearing member" means a person who, is admitted as a clearing
member for clearing and settlement on his own behalf as well as on

behalfofothers under the regulations ofa clearing house;

(x) "Commission" means the Securities and Exchange Commission of
Pakistan established under section 3 of the Securities and Exchange
Commission of Pakistan Act, I 997(XLII of I 997);

(xi) "commissioner" means a commissioner as defined in section 2 (h) of
the Securities and Exchange Commission of Pakistan Act. 1997 (XLII
ol I997);

(xii) "company" means a company as defined in clause (7) olsub-section (l)
ofsection 2 of the Companies Ordinance, 1984 (XLVII of 1984);



(xiii) "control" includes the right to appoint majority of directors or to
control management or policy decisions, exercisable by a person
individually or through any person acting in concert, directl)' or
indirectly, rvhether by virtue of his shareholding. management right.
shareholders agreement, voting agreement or otheru'ise;

(xiv) "commodity'" in relation to a futures contract, means

(a) agricultural, Iivestock, fishery. forestry, mining or energy
goods, and any product that is manufach.rred or processed from
any such goods; and

anv other matter as mav be notified bv the Commission in the

officia! Gazette;

(xu) "Court" means the Company Bench of a High Court as provided in
section 7 and 8 ofthe Companies Ordinance. 1984 (XLVII of 1984);

(xvi) "customer" means a person on whose behalfa regulated person carries
on anv regulated securities activity and includes any person commonly
knorvn as an investori

(xvii) "customer assets'' means monev received. receivable or rerained by or
any other propef)- deposited with. a regulated person in the course of
his business for which he is liable to account to his customer. and anv
money or other property accruing therefrom:

(xviii) ''customer mone;-" means money of any currency that, in the course of
carrying on his regulated securities activitv, a regulated person holds or
receives on behalfofa customer or which he owes to a customer;

(xix) "default proceedings" means proceedings or other action taken by a
clearing house. stock exchanges and central depository under its default
regulations;

(xx) "defaulr regulations", means those provisions of the regulations which
provide for the initiation of proceedings or other action if a clearing
member has lailed or appears to be unable or likely to become unable,
to meet his obligations for all unsettled or open market contracts to
which he is a parfy;

(xxi) "depository receipt" means a certificate or other record, whether or not
in the form ofa document, -

(a) which is issued by or on behalf of a person who holds any
shares, debt securities and warrants of a particular issuer; and

(b)



(b) which acknowledges that another person is entitled to rights in
relation to the share, debt securities and warrants or shares. debt
securities and warrants of the same kind:

(xxii) "director'', in relation to a company, includes -
(a; a person occupying in relation to it the position ofa director by'

whatever name called; and

(b) a person in accordance $'ith rvhose directions or instructions
(not being advice given by an expen in a professional capaciry)
the directors olficers or employees of that company are

accustomed to act;

(xxiii) "expert" includes banker, securities advisor, engineer, valuer.
accountant, la*'ver and any other person whose profession gives
authority to a statement made by him;

(xxiv) "family" means a spouse and Iineal ascendants and descendants:

(x-rv) "futures broker" means a person who. by way of business (rvhether as

princ ipal or agent) -
makes or of'fers to make * ith any person or induces or attempts
to induce an) pcrson to enter into or to offer to enter into an)
agreement lor or rvith a vierv to the purchase or sale of a futures
contract; or

solicits or accepts any order for or otherwise dealing in, a
futures contract;

(xrvi) "futures contract" means a contract the effect of which is that -
(a) one party agrees to deliver to the other party specified quantity

ofa specified commodity or securities, at a specified future time
and at a specified price payable at that time, the parties will
discharge their obligations under the contract by seftling the
diflerence between the value of a specified quantiqv of a
specified commodit) or securities agreed at the time of the
making of the contract and at a specified future time, and
includes options on such contracts; and

(b) other contract as notified by the Commission.

(rrvii) "futures exchange" means a public company that is licensed by the
Commission as a lutures exchange:
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(uviii) "holding company" means a holding company as defined in section
of the Companies Ordinance, 1984 (XLVII of 1984);

(xxix) "issuer", in relation to any securities, means a company
corporate established under any law for the time being in
which the securities have been or are to be, issued;

(xxx) ''licenced person" means any person or entity licenced under this Act
and includes a regulated person:

(Lr-\i) "listed company" means a public company, body corporate or other
entity any ofwhose securities are listed on securities exchange;

(xrxii) "listed securities" means securiries listed on the securities exchange;

(xxriii) "listing exchange", in relation to a company, means the securities
exchange on whose securities market the securities of the company are
listed;

(uxiv) "majority shareholder" means shareholder who owns more than fifty
percent ofthe shares or majority ofthe outstanding shares in a compan)
or who, for other reasons, has domination or control of the company or

$oup of shareholders who collectively own more than fift:1" percent of
shares or otherwise have that domination or control:

(xrxv) ''margin" means the amount of cash. approved securities or anv other
form of margin as prescribed;

(xrxvi) "market contract" means-

(a) a contract subject to the regulations of a clearing house entered
into by the clearing house rvith a clearing member under a
novation which is both in accordance with those regulations and
for the purpose of clearing and settlement of transactions using
the clearing facility and subject to the regulations of a clearing
house whether before or after default proceedings have
commencedl or

(b) a transaction which is being cleared or seftled using the clearing
facility and subject to the regulations of a clearing house,
lvhether or not a novation referred to in sub-clause (a) is to take
place;

(xxxvii) "member", in relation to a securities exchange. means a person who
holds membership ofany class or description ofa securities exchange
and is allowed proprietary trading, whether or not he holds any'shares
in the share capital of the securities exchange and includes a trading
right entitlement certificate holder;
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(xxxviii) "money" includes any form of money, whether represented by a

cheque or other payable order or otherwise;

(xrrix) "non-banking finance company" has the meaning given in clause (a)

ofsection 2824 ofthe Companies Ordinance, 1984 (XLVII of 1984);

(xl) "offeror" means any person or entity holding (directly or indirectly)
such number of securities as may be prescribed and offers such
securities for sale to the public or invites any other person to make
subscription for such an offer and includes an issuer:

(xli) "Policy Board" means the Securities and Exchange Policy Board
established under section i2 of the Securities and Exchange
Commission of Pakistan Act, t997 (XLII of 1997);

(xli) "prescribed" means prescribed by' regulations made by the

Commission:

(xliii) "principal", in relation to a representative! means the regulated person

which the representative represents;

(xliv) "private company" means a private company as defined in clause (28)
of sub-section (l) of section 2 of the Companies Ordinance, 1984
(XLVII of I 984):

(xlv) "private offering (non-public otI'ering)'' means an otTer to sell securities
to a group of investors (whether individual or institutional) not more
than the number prescribed and not using the print or electronic media
for inviting offers:

(xlvi) ''private placement" means without a public advertisement for offer to
sell -

(a) the sale of securities by an issuer to such number of
persons and during such period of time as the

Commission may notiry; or
(b) the sale of securities to any qualified institutional

buyers;

(xlvii) "prospectus'' means any document described or issued as a prospectus

and includes any document, notice. circular, material. advertisement.
offer for sale document. publication or other invitation offering to the

public (or any section of the public) or inviting offers from the public
for the subscription or purchase ofany securities ofa company, body
corporate or entiry.-,, other than deposits invited by a bank and certificate
of investments and certificate of deposits issued by non-banking
finance companies;



(xlviii) "public company" means a public company as defined in clause (30) of
sub-section (l) of section 2 of the Companies Ordinance, 1984 (XLVII
of 1984);

(l) "qualified institutional buyer" means -
(a) a bank carrying on the business of banking and declared as a

Scheduled bank under section 37 of the State Bank of Pakistan
Act, 1956 (XXXIII of I9,(6):

a financial institution as defined under clause (l5,A) of sub-
section (t) of section 2 of the Companies Ordinance, 1984
(XLVII ol 1984); or

(c) any other entiry. which is notified by the Commission as a
'qualified institutional buyer' based on the criteria prescribed
under regulations:

"quotation and trade reporting system" means the operation of facilities
that permit the dissemination of price quotations for the purchase and
sale of securities and reports of completed transactions in securities:

"record'' means all documentar). electronic and digiul materials
created, generated. sent, communicated. received or stored. regardless
of phS sical form or characteristics;

(lii) ''regulated market'' means an1.' securities exchange, over-the-countcr
market or other organized securities market or platform that is
regulated, operates regularly and is recognized by the Commission;

(liii) "regulated pegson" means a person or entity Iicenced by the

Commission under Part V of this Act to carry on any regulated
securities activity;

(liv) "regulated securities activity" means a regulated securities activity as

specified in section_63;

"regulations" means regulations made by the Commission under this
Act;

(lvi) ''representative" means an individual. by whatever name called, in the
emplovment of or acting for or by arrangement with, a regulated
person, who carries out for that regulated person any such activity
(other than work ordinarily performed by accountants, clerks or
cashiers), whether or not he is remunerated, and whether his
remuneration, if any, is by way of salary, wages, commission or
otherwise; and includes any officer of a company who performs for the
company any such activily whether or not he is remunerated, and
whether his remuneration, if any, is by way of salary, wages,
commission or otherwise and includes an agent ofa regulated person:

(b)

(lV)



(lvii) "rules" means rules made under this Act;

(lviii) "securities" in the case of listed instruments includes -
(a) shares and stock ofa compan)' (shares);

(b) any instrument creating or acknowledging indebtedness which

(c)

is issued or proposed to be issued by a company including, in
particular, debentures. debenture stock, loan stock, bonds. notes,
commercial paper. sukuk or any other debt securities of a

company. whether constituting a charge on the assets of the
compan) or not (debt securities):

loan stock. bonds. sukuk and other instruments creating or
acknowledging indebtedness by or on behalf of a government.
central bank or public authoritv (Government and public debt
securities);

modoraba certificates. participation term certificates and term
finance certificates:

any right (whether conferred by warrant or otherwise) to
subscribe fbr shares or debt securities (warrants):

an_\'oplion to acquire or dispose ofany other securitl (options);

units in a collective investment scheme, including shares in or
securities ofan investment company or units in or securities ofa
trust fund (whether open-ended or closed end);

(h) the rights under any depository receipt in respect of shares, debt
securities and warrants (custodian receipts); and

(i) any other instrument notified by the Commission to be
securities for the purposes ofthis Act,

but does not include -
(a) futures contracts;

(b) bills of exchange;

(d)
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(c)

(d)

promissory notes: and

certificates of deposit;

(lix) "securities adviser " means a person who. by way of business -



(a) gives investment advice on whether, which, the time at which or
the terms or conditions on which, securities may be bought,
sold. erchaneed or subscribed for:

(b) issues analyses or reports, for the purposes of facilitating the

recipients of the analyses or reports to make decisions on
whether or the time at which or the terms or conditions on
which. specific securities may be bought, sold, exchanged or
subscribed for: or

(c) advises on the management of a portfolio of securities for
another person -

(i) without holding property olthe other person; and

(ii) on terrns that preclude him from doing so.

but does not include -
(a) a licenced securities broker who gives such advice or issues

such analyses or repons wholl"- incidental to the carrying his
business as a securities broker:

(b) a bank: and

(c) a person who gives such advicc or issues such anallscs or
repons -

(i) only in a nervspaper. magazine, book or other
publication r.r'hich is made generally available to the
public, and which does not have as its principal or
only object the provision of advice or the issue of
analyses or reports. conceming securities; or

(ii) onlf in television broadcast or radio broadcast for
reception by the public. whether on subscription or
other$ ise:

(lx) "securities broker" means a person who, by rvay of business -
(a) makes or offers to make with any person or induces or attempts

to induce any person to enter into or to offer to enter into, an)
agreement lor or with a view to buying, selling, exchanging or
subscribing for. securities: or

(b) solicits or accepts any order for or otheru'ise trading in,
securities for clients:

(c) any other person as may be prescribed.



(lxi) "securities exchange'' means a public company that is licenced by the

Commission as a securities exchange under section 5:

(lxii) "securities manager" means a person who manages or offers or agrees to

manage, with or without remuneration, a portfolio of securities
belonging to another person, whether on a discretionary authority
granted by that other person or otherwise:

(lxiii) "securities market" means any market, exchange or place at which or
any service or facility (whether electronic or otherwise) licensed by the

Commission, by' means of which. offers or invitations to sell, purchase

or exchange securities are regularly'made on a centralized basis. being
olfers or invitations that are intended or may reasonably be expected, to

result. directly., or indirectl,v-. in the acceptance or making, resPectively,

ofoffers to sell. purchase or exchange securitiesl

(lxiv) "senior management officer" includes. chief executive officer.
managing director, deputy managing director, chief operating officer,
chiel regulatory officer, companl' secretary. chief intemal auditor and

chief compliance officer or holder of such positions by whatever name

called;

(lxv) "settlement'', in relation to a market contract, includes partial
sett lement:

(kvi) "shelf regisration" means an arangement that allows a single oflering
document allowing listed companies to make multiple otlerings as

disclosed in the offering document within a prescribed time and

subject to prescribed conditions;

(lxvii) "subsidiarl" means a subsidiary as defined in section 3 of the

Companies Ordinance. 1981 (XLVII of 1984);

(lxviii) ''substantial shareholder", in relation to a company, means a person

who has an interest in shares ofa company -
(a) the nominal value of which is equal to or more than ten per cent

ofthe issued share capital of the company; or

(b) which enables the person to exercise or control the exercise of
ten per cent or more of the voting power at a general meeting of
the company;

(lxix) "trading in securities" means (whether as principal or agent) -
(a) making or offering to make with any person, or inducing or

attempting to induce any person to enter into or to offer to enter
into, any agreement for or with a view to the purchase or sale of
a security; or
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(b) soliciting or accepting any order for or otherwise trading in a
securitv;

(lrrrx)'ftrading right entitlement certificate" or "TRE certificate" means a

trading right entitlement certificate as defined in the Stock Exchanges
(Corporatization, Demutualization and Integration) Act, 201 2 0;

(lxxxi) "trading right entitlement Certificate Holder" or "TRE certificate
holder" means a trading right entitlement cenificate holder or as
defined in the Stock Exchanges (Corporatization. Demutualization and
Integration) Act.2012 0; and

(lxxxii) ''underwriter" means a person who -
(a) on a firm commitment basis purchases newly issued securities

or securities offered for sale for the purpose of public resale on
behalf of the issuer or offeror or who guarantees to an issuer or
offeror that the unsold residue ofthe issuer's public issue or sale
will be taken up; or

(b) on a best efforts basis acts as an underwriter lor the issuer.

PART II
SECTJRITIES EXCHANGES

3. Licensing requirement.- (l) No person shall establish or operate or assist in
establishing or operating or hold himself out as operating a securities market except under and
in accordance with a securities exchange licence sranted by the Commission under section 5.

(2) The Commission shall determine the number and places for the establishment
of securities exchanges.

4. Eligibility for licensing.- (l) Subject to sub-section (2), a public company
shall be eligible for licensing as a securities exchange only if-

(a) it has, and maintains at all times. a minimum paid-up capiral (net of
losses) of rupees five hundred million or such higher amounr as may be
notified by the Commission:

not more than such percentage as may be notified by the Commission
ofthe shares ofthe company is held by -

(b)

(D

(ii)

(lii)

(iV)

a single securities broker and any connected company';

a securities exchange and any connected company;

a single futures broker and anv connected company; or

a futures exchange and any connected company:



Provided that the Commission may in the oflcial Gazette notifo
any class or classes of persons to hold such number of shares of the

securities exchange as the Commission deems appropriate;

(c) its promoters. directors. majority' shareholders. senior management
officers lulfill the fit and proper criteria as may be prescribed; and

(d) it satisfies such other conditions as may'be prescribed.

(2) For the purposes ofclause (b) ofsub-section (l), two or more companies are

connected companies if one of them is -
(a) the holding company ofthe other:

(b) a subsidiary ofthe other; or

(c) a subsidiary olthe holding company ofthe other.

5. Grant of licence.- (l) A public company eligible for a licence may apply to
the Commission to be Iicenced as a securities exchange in the specified form and in such

manner as may be prescribed.

(2) The application shall be accompanied by the prescribed fee.

(3) The Commission may require an applicant to provide the Commission rvith
such funher information as it considers necessary in relation to the application, in such form
or verified in such manner as the Commission may direct.

(4) The Commission may, in writing, subject to such conditions or restrictions as

it may think fit to impose, grant licence to a public company as a securities exchange if the

Commission is satisfied that -
(a) the company shall operate a fair, transparent and eflicient securities

market:

(b) the company shall manage any risks associated with its business and

operations prudently;

(c) the compan)' shall enforce compliance by its members and listed
companies with its regu lat ions:

(d) the company's regulations make satisfactory provision for -
(i) a fair, transparent and eflicient market in securities that are

traded through its facilities;

(ii) the proper regulation and supervision of its members and listed
companies:
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(iii) appropriate measures for the protection ofcustomers;

(iv) an equitable distribution of the dues, fees and other charges
levied by the company;

(v) the trading in securities by its officers and employees: and

(ui) any other matters as may be prescribed:

(e) the company has sufficient financial, human and system resources to -
(i) establish and operate a fair. transparent and efficient

securities market:

(ii) meet contingencies or disasters (including events such as

technical complications occuning with automated
systems); and

(iii) provideadequatesecuritvarrangements:

(0 the arrangements of the company with respect to the appointment
removal from office. and t'unctions of the persons responsible for
making or enforcing the exchange regulations, shall be such as to
secure a proper balance -

(i) bet\r'een the interests of the members of the company;

(ii) beflveen the interests ofthe company or its members and

the public interest:

Provided that the anangements shall not be regarded as

satisrying these requirements unless the persons responsible for such

matters include a number of persons independent of the company, its
members and other regulated persons sufficient to ensure the balance
referred to in sub-clause (ii); and

(g) it would not be contrary to the public interest to licence the compan)'.

(5) Subject to the provisions of this Act, a securities exchange licence shall be

granted subject to such annual renewal fee as may be prescribed.

6. Duties of securities exchange.- (l) tt shall be the duty of a securities
exchange to ensure -

(a) a fair, transparent and efficient market in securities that are traded on its
securities market; and

(b) that risks associated with its business and operations are managed
prudently.
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(2) In discharging its dutl under sub-section (l), a securities exchange shall-

(a) act in the public interest: and

(b) ensure that the interest of investor, customer and public at large
prevails rvhere it conflicts rvith the interest of the securities exchange.
its members. shareholders. board of directors and management.

(3) A securities exchange shall operate its facilities in accordance with the
regulations made under section 7 and approved under section 8.

(4) A securities erchange shall regulate the operations, standards of practice and

business conduct of its members and their representatives and other employees in accordance
with the regulations, policies. procedures and practices olthe securities exchange.

(5) A securities exchange shall regulate the operalions. standards of practice and

business conduct of its listed companies and their officers in accordance with the regulations.
policies, procedures and practices ofthe securities exchange.

(6) A securities exchange shall preserve confidentiality with regard to all
information in its possession conceming its members and their customers, except that such
information may be disclosed b1 the securities exchange as and when required in writing to
do so by the Commission or b-v a clearing house under its regulations or required under any
larv lor the time beine in fbrce. or it is ordered to do so b1,the Court.

(7) A securiries exchange shall have etlicient procedures and arrangements lor
addressing customer's complaints.

(8) A securities exchange shall immediately notif)' the Commission if it becomes
aware -

(a) ofa financial irregulariry or other mafter which in the opinion of the
securities exchange may indicate that its financial integrity is in
question or that it is unable to meet its legal oblieations:

(b) that any of its members is unable to comply with any regulation of the
securities exchange or any financial resources regulation; or

(c) of a financial irregularity or other mafter which in the opinion of the

securities exchange may indicate that the financial or integritv of a

member is in question or that a member may not be able to meet his
legal obligat ions.

(9) A securities exchange shall immediately noliR, the Commission of any action
taken against a member or listed company.

(10) A securities exchange shall at alltimes provide and maintain -
(a) adequate and properly equipped premises;

(b)   compctcnt pcrsonncli
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automated systems with adequate capacity, facilities to meet
contingencies or emergencies, physical, virtual and logical
security arrangements and technical support;

(d) comprehensive business continuity plan,

for the conduct of its business.

( I l) A securities exchange shall ensure that appointment of its senior management
officers is made with the prior approval of the Commission.

7. Regulations of securities exchange.- ( 1) Without limiting the generality of
sub-section (4) ofsection 5, the regulations ofa securities exchange. subject to the approval of
the Commission. ma_r make pror ision -

(a) with respect to the constitution, powers and functions of the goveming
body ofthe securities exchange and mafters relating to disciplining ofthe
directors. olficers and functionaries of the securities exchange;

(b) with respect to the appointment ofdirectors and the proper representation
of non-members, issuers and customers on that goveming body and fit
and proper criteria for its directors and senior management oflicers;

(c) with respect to disclosure of conflict of interest by directors and

employees of the securities exchanges:

(d) with respect to the qualifications for membership:

(e) with respect to securities broker's financial responsib i lir.v- whether by'

way of minimum capital or a ratio between net capital or aggregate
indebtedness, or both:

with respect to classification of securities brokers into different
categories and conditions attached thereto;

with respect to listing and delisting of securities;

with respect to the appointment and functioning of intemal auditors;

expulsion, suspension or disciplining of members for conduct
inconsistent with just and equitable principles in connection with trading
in securities or for a contravention of the regulations of the securities
exchange:

with respect and to liquidation of the assets of securities brokers
deposited or in control of the securities exchange to fulfill customer
claims arising therefrom;

(C)

(0

(g)

(h)
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(k) with respect to the terms and conditions under which securities may be

traded:

(l) with respect to operational, information system and regulatory audit ol
members and securities exchange;

(m) \rith respect to the mechanism for investigation, inspection and
provisions relating to audit and compliance ofsecurities brokers:

(n) with respect to proprietar-r' trading b1'members;

(o) effective surveillance and monitoring to detect and prevent lnsider
trading and market abuse practices:

(p) s,ith respect to rhe class or classes of securities that may be traded b1'

members and the terms and conditions governing trading in securities by
members:

(q) rvith respect to fair and properll supervised trading practices;

(r) with respect to the prohibition of trading in securities b1' securities
brokers or their representatives. either directly or indirectly, for their own
accounts or accounts ofassociated persons. e\cept in accordance with the
regulations of the securities exchange:

(, with respect to measures to prevenl manipulation. market rigging and

artificial markets in its securities market:

(t) for preventing the excessive use of credit bl way of initial or
maintenance margin in respect of the purchase or carry'ing of any
securities:

(u) with respect to extension of credit, lending and borrowing of securities
and pledging ofcustomer's securities by securities brokers:

(v) for effective know vour customer and customer due diligence policies
and procedures and other matters ancillary to anti-money laundering:

(*) the recording and publishing of details oftrading;

(x) the financial integrity of members of the securities exchange. such as to
provide reasonable assurance that all obligations arising out of the

trading in securities on the securities market of that securities exchange
will be met;

(y) with respect to the fee and charges payable for facilities and services
provided by the securities exchange;

(z) with respect to brokerage and other charges by securities brokers:
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(aa) with respect to the equitable allocation of the dues, fees and other
charges levied by the securities exchange;

(bb) with respect to settlement of claims and dispute resolution between any
of its securities brokers, or between securities brokers and their
customers. or between securities brokers and their accredited
representatives or befween accredited representative(s) of securities
brokers and their customers, in relation to any market contract of the
securities exchange;

(cc) where a member appears to be unable or likely to become unable, to
meet his obligations in respect of one or more market contracts, to enable
action to be taken to close out his position in relation to all unsettled
market contracts to lvhich he is a party; and

(dd) generally for the carrying on the business ofthe securities exchange with
due regard to the interests and protection of the investing public.

(2) The regulations ofa securities exchange shall apply to:

(a) the securities exchange, hs employees and its direcrors and the securities
exchange shall be responsible to ensure their compliance with such
regulations;

(b) securities brokers. their representatives and orher employees;, and the
securities broker shall be responsible to ensure their compliance with
such regulations;

(3) The Commission may, by notice in writing served on a securities exchange,
require it -

(a) to make regulations specified in the notice within the period specified;
or

(b) to amend regulations referred to in the notice in the manner and within
the period specified in the notice.

(4) Where the Commission is satisfied that a securities exchange has not complied
with a requirement referred to in sub-section (3) within the period specified in the notice, the
Commission may make or amend the regulations specified in the notice instead of the
securities exchange and the regulations so made or amended shall be deemed to have been
made or amended by the securities exchange and shall have effect accordingly.

8. Approval of regulations or amendments to regulations of securities
exchange.- (l) No regulation of a securities exchange or any amendment (whether by way of
rescission, substitution, alteration or addition) to a regulation shall have effect unless it has the
approval in writing oIthe Commission.
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(2) A securities exchange shall submit or cause to be submitted to the Commission
for its approval the regulations and every amendment thereto that require approval under sub-
section (l), together with explanations oftheir purpose and likely effect, including their effect
on the investing public, in sufficient detail to enable the Commission to decide whether to
approve them or reluse to approve them.

(3) The Commission shall, by norice in writing served on the securities exchange.
give its approval or ref'use to give its approval to the regulations or amendment of the
regulations (as the case may be) or an.,', pan thereof.

(4) The Commission may give irs approval under sub-section (3) subject to
requirements that shall be satisfied before the regulations or amendment of the regulations or
any part thereof take effect.

(5) Subject to the approval of rhe Commission under sub-section (3) all regulations
or amendments to the regulations made b1.'the securities exchange shall be notified in thc
official Cazette and shall take effect upon such publication or such date as mav be specified in
the notification.

9. Statutor_v obligation of members to compl]' with regulations of securitics
exchange.- Members of a securities exchange shall comply with the regulations ol- that
exchange.

10. Securities exchange to assist the Commission.- A securities exchange shall
provide such assistance to the Commission as the Commission may require for the
performance of the functions and duties of the Commission. including the lumishing of such
renims and the provision of such books and other information relating to the business of the
securities exchange or in respect of trading in securities or an)' other information as the
Commission may require lrom time to time for the proper administration of this Act.

11. Review of disciplinary action taken by securities exchange.- (l) Where a

securities exchange reprimands, impose penalty, suspends, expels or otherwise takes
disciplinary action against a member of the securities exchange in accordance with its
regulations, the securities exchange shall immediately inform the Commission in writing ol
the name ofthe member, the reason for and nature ofthe action taken, the amount ofany sum
impose by way ofpenalty and the period ofany suspension.

(2) The securities exchange shall grant an opportunity of being heard to its
member before it impose a penalty, reprimands, suspends. expels or otherwise takes
disciplinary action against the member.

Provided that where the securities exchange is satisfied that delay in the suspension of
its member shall be detrimental to the interest of investors or the public in general. the
securities exchange may, after recording reasons in writing- immediately suspend its member
till the time an opportunity of hearing is provided to the member and a final decision is taken
within a period of not more than thirty da.,-s.

(3) The Commission may, on its own motion or on application by an aggrieved
person, review any disciplinary action taken by a securities exchange under sub-section (l)
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and may affirm, modi$ or set aside the decision of the securities exchange after giving the
member and the securities exchange an opportunitv ofbeing heard.

(4) Nothing in this section shall preclude the Commission, in any case where a

securities exchange fails to act against a member, from suspending, expelling or otherwise
disciplining a member of the securities exchange, but before doing so the Commission shall
give the member and the securities erchange an opportunity to be heard:

Provided that where rhe Commission is satisfied that delay in the suspension ofany
member shall be detrimental to the interest of investors or the public in general, the

Commission may, after recording reasons in rvriting, immediatell' suspend any securities
broker of the s€curities exchange till the time an opponunity' of hearing is provided to the
securities broker and a final decision is taken within a period ofnot more than thirt) days.

(5) An1 action taken bi a securities exchange under sub-section (l) shall be

*ithout prejudice to the pouer of the Commission to take such further action as it deems fit
with regard to the member or his liccnce.

12, Power of the Commission to issue directions to securities exchange.- (l)
The Commission may. if it considers it necessary or expedient -

(a) for ensuring fair. transparent and efficient securities markets or for
ensuring fair, transparent and efficient clearing and settlement of
securities transactions:

tbr ensuring the inregritl'of. and proper management olsystemic risks in.
securities markets:

for ensuring a t-air and proper governance struclure of the securities
exchange: or

in the interest of the public or tbr the protection of customers. issue

directions to a securities exchange by notice in writing either of a general

or specific nature.

(2) Without prejudice to the generalit) of sub-section (l), any direction issued

under that subsection mav relate to -
(a) the trading or the termination oftrading on or through the facilities of

that securities exchange:

anl securities Iisted or quoted on that securities exchangel

the manner in which securities exchange carries on its business,;

removing or suspending the directors or officers of the securities
exchange from office or suspending securities brokers of the securities
exchange; and

(b)

(d)

(b)

(d)
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(e) any other matter that the Commission considers necessary for the
effective administration of this Act or the rules or regulations made
under the Act,

and the securities exchange shall comply with any such direction.

f 3. Emergencv powers of the Commission.- ( l) Where the Commission has

reason to believe or decides on the recommendation of the securities exchange, that an

emergency exists or rvhere the Commission considers it necessary or expedient in the interest
of the public or section ol the public or for rhe protection of customers, the Commission may
direct by notice in writing a securities exchange to take such action as it considers necessary
to-

(a) maintain or restore iair, transparent and eflcient trading in securities or any
c lass o f securities: or

(b) liquidate any position in respect of any securities or any class of securities.
including but not limited to -
(i) terminating trading on a securities market:
(ii) suspending trading on a securities market;
(iii) confining trading to liquidation ofsecurities positionsr
(iv) ordering the liquidation of all positions or part thereofor the reduction

in such positions:
(v) limiting trading to a specific price range:
(vi) rnodilling trading da.v-s or hours:
(vii) requiring an) person to act in a specified manner in relation to trading

in securities or an\ class ofsecuriries; and
(viii) modifying or suspending any of the regulations of a securities

exchange-

and the securities exchange shall comply with that direction.

(2) Where the Commission suspends trading on a securities market under sub-
clause (ii) ofclause (b) ofsub-section (l) the suspension shall be for a period not exceeding
three months, provided that the Commission may, if it considers it necessary, extend the
suspension for one further period not exceeding 3 months at the expiry of which the

Commission shall either notiry the securities exchange in writing that the suspension has

expired or proceed to cancel the securities exchange licence or pass such orders as it deems

appropriate.

(3) Where a securities exchange fails to comply with a direction of the

Commission under sub-section (l), within such time as is specified b,v- the Commission, the

Commission may take all necessary actions as it deem appropriate.

(4) In this section, "emergency" means -
(a) an act ofgovemment aflecting securities;
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(b) any major market disturbance rvhich prevents the market from
accurately reflecting the forces of supply and demand for such
securities: or

(c) any other situation or practice which in the opinion of the Commission
constitutes an emergency.

11. Suspension or cancellation of securities exchange licence. - ( I ) The
Commission may, by notice in writing served on the securities exchange,-

(i) suspend the license granted under this Act with effect from the date

specified in the notice for such period as may be specified in the notice; or
(ii) cancel a securities exchange licence granted under this Act \'!'ith effect from

the date specified in the notice: or
(iii) supersede the governing bod.,- or other authorit;' of the securities erchange;

or
(iv) suspend or remove the director. officer, or a member from his office or

securities exchanges.

if the securities exchange -
(a) ceases to comply with the eligibility conditions specified in section

.1:

(b) ceases to operate a securities market that it has been licenced to

under section 5:

(c) is being rvound up:

(d) fails to comply'rvith any requirement of this Act;

(e) fails to comply with a direction of the Commission;

(0 fails to provide the Commission with information required by the

Commission or provides false or misleading information;

(g) is operating in a manner detrimental to the public interest; or

(h) requests the Commission to do so.

(2) For the purposes ofclause (b) ofsub-section (l) a securities exchange shall be

deemed to have ceased to operate its securities market if-

(a) it has ceased to operate its securities market for more than thirty days
unless it has obtained the prior written approval of the Commission to
do so: or

(b) it has ceased to operate such securities market under a direction issued

by the Commission under section l2 or 13.
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(3) The Commission may by the notice served under sub-section (l) permit the

securities exchange to continue, on or after the date on which the suspension or cancellation is

to take effect, to carr,v on such activities affected by the suspension or cancellation as the

Commission may specify in the notice for the purpose of -
(a) closing down the operations ofthe securities exchange;
(b) protecting the public interest.

(4) Except rvhere responding to a request under clause (h) of sub-section (l), the

Commission shall not take action under sub-section (l) without first giving the securities
exchange an opportunity ofbeing heard.

(5) Where the Commission suspends or cancels the licence of a securities
exchange under this section. it shall cause notice of that fact to be published.

(6) Any notice of suspension under sub-section ( l) may direct that the lunctions of
the governing body of the securities exchange shall be performed during the period of
suspension by such person as may be specified in the notice.

15. Effect of cancellation of licence. - A cancellation of licence referred to in
section l4 shall not operate so as to -

(a) avoid or alfect any agreement. transaction or arrangement entered into
on the securities market operated by the securities exchange lvhere the
agreement. transaction or arrangement was entered into before the

cancellation of the licence:

(b) affect any right, obligation or liabiliS" arising under such agreement.
transaction or arrangement.

16. Accounts and audit.- (l) A securities exchange shall keep proper books of
accounts and records of its profit and loss, assets and liabilities and all other transactions of
the securities exchange.

(2) The securities exchange shall send audited financial statements along with
auditor's report ofthe securities exchange lor the financial year, including such other items as

may be prescribed. within three month after the end of each financial year or such later time
as allowed by the Commission.

(3) The Commission may, where it deems appropriate, also require operational and

regulatory audit to be conducted by an independent auditor in a prescribed manner.

(4) The auditors report shall be in the manner as prescribed from time to time.

(5) The auditors shall have a right of access at all reasonable times to the books,
accounts, vouchers and other records of the securities erchange and are entitled to require
from officers of the securities exchange such information and explanations as they consider
necessary for the performance of their duties as auditor.
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(6) The accounting and other records required to be reported under this section
shall be preserved by the securities exchange for a period of ten years or such longer period as
notified by the Commission, from the date on which report has been sent to the Commission.

17. Power of the Commission to appoint auditor.{l) Where the Commission
is satisfied that it is in the public interest to do so, it may appoint in writing a special auditor
(at the expense of the securities erchange) to examine. audit, and report, either generally or in
relation to any matter, on the books, accounts and records ofa securities exchange.

(2) The Commission ma,v-' appoint special auditors to fumish the Commission wirh
a regulation compliance audit repon in the form and manner prescribed.

18. Annual report.- (l) A securities exchange shall, within lour months after the
end of its financial year or such later time as allowed by the Commission, give to the
Commission an annual repon that includes -

(a) a description of rhe activities undertaken by the securities exchange in
rhe financ ial year;

(b) the resources (including financial, technological and human resources)
that the securities exchange had available, and used. in order to ensure
compliance u,ith its obligations and, in parricular, its obligation to
ensure that the securities market of the securities exchange operates in a
fair. transparent and efficient manner:

(c) an analysis of the extent to which the securities exchange considers that
the activities undenaken. and resources used. have resulted in full
compliance with all of its obligations under this Act. rules and
regulations made under the Act: and

(d) an independent regulation compliance report from the auditor certifying
regulatorl compliance of the securities exchange during the financial
year

(2) The securities exchange shall ensure that the annual report is accompanied by
such other information and statements as may be prescribed.

(3) The annual report shall be accompanied by an audit report.

19. Listing ofsecurities.- (l) A company that wishes to have its securities listed
on a securities exchange shall submit an application in the required form to the securities
exchange, with a copy of the application to the Commission.

(2) Upon receipt ofan application under sub-section (l), the securities exchange
may, if it is satisfied after making such inquiry as it may consider necessary rhat the applicanr
fulfils the conditions prescribed in this behall list the securities for trading on the securities
exchange.
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(3) Where a securities e.rchange refuses to list a company's securities, the

Commission may, either on petition by the applicant made within the prescribed time or on its
own motion, direct the securities exchange to list the securities.

(4) Where, after the listing of securities, the Commission or securities exchange

finds that the application is deficient in any material respecl or that the company has failed to
comply with any prescribed condition or requirement and that the continued listing of the

securities would not be in the public interest. the Commission or the securities exchange may.
by order, either require the compan) to correct the deficiency or comply with the prescribed

condition or requirement rvithin the time specified in the order or revoke the listing.

(5) A compan)'s listed securities mal be delisted on application by the company
to the securities exchange which ma1 den; the application or grant it on such conditions as

appear necessary or appropriate for the protection ofcustomers.

(6) Where a securities erchange retuses to delist a

Commission ma)", on petition b1 the compan;" made within the
securities exchange to delist the securit).

compan,!-'s securities. the
specified time. direct the

(7) The Commission or a securities exchange may, if it considers it to be in the
interests olan orderly market or in the public interest so to do. by order recording the reasons.

suspend for a period not exceeding sixtl days the trading of any listed securities and may,
from time to time. lor slated reasons and in the said manner ertend the suspension lor such

iurther periods as it deem appropriate.

(8) No application tbr the listing ofsecurities shall be retused. and no listing shall be

revoked. without first giving the relevant compan) an opportunit,,' to be heard.

20. Compulsolv listing.- '*'here the Commission. having regard to the nature of.
and the dealings in, a company-'s securities, is of the opinion that it is necessary or expedient
in the public interest so to do, it may'. after consulting a securities exchange and giving the

company an opportunity of being heard. direct the securities exchange to list the compan)'s
securities.

PART III
CLEARING.HOUSIS

Interpretation.- ( I ) In this Pan -
(a) ''dethulter" means a clearing member who is the subject of any default

proceedings: and

(b) "market charge" means a charge. whether fixed or floating, granted in
favour ofa clearing house -
(i) over an)' property which is held by or deposited with the

c learing house: and

21.
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(ii) for the purpose of securing liabilities arising directly in
connection with the clearing house ensuring the settlement of a

market contract; and

(c) ''market collateral" includes cash or an,"" other prescribed form of
collateral which is held by or deposited with a clearing house for the

purpose ofsecuring liabilities arising directly in connection *ith the

clearing house ensuring the settlement of a market contract.

(2) Where a charge is granted partly for the purpose specified in the definition of
"market charge" in sub-section (l) and partly for other purposes, the charge is in this Pan a
market charge in so far as it has effect for that specified purpose.

(3) Where any collateral is granted panly for the purpose specified in the

definition of"market collateral" in sub-section (l) and partly for other purposes. the collateral
is in this Pan market collateral in so far it has been provided lor that specified purpose.

(4) References in this Part to the law on insolvency include references to the

relevant provision made by or under -
(a) the Companies Ordinance. 1984 (XLVII of 198,1): and

(b) any other enactment rvhich is concerned with or in any way related to
the insolvencl of a person.

(5) Ret'erences in this Pan to settlement in rclation to a market contract are to the

discharge of the rights and liabilities of the parties to the conlract. whether b1.' perfbrmance.
compromise or othenvise.

22. Licensing requirement.- (l) No person shall establish or operate or assist in

establishing or operating or hold himself out as operating a clearing facility except under and

in accordance with a clearing house Iicence granted by the Commission under section 24.

(2) The Commission shall determine the number and places for the establishment
of clearing houses.

23. Eligibility for licensing.- (l) Subject to sub-section (2), a public compan)'
shall be eligible for licensing as a clearing house if-

(a) it has, and maintains at all times, a minimum paid-up capital (net of
losses) rupees five hundred million or such higher amount as may be

notified b) the Commission:

(b) such other percentage as may be notified by the Commission of the

shares ofthe company are held by -
(i) a single securities broker and any connected companyi
(ii) a securities exchange and any connected person;
(iii) a single futures broker and any connected person; or
(iv) a futures exchange and any connected company;
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provided that the Commission may in the official Gazette notify
any class or classes of person to hold such number of shares of the

clearing house as the Commission deems appropriate:

(c) its promoters, directors, senior management officers fulfill they'l
and proper criteria as may be prescribed; and

(d) it satisfies such other conditions as may be prescribed.

(2) For the purposes ofclause (b) of sub-section (l), two or more companies are

connected companies if one of them is -
(a) the holding company ofthe other:

(b) a subsidiary ofthe other; or

(c) a subsidiary ofthe holding company ofthe other.

24. Grant of licence.- (l) A public company eligible for a licence may apply to
the Commission to be licenced as a clearing house in the specified form and in such manner
as may be prescribed.

(2) The application shall be accompanied by the prescribed fee.

(3) The Commission may require an applicant to provide the Commission with
such further information as it considers necessar)- in relation to the application. in such lorm
or verified in such manner as rhe Commission ma1 direct.

(4) The Commission ma1. in writing. subject to such conditions or restrictions as it
may think fit to impose, licence a public company as a clearing house if the Commission is

satisfied that -
(a) the company will ensure that, as far as is reasonably practical, there are

fair, transparent and efficient clearing arrangements for transactions in
securities;

(b) the company will manage any risks associated with its business and

operations prudently;

(c) the company will enforce compliance by its clearing members with its
regulations;

(d) the company's regulations make satisfactory provision lor -
(i) the proper regulation and efficient operltion of the clearing

facility which it operates:

(iD the proper regulation and supervision of its clearing members;
and
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(iii) equitable allocation of reasonable dues, fees. and other charges
among its clearing members and other persons using its facilities:
and

(iv) any other matters as may be specified by the Commission from
time to time;

(e) the compan) has sufficient financial, human and system resources to -
(i) establish and operate a fair. transparent and efficient clearing

fac iliry;

(ii) meet contingencies or disasters (including evenls such as

technical complications occurring with automated systems):
and

(iii) provide adequate security arrangements: and

(iv) an]- other matters as may be specified by the Commission and

(l) it would not be contrary to the public interest to licence the companl'.

(5) Subject to the provisions of this Act. a clearing house licence shall be granted
subject to such annual renewal fee as ma,v be prescribed.

25. Duties of clearing house.- (l) lt shall be the duty ola clearing house to
ensure -

(a) fair. transparent and elficient clearing and settlement arrangements lor
an) Iransactions in securities cleared or senled through its facilities: and

(b) that risks associated with its business and operations are managed
prudentll.

(2) In discharging its duty under sub-section (l), a clearing house shall act in the
interest ofthe public, having particular regard to the interest ofcustomers.

(3) A clearing house shall operate its facilities in accordance with the regulations
made under section 26 and approved under section 27.

(4) A clearing house shall formulate and implement appropriate procedures for
ensuring that its clearing members comply with its regulations.

(5) A clearing house shall preserve confidentiality with regard to all information in

its possession conceming its clearing members and their customers, except that such
information may be disclosed by the clearing house as and when required in writing to do so

by the Commission or by the securities exchange under its regulations or required under other
law for the time being in force or if it is ordered to do so by the Court.

(6) A clearing house shall have efficient procedures and arrangements for
addressing customer's compleints.
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(7) A clearing house shall immediately notiry the Commission if it becomes
aware-

(a) ol a financial inegularit_v or other matter which in the opinion of the

securities erchange may indicate that its financial integrity is in
question or that it is unable to meet its legal obligations:

(b) that an) of its clearing members is unable to compl) w ith an)
regulation of the clearing house:

(c) ofa financial irregulariry or other matter which in the opinion of the

clearins house may indicate that the financial standing or integritl ola
clearing member is in question or that a clearing member may not be

able to meet its legal obligarions.

(8) A clearing house shall immediately notify the Commission of any action taken
by it against a clearing member.

(9) A clearing house shall at alltimes provide and maintain -
(a) adequate and properlv equipped premises:

(b) competent person nel:

(c) automated s.\stems with adequate capacitl. facilities to meet
continsencies or emergencies. phlsical. virtual and logical securitl
arrangements and technical support: and

(d) comprehensive business continuitl plan.

for the conduct ol its business.

(10) A clearing house shall ensure that appointment of its senior management
officers is made with the prior approval of the Comm ission.

26. Regulations of clearing house.- (l) Without limiting the generality of clause
(d) of sub-section (4) of section 24 , the regulations ol a clearing house. subject to the

approval of the Commission, may make provision -
(a) for the registration of or transfer of securities:

(b) for the senlement oftransactions involving securities:

(c) lor euaranteeing to its clearing members the performance of market
contracts:

(d) for sening up a scttlement guarantee tund;
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(e) with respect to the constitution, powers and functions ol the governing
body of the clearing house and fit and proper criteria for its directors and

senior management offi cers:

(l) with respect to the eligibility and admittance of clearing members:

(g) with respect to operational. information s;-stem and regulatory audit of
the clearing house and its clearing members:

(h) with respect to the manner of establishment. maintaining and operating
clearing accounts with the clearing house:

(i) rvith respecr to the establishment and operations of clearing and

settlement s)stem:

0) with respect to the development of risk management s)stem and mafters
connecled therewith:

(k) with respect to the establishmenl maintenance and contributions to the

clearing and settlement fund and investments thereon:

(l) with respect to the mechanism and procedure for satisfaction of loss or
liability in the clearing settlement slstem;

(m) with respect to the mechanism tbr rnvestigation- inspection and
provisions relating to audit and compliance of clearing member:

(n) rvith respect to the statements to be sent by the clearing house to its

clearing members;

(o) with respect to regulating access to the computer settlement system ofthe
clearing house and the limits of such access;

(p) with respect to the fee and charges payable for facilities and services
provided by a clearing house;

(q) with respect to the dispute resolution between clearing members,
complaint handling. disciplinary action. hearing and appeal procedure:

(0 \4'ith respect to the deliver.'" ofsecurities for settlement through the central

depositoryt

(s) for the expulsion. suspension or disciplining ofclearing members lbr any
contravention ofthe regulations of the clearing house:

(0 with respect to acting as central counter party; and

(u) generally for the carrying on the business ofthe clearing house.
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(2) In addition to the requirements ofsub-section (l), the regulations ofa clearing
house shall also include default provisions, to the satisfaction ofthe Commission, for carrying
out of proceedings or other action if a clearing member has failed or appears to be unable or
likely to become unable, to meet his obligations for all unseftled or open market contracts to
which he is a party.

(3) Where a clearing house undertakes default proceedings, all subsequent action
for settlement of market contracts to which the defaulter is a partl' are to be treated as taken
under the default regulations.

(4) The regulations of a clearing house shall apply to the employees and
representative of its clearing members, and the clearing member shall be responsible to ensure
their compliance with such regulations.

It-
The Commission ma;--. by notice in writing served on a clearing house. require

(a) to make regulations specified in the notice within the period specified:
or

(b) to amend regulations referred to in the notice in the manner and
rvithin the period specified in rhe notice.

(6) Where the Commission is satisfied that a clearing house has not complied rvith
a requirement refened to in sub-section (5) within the period specified in the notice. the
Commission mav make or amend the regulations specified in the notice instead of the clearing
house and the regulations so made or amended shall be deemed to have been made or
amended by the clearing house and shall have effect accordingll-.

27. Approval of regulations or amendments to regulations of clearing
house.- (l) No regulation of a clearing house or any amendment (whether by way of
rescission, substitution, alteration or addition) thereto shall have effect unless it has the
approval in writing of the Commission.

(2) A clearing house shall submit or cause to be submitted to the Commission for
its approval the regulations and every amendment thereto that require approval under sub-
section (l), together with explanations oftheir purpose and likel;- effecl including their elfect
on customers, in sufficient deail to enable the Commission to decide whether to approve
them or refuse to approve them.

(3) The Commission shall, by notice in writing served on the clearing house. give
its approval or refuse to give its approval to the regulalions or amendment of the regulations
(as the case may be) or an.v part thereof.

(4) The Commission may give its approval under sub-section (3) subject to
requirements that shall be satisfied before the regulations or amendment of the regulations or
any part thereof take effect.

(5) Subject to the approval of the Commission under sub-section (3) all
regulations or amendments to the regulations made by the clearing house shall be notified in

(5)
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the official Cazette and shall take effect upon such publication or such date as may be
specified in the notification.

28. Statutory obligation of clearing members to comply with regulations of
clearing house.- Members of a clearing house shall comply with the regulations of that
clearing house.

29. Clearing house to assist the Commission.- A clearing house shall provide
such assistance to the Commission as the Commission may require for the performance of the
functions and duties of the Commission, including the furnishing of such retums and the
provision of such books and other information relating to the business of the clearing house or
in respect of any trading in securities, any clearing arrangements for securities or any other
information as the Commission may. require from time to time for the proper administration of
this Act.

30. Review of disciplinar.v action taken by clearing house.- ( I ) Where a

clearing house reprimands. penalizes. suspends. expels or otherwise takes disciplinary action
against a clearing member in accordance with it regulations, the clearing house shall
immediately inform the Commission in writing of the name of the clearing member, the
reason for and nature of the action taken, the amount of any sum imposed by way of penalt.v-

and the period ofany suspension.

(2) The clearing house shall grant an opportunity of being heard to its clearing
member before it impose penalty, reprimands, suspends, expels or otherwise takes
disciplinary action against the member.

Provided that \yhere the clearing house is satisfied that delay- in the suspension of its
member shall be detrimental to the interest ol investors or the public in general. the clearing
house mar'. after recording reasons in rvriting. immediately suspend its member till the time
an opportunity of hearing is provided to the member and a final decision is taken within a
period ofnot more than thin) da)s.

(3) The Commission may. on its own motion or on application by an aggrieved
person revierv any disciplinary action taken by a clearing house under
sub-section (l) and may affirm, modifo or set aside the decision of the clearing house after
giving the clearing member and the clearing house an opportunity ofbeing heard.

(4) Nothing in this section shall preclude the Commission, in any case where a
clearing house fails to act against a clearing member, from suspending. expelling or otherwise
disciplining a clearing member, but before doing so the Commission shall give the clearing
member and the clearing house an opportunity to be heard.

(5) Any action taken by a clearing house under sub-section (l) shall be without
prejudice to the power of the Commission to take such further action as it deems fit with
regard to the clearing member or its Iicence.

31. Power of the Commission to issue directions to clearing house.- (l) The
Commission may, if it considers it necessary or expedient -
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(a) for ensuring fair, transparent and efficient clearing and senlemenr of
transactions in securities:

(b) for ensuring the integrity of. and proper management of,systemic risks
in securities markets: or

(c) in the interesrs of the public or a secrion of the public or for the
protection of customers.

issue directions by notice in writing either of a generai or specific nature to a
clearing house.

(2) Without prejudice to the generalir). of sub-section (l), any direction issued
under that sub-section ma)'relate to -

(a) the clearing and settlement of market contracts and the making of
adjustments of contracrual obligations arising out of those securities
contracts:

(b) the manner in rvhich a clearing house canies on its business;

(c) removing or suspending the directors or officers ofthe clearing house
from office or suspending clearing members ofthe clearing house: and

(d) any other matter that the Commission considers necessary lor the
proper administration ol this Act or the rules and regulations made
hereunder.

and the clearing house shallcomply with an1'such direction.

32. Emergency powers of the Commission.- (l) Where the Commission has
reason to believe or decides on the recommendation of clearing house, that an emergency
exists or where the Commission considers it necessary or expedient in the interest of the
public or section of the public or for the protection of customers or where the Commission
takes action under section 13, the Commission may direct by notice in writing a clearing
house to take such action as it considers necessary including but not limited to -

(a) altering conditions of delivery:

(b) fixing the settlement price at which securities are to be liquidated:

(c) requ iring addirional deposits:

(d) requiring margins or additional margins for any securities: and

(e) modif;"ing or suspending any ofthe regulations ofthe clearing house,

and the clearing house shall comply rvith that direction.

(2) Where a clearing house fails to comply with a direction of the Commission
under sub-section (l), within such time as is specified by the Commission, the Commission
may take all necessary actions as it deem appropriate.
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In this section, the expression "emergency" means -
(a) any act ofgovemment affecting securities:

(b) any major market disturbance rvhich prevents the market from
accurately reflecting the forces ofsuppll'and demand for securities: or

an) other situation or practice lvhich in the opinion ofthe Commission
constitutes an emergencv.

33. Suspension or cancellatiou ofclearing house licence.- (l) The Commission
may by notice in writing served on the clearing house suspend for such period as ma1., be
specified in the notice or cancel a clearing house licence granted under this Act with effecr
from the date specilied in the not.ice if the clearine house -

(a) ceases to comply with the eligibility conditions specified ln secrion 23:

(b) ceases to operare the clearing facility thar it has been licenced to
operate under section 24:

is being wound up:

lails to compll *'ith anr requirernenr of this Act:

tails to complr. with a direction of the Commission:

fails to provide the Commission with information required by the
Cornmission or provides false or misleading information:

(3)

(c)

(d)

(e)

(t)

(g) is operating in a manner detrimental to the public interest: or

(h) requests the Commission to do so.

(2) For the purposes of clause (b) of sub-section (l) a clearing house shall be
deemed to have ceased to operate as a clearing house if-

(a) it has ceased to operate its clearing house faciliry for more than 30 days
unless it has obtained the prior approval of the Commission to do so: or

(b) it has ceased to operate such clearing lacility under a direction issued
by the Commission under section i I or 32.

(3) The Commission may by the notice served under sub-section (l) permit the
clearing house to continue, on or after the date on which the cancellation is to take effect, to
carry on such activities affected by the cancellation as the Commission may specify in the
notice for the purpose of-

(a) closing down the operations of the clearing house; and



(b) protecting the public interest.

(4) Except where responding to a request under clause (l) of sub-section (l), the
Commission shall not cancel a clearing house licence without first giving the clearing house

an opportunity of being heard.

(5) Where the Commission suspends or cancels the licence ola clearing house under
this section. it shall cause notice ofthat fact to be published.

(6) Any notice ofsuspension under sub-section (l) may direct that the functions of
the goveming body of the clearing shall be pertbrmed during the period ofsuspension b1 such

person as ma1 be specified in the notice.

3,1. Effect of cancellation of licence.- A cancellation of licence under section 33

shall not operate so as to -
(a) avoid or affect an)'agreemenl. transaction or arrangement entered

into on the securities market of a securities exchange where the

agreement, transaction or arrangement rvas entered into be fore the

cancellation of the Iicence: and

(b) affect an.,.' right. obligations or liabilir."" arising under such

agreernent. transaction or anangement.

35. Accounts and audit.- (l) A clearing house shall keep proper books of
accounts and records of its profit and loss . assets and liabilities and all other transactions of
the c learing house.

(2) The clearing house shall. send audited financial statements along with auditors
report. ofclearing house for the financial year, including a profit and loss account, balance
sheet, cash flow statement and such other items as may be prescribed within three months
after the end ofeach financial vear or such later time as allowed bv the Commission.

(3) 'fhe Commission mar. where it deems appropriate. also require operational and
regulator.v audit to be conducted by an independent auditor in a prescribed manner.

(4) The auditors repon shall be in the manner as prescribed from time to time.

(5) The auditors shall have a right ofaccess at all reasonable times to the books.
accounts, vouchers and other records of the clearing house and are entitled to require from
officers ofthe clearing house such information and explanations as they consider necessary-

for the performance oftheir duties as auditor.

(6) The accounting and other records required ro be reported under this section
shall be preserved by the clearing house for a period of ten years or such longer period as

notified by the Commission, from the date on which repon has been sent to the Commission.
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36. Power of the Commission to appoint auditor.- (l)Where the Commission
is satisfied that it is in the public interest to do so, it may appoint in writing a special auditor
(at the expense of the clearing house) to examine, audit, and report, either generally or in
relation to any matter, on the books, accounts and records ofa clearing house.

(2) The Commission may appoint special auditors to fumish the Commission with
a regulation compliance audit report in the form and manner prescribed.

37. Annual report.- (l) A clearing house shall, within four months after the end

of its financial year or such later time as allowed by the Commission, give to the Commission
an annual report that includes -

(a) a description of the activities undertaken by the clearing house in the

financ ial year;
(b) the resources (including financial. technological and human resources)

that the clearing house had available. and used. in order to ensure
compliance with its obligations;

(c) an analysis ofthe extenl to rvhich the clearing house considers that the
activities undertaken, and resources used, have resulted in full
compliance with all ol its obligations under this Act. rules and
regulations made under the Act; and

(d) an independent regulations compliance repon from the auditor
certifying regulatory compliance of the clearing house during the
flnancial vear.

(2) The clearing house shall ensure that the annual report is accompanied b1 such
other information and statements as may be prescribed.

(3) The annual report shall be accompanied by an audit report where required by
the Commission under sub-section (4).

(4) The Commission may, by giving written notice to the clearing house, require
the clearing house to obtain an audit report by a person to be approved by the Commission on
the annual report and on any information or statements accompanying it.

3E. Proceedings of clearing house take precedence over laws of insolvency.-
(1) The following shall not be to any extent invalid at law on the ground ofinconsistency with
the law relating to the distribution of the assets of a person on insolvency, bankruptcy or
winding up or on the appointment ofa receiver over any ofthe assets ofa person -

(a) a market contract;

(b) the regulations of a clearing house relating to the settlement of a market
contract;

(c) any proceedings or other action taken under the regulations of a clearing
house relating to the settlement of a market contract;
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(d) a market charge;

(e) the default regulations ofa clearing house; or

(0 any default proceedings.

(2) No person. nor a court acting under the laws of insolvency, may exercise any
power to prevent or interf'ere lYith -

(a) the settlement ofa market contract in accordance *'ith the resulations of
a clearing house: or

(b) an1 delau lt proceedings.

39. Dut-v to report on completion of default proceedings.- (l) A clearing house
shall. upon completion by it of any delault proceedincs. prepare a report on such proceedings

stating in respect ofeach defaulter

(a) the action taken against the defaulter;

(b) the net sum, ifany, certified by the clearing house to be payable by or to
the delaulter: or

(c) the fact that no sum is pay'able.

(2) A clearing house rihich has prepared a report pursuant to sub-section (1) shall
suppll the repon to -

1a; the Comm ission:

(b) the relevant securities exchange:

(c) the central depository; and

(d) the defaulter to whom the report relates;

(3) Where the Commission receives pursuant to sub-section (2) a report made

pursuant to sub-section (l), it may publish notice ofthat fact in such manner as it considers
appropriate to bring it to the attention of creditors of the defaulter to whom the report relates.

(4) Where a defaulter receives pursuant to sub-section (2) a report made pursuant

to sub-section ( l), he shall. at the request ofany of his creditors

(a) make the repon available fbr inspection by the creditor within two dals
from the receipt of such request: or

(b) on payment of the prescribed fee, supply to the creditor all or any part of
that report as requested.

(5) ln sub-sections (2), (3) and (4), "report" includes a copy ofa report.
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40. Net sum payable on completion of default proceedings.- (l) This section
shall apply to any net sum certified under clause (b) of sub-section (l) of section 39 by a

clearing house, upon the completion by it of any default proceedings, to be payable by or to a
defaulter.

(2) Where a recciving or winding up order has been made or a resolution for
voluntary winding up has been passed, any net sum shall be -

(a) provable in the bankruptcy or winding up; and

(b) taken into account for the purpose ofany rule of law relating to set-off.

(3) For the purposes ofsub-section (2), the cenificate ofthe clearing house as to the
amount of the net sum payable shall be receivable in evidence as sufTicient proof of the net
sum payable.

41. Disclaimer of property, rescission of contracts, etc.- ( I ) Section 407 of the
Companies Ordinance, 1984 (XLVII of l98a), shall notapply in relation to -

(a) a market contract;

(b) a contract effected by a clearing house for the purpose of realizing
propert,r provided as market collateral:

(c) a market charge: or

(d) an1 defau lt proceedings.

(2) Section 406 of the Companles Ordinance. 1984 (XLVll ol 1984), shall not
apply to any' act, mafter or thing which has been done pursuant to -

(a) a market contracq

(b) a disposition of propertv pursuant to a market contracti

(c) the provision ofmarket collateral:

(d) a contract effected by a clearing house for the purpose of realizing
propert-v provided as market collateral or any disposal of property
pursuant to such a contract;

(e) a disposal of property in accordance with the regulations of a clearing
house as to the application of property provided as market collateral;

(0 a disposal of property as a result of which the property becomes subject
to a market charge or any transaction pursuant to which that disposal is

made:

(g) a disposal ofproperty made in enforcing a market charge;

(h) a market charge; or
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(i) any default proceedings.

42. Enforcement ofjudgments over property subject to market charge, etc,-
(l) Noxvithstanding anything contained in any other law for the time being in force. where
property is subject to a market charge or has been provided as market collateral. no execution
or other legal process for the enforcement of a judgment or order may' be commenced or
continued, and no distress may be levied, against the propenl.-, b.v a person not seeking to
enforce anl interest in or security over the propert)', except with the consent of the clearing
house concerned.

(2) Where by virtue of this section a person would not be entitled to enforce a
judgment or order against any property. any injunction or other remedy granted lvith a view to
t'acilitating the enforcement ofany such judgment or order shall not extend to that property.

43, Clearing Member to be part_y to transactions as Principal.------- Where for
the purposes of fulfilling clearing and settlement obligation or margin call or mark-to-market
loss or any other obligation, whatsoever, a clearing member enters into any transaction or
contract with a clearing house. inespective of its nature, including but not limited to a market
contract, in the capaciqv as a principal or agent, notwithstanding anlthing contained in any
olher law, rule or regulation, in such transaction or contract the clearing member shall act and
considered as Principal and liable to make payment or delivery. to the clearing house. as the
case may be.

14. Propertv deposited with clearing house.- (l) Subject to sub-section (2).
where an.- propeny is deposited as market collateral by a clearing member u ith a clearing
house in accordance with the regulations of the clearing house. then, notwirhstanding anl
other enactment or rule of lau. no action. claim or demand, either civil or criminal- in respecr
ofany right. title or interest in such property held or enjoyed by any person shall lie or shall
be commenced or allowed. against the clearing house or its nominees.

(2) The operation of sub-section ( I ) in respect of any property deposited as markei
collateral with a clearing house is subject to any modifications and exclusions provided in the
regulations ofthe clearing house.

45. Preservation of rights, etc.- Except to the extent that they expressly provide,
the provisions ofthis Part shall not operate to limit, restrict or otherwise affect -

(a) any right, title, interest. privilege, obligation or Iiabiliqv ofa person;

(b) any investigation, legal proceeding or remedy in respect of any such
right, title, interest, privilege, obligation or liability.

PttT IV
CENTRAL DEPOSITORY COMPANIES

IIltcrprctation.――In this Part――

"account holder'' has the same meaning as given in section 2(3) of the
Central Depositories Act. IQ97 (XIX of I 997)1

46.

(a)
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"CDS element" means central depository system element and
includes an account holder. a participant, an issuer of eligible
securities. an eligible pledgee or any other market intermediary as
may be prescribed under the Central Depositories Act, 1997 (XIX of
1997):

(c) "lnvestor Account'' means the account opened by an Investor
Account holder with a central depository in accordance with the
terms and conditions specified by such central depositoryl

(d) "investor account holder" means an) individual rvho or other entitl.
which. is allorved bv central deposirory at its discretion to open and
maintain an lnvestor Account with central depository with or without
having direct access to CDS:

(d) "participant" has the same meaning as siven in clause ( I 7) of section
2 ofthe Central Depositories Act. 1997 (XIX of 1997); and

(e) "sub-accounr holder" has the same meaning as given in clause (28) of
section 2 ofthe Central Depositories Acr, I997 (XIX of 1997).

17, Licensing requirement.- No person shall establish or operate or assist in
establishing or operating or hold himself out as operating a depository facility except under
and in accordance with a central depositorl licence granted b1- the commission under section
,19:

Provided that a licensing requirement provided in this section shall not be applicable
on depository facility provided by State Bank of Pakistan through SBp-BSC for governmenr
sec u rit ies.

4E. EligibiliQ for licensing.- A company shall be eligible for licensing as a
central depository only if-

(b)

(a) the company is incorporated as a
Ordinance, 1984 (XLVII of 1984);

(b) the company complies with all the
(XIX of 1997):

(c) the collective shareholding of the
such percentage as the Commission
the com pan):

public company under the Companies

requirements in Central Depository Act

securities exchanges does not exceed
may notify, olthe total shareholding of

(d) no promoter. director. ofTicer or employee ofsuch a compan).-

(i) has been convicted oI tiaud, breach of trust or an offence involving
moral turpitude or removed from service for misconduct or has
been adjudicated as insolvent;

(ii) has been associated with any illegal banking business, deposit
taking or financial dealings;
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(iii) has been a sponsor, director, chief executive or a senior
management officers ofany defaulting entity ;

(iv) has ever been a defaulter of any commercial bank or financial
institution, including non-banking financial institution. securities
exchange and clearing house or has suspended payment or has

compounded with his creditors; and
(v) has ever been a dethulter or non-payer of verified unsenled claims

of its customer as a member of securities exchange.

(e) the promoters ofsuch company are persons of experience and integrity and
have special knowledge of matters which the company may have to deal with
as a central depository company; and

(f) it satisfies such other conditions as may be prescribed.

49. Grant of licence.- ( l) A public company eligible for a licence may apply to
the Commission to be licenced as a central depository in such form and manner as may be
prescribed.

(2) The application shall be accompanied by a prescribed fee.

(3) The Commission mal require an applicant to provide the Commission rvith
such funher information as it considers necessary in relation to the application. in such fbnn
or verified in such manner as the Commission ma;- direct.

(1) The Commission may. in writing. subject to such conditions or restricrions as ir
ma]- think fit to impose. licence a public companl as a central depository if the Commission is

satisfied that -
(a) the company rvill ensure that- as far as is reasonably practical, there are

fair, transparent and efficient depository facilities;

(b) the company will manage any risks associared with its business and
operations prudently, in the manner prescribed;

(c) the company will enforce compliance b,," CDS element with its
regulations;

(d) the company's regulations make satisfactory provision for -
(i) the proper regulation and efficient operation of the depository

lacility which it operates:

(ii) the proper regulation and supervision ofCDS element;

(iii) maintaining the accounts of its account holders, participants,
sub-account holders and investor account holders in the manner
as may be prescribed;
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(iv) equitable allocation of dues, fees, and other charges among the
CDS element and other persons using its facilities; and

(u) any other matters as may be prescribed;

(e) the company has sufficient financial. human and system resources to -
(i) establish and operate a fair, transparent and efficient depository

fac ility:

(ii) meet contingencies or disasters (including events such as

technical complications occurring with automated systems): and

(iii) provide adequate securiN arrangements:

(0 it would not be contrary to the public interest to Iicence the company.

(5) Subject to the provisions of this Act. a licence granted under this section shall
be subject to such annual renewal fee as may be prescribed.

50. Duties of central depositor"v.- ( I ) lt shall be the duty of a central depository
to ensure -

(a) fair. transparenr and efficient depository facilir,'-;

(b) that risks associated with its business and operations are managed
prudently;

(c) compliance with allthe provision of the Central Depository Act (XtX of
I 997); and

(d) that requirements refened to in clause (e) of sub-section (4) of section 49
shall be evaluated, examined and certified b1' such independent and

reputable expert and in such time intervals as may be prescribed.

(2) ln discharging its duty under sub-section (l), a central depository shall act in
the interest of the CDS elements, and in particular shall give paramount importance to the
interest ofthe public.

(3) A central depository shall operate its facilities in accordance with the Central
Depositories Act. 1997 (XIX of I997), and the regulations made thereunder.

(4) A central depository shall formulate and implement appropriate procedures
under its regulations, compliance of which shall be mandatory, on all CDS element.

(5) A central depository shall have efficient procedures and arrangements for
addressing complaints and taking enforcement actions thereof.

(6) A central depository shall immediately notiry the Commission if it becomes
aware -
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(a) ofa financial irregularity or other matter which in the opinion of
the central depository may indicate that its financial integrity is in
question or that it is unable to meet its legal obligations;

(b) that any of its CDS element is unable to comply wirh any

regulation ofthe central depository; and

(c) of a financial inegularity or other matter w'hich in the opinion of
the central depository may indicate that the financial standing or
integrir,v- of a CDS elements is in question or that a CDS elemcnts
nra) not be able to compl;' rvith legal and regulatorS
requirements.

(8) A central depository shall immediately' notify the Commission of any action
taken by' it against a CDS element .

(9) A central depository shall at all times provide and maintain -
(a) adequate and properly equipped premises:

(b) competentpersonnel:

(c) automated systems with adequate capacity. facilities to meet
contingencies or emergencies. seeurity arrangements and technical
support; and

(d) comprehensive business continuitl plan lor the conduct of its business.

(10) A central depository shall ensure that appointment of its senior management
officers is made with the prior approval of the Commission.

51. Regulations of central depository.{ l) Without limiting the generality of
sub-section (4) ofsection 49. the regulations ofa central depository. subject to the approval of
the Comm ission. mar make pror ision .

(a) rvith respect to the constitution, polvers and functions ofthe governing
body of the central depository:

(b) with respect to the appointment ofdirectors on the goveming body ol
the central depository;

(c) \a'ith respect to the qualifications and business and financial integrity of
directors:

(d) with respect to the appointment and functioning of intemal auditors;

(e) for the exclusion from directorship of persons who are not of good

character and high business integrity:
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(D

(g)

(h)

(i)

with respect to operational, information system, risk evalution and
regulatory audit ofthe central depository;

with respect to the mechanism for investigation, inspection.
enforcement and other punitive actions relating to audit and compliance
of CDS Elements;

with respect to the equitable allocation of the dues, fees and other
charges levied by the central depositorl l

with respect to dissemination of information to CDS element, securities
exchange, clearing house, other entities or intuitions and general public:

rvith respect to integrity and profession conduct ol its employees; and

generalll'for carrying on the business ofthe central depository.

The Commission may, by notice in writing served on a central depository,

(a) to make regulations specified in the notice within the period specified: or

(b) to amend regulations relerred to in the notice in the manner and within
the period specified in the notice.

(k)

(2)
require it -

(3) Where the Commission is satisfied thar a central depository has not complied
rvith a requirement relerred to in sub-section (3) within the period specified in the notice. the
Commission may' make or amend the regulations specified in the notice instead of the central
depository and the regulations so made or amended shall be deemed to have been made or
amended by the central depository and shall have effect accordingly.

52. Approval of regulations ofcentral depository.- (l) No regulation ofa central
depository or any amendment (whether by way of rescission, substitution, alteration or
addition) to a regulation shall have effect unless it has the approval in writing of the
Commission.

(Z) A central depository shall submit or cause to be submined to the Commission
for its approval the regulations and every amendment thereto that require approval under sub-
section (l). together with explanations of their purpose and likely effect, including their effect
on the investing public. in sufficient detail to enable the Commission to decide whether to
approve them or refuse to approve them.

(3) The Commission shall, by notice in writing served on the central depository,
give its approval or refuse to give its approval to the regulations or amendment of the
regulations (as the case may be) or any- part thereof.

(4) The Commission may give its approval under sub-section (3) subject to
requirements that shall be satisfied betbre the regulations or amendment ofthe regulations or
any part thereoftake effect.
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(5) Subject to the approval ofthe Commission under sub-section (3) all regulations
or amendments to the regulations made by the central depository shall be notified in the
official Cazette and shall take effect upon such publication or such date as may be specified in
the notification.

53. Obligation of CDS element to comply with regulations and procedures ol
central depositor,v.- CDS element shall at all times comply with the requlations and
proced ures of the central depository.

5{. Central depository- to assist the Commission.- A central depository shall
provide such assistance to the Commission as the Commission ma) require for the
perlormance of the lunctions and duties of the Commission. including the fumishing of such

returns and the provision of such books and other information relating to the business o{'the
central depository or in respect of any activity and arrangements in securities or any other
information as the Commission may require from time to time fbr the proper administration of
this Act and the Central Depositories .{ct. I 997 (XlX ol 1997).

55. Power of the Commission to issue directions to central depository.- ( l)
The Commission may, if it considers it necessary or expedient -

(a) for ensuring fair. transparent and elficient working of rhe central
depository:

(b) fbr ensurins the integrity of. and proper management olslstemic risks
in the securities markets:

(c) in the interests of the public or a section of the public or for the
protection olcustomers. the CDS elements and thcir clients-

issue directions by notice in rvriting either of a general or specific nature to a central
depository.

(2) Without prejudice to the generaliry of sub-section (l). any direction issued

under that subsection may relate to -
(a) the book-entry system of the central depository;

(b) the manner in which a central depository carries on its business;

(c) removing or suspending the directors or ofilcers of the central
depository from office or suspending CDS elements of the central
depository:

(d) the seftlement of investor or customers claims and enforcement and

other punitive actions against CDS element

(e) any other matter that the Commission considers necessary for the
proper administration ofthis Act and the Central Depositories Act 1997
(XIX of 1997) or the rules and regulations made hereunder,

and the central depository shall comply with any such direction.



56. Emergency powers of the Commission.- (l) Where the Commission has

reason to believe or decides on the recommendation of the central depository. that an
emergency exists or where the Commission considers it necessary or expedient in the interest
of the public or section of the public or lor the protection of customers or where the
Commission takes action under section l3 or section 32, the Commission may direct by notice
in writing a central depository to take such action as it considers necessary and the central
depository shall comply'with that direction.

(2) Where a central depository lails to comply with a direction of the Commission
under sub-section (l), rvithin such time as is specified by the Commission, the Commission
may take such other action, including but not limited to those specified in sub-section (l), as

the Commission considers fit to maintain or restore fair. transparent and efficient depositorl
facility.

In this section. "emergencli' means -
(a) anv act ofgovemment affecting securities;

(b) any major market disturbance which prevents the market from
accuratel) reflecting the forces ofsupply and demand for securities; or

anv other situation or practice which in the opinion of rhe Commission
constitutes an emergenc).

57. Suspension or Cancellation of licence.- ( I ) The Commission ma_"-, b.'.' notice
in writing served on the central depository.-

(i) suspend the license granted under this Act with effect from the date
specified in the notice for such period as may be specified in the notice:
or

(ii) supersede the board of directors or other authority of the central
depository; or

(iii) suspend or remove the director. officer, or member from his office; or

(iv) cancel the license granted under this Act with effect from the date
specified in the notice:

if the central depository -
(a) ceases to comply with the eligibiliry conditions specified in section 48;

(b) ceases to operate the central depository facility that it has been licenced
to operate under section 49;

(c) is being wound up;
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fails to comply with any requirement of this Act or the Central
Depositories Act, 1997 (XIX of 1997):

fails to comply with a direction of the Commission:

fails to provide the Commission rviih information required by the
Commission or provides false or misleading information:

is operating in a manner detrimental to the public interest; or

requests the Commission to do so.

(2) For the purposes ofclause (b) ofsub-section (J) a central depository shall be
deemed to have ceased to operate as a central depository if-

(a) it has ceased to operare its deposirory facilit_v for more than thirty da-"-s

unless it has obtained the prior approval of the Commission to do so: or

(b) it has ceased to operate such depository facility under a direction issued
by the Commission.

(3) The Commission may by the notice served under sub-section (l) permit the
central depository to continue, on or after the date on which the suspension or cancellation is
to take effect. to carr) on such activities affected by the suspension or cancellation as the
Commission may specill in the notice for the purpose of -

(a) closing do\n the operations ofrhe central depositon: and

(b) prorecting the public interest.

(4) Except where responding ro a request under clause (h) olsub-section (l), the
Commission shall not take any action under sub-section (l) against the central depository
without first giving the central depository an opportunity ofbeing heard.

(5) Where the Commission suspends or cancels the Iicence of,a central depositoq,
under this section, it shall cause notice ofthat fact to be published.

(6) Any notice ofsuspension under sub-section (l) may direct that the functions of
the governing body of the central depository shall be performed during the period of
suspension by such person as may'be specified in the notice.

58. Effect of cancellation of licence.- A cancellation of Iicence under section 57
shall not operate so as to -

(a) avoid or affect any agreement, transaction or arrangement entered into on
the securities market of a securities exchange where the agreement,
transaction or arrangement was entered into before the cancellation ofthe
licence;

(b) affect any right, obligations or liabiliry arising under such agreement.
transaction or arrangement.

(d)
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59. Accounts and audit.- (l) A central depository shall keep proper books of
accounts and records of its profit and loss, assets and liabilities and all other transactions of
the central depository.

(2) The central depository shall, within three months after the end ofeach financial
year! prepare financial statement of the central depository for the financial year. including a
protit and loss account, balance sheet, cash tlorv and such other items as may'be prescribed.

(3) The auditors shall prepare a report on the financial statement received and senci

such statement to the central depository within three months from the close of financial year
or such later time as allowed by the Commission and the central depository shall forthu,ith
after its receipt send a copy of the report and a copy of the statement of accounts to the
Commission.

(4) The Commission may, rvhere it deems appropriate, require all system to be
audited by an independent auditor in alternate year in a prescribed manner.

(5) The auditors repon shall be in the manner as prescribed from time to time.

(6) The auditors shall have a right ofaccess at all reasonable times to the books,
accounts, vouchers and other records ofthe central depositorv and are entitled to require lrom
officers of the central depository such inlormation and erplanations as they consider
necessan tbr the perfbrmance oftheir duties as audiror.

(7) The accounting and other records required to be reported under this section
shall be preserved by the central depository lor a period of ten years or such longer period as
notified by the Commission, from the date on which report has been sent to the Commission.

60. Power of the Commission to appoint auditor.- (l) Where the Commission
is satisfied that it is in the public interest to do so, it may appoint in writing a special auditor,
at the expense of the central depository, to examine, audit, and report, eirher generally or in
relation to any matter, on the books, accounts and records ofa central depository.

(2) The Commission may appoint special auditors to furnish the Commission with
a regulation compliance audit report in the form and manner prescribed.

61. Annual report,-(l) A central depository shall. within four months after the
end of its financial year or such later time as allowed by the Commission, give to the
Commission an annual report that includes -

(a) a description of the activities undertaken by the central depository in
the financial year;

(b) the resources including financial, technological and human resources.
that the central depository had available, and used, in order to ensure
compliance with its obligations; and
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(c) an analysis of the extent to which the central depository considers that
the activities undertaken. and resources used. have resulted in full
compliance rvith all of its obligations under this Act and the Central
Depositories Act, 1997 (XIX of I 997), and its regulations.

(2) The central depository shall ensure that the annual report is accompanied rvith
following information and anv other information and documents as mav be prescribed

(a) names ofthe participants who are members of the company;

(b) number ofaccount holders as rvell as sub-account holders:

(c) list ofshareholders of the company indicating change in the
shareholdings, if any; and

(d) names of senior management staff of the companl- with qualifications
and experience.

(3) The annual report shall be accompanied bl an audir report where required b-"-

the Commission.

(4) The Commission may, by giving written notice to the central depository.
require the central depository to obtain an audit report (by a person to be approved by'the
Commission) on the annual report and on any information or s[arements accompanying it.

62. Preservation of rights, etc.- Except to the extent thar they expressly provide.
the provisions of this Pan shall not operate to limit- restrict or othenvise affect

(c) an.v right. title, interest. privilege. obligation or liability ofa person:

(d) any investigation, legal proceeding or remedy in respect of any such
right, title, interest, privilege, obligation or liability.

PART V
REGULATED SECURITIES ACTIVITIES

63, Scope of regulated securities activities.- For the purposes of this Act, a

person carries on a regulated securities activit.v ifsuch person carries on business or purports
todoso.asa-

(a) securities broker;

1b) securities adviser:
(c) securities manager;
(d) share registrar;
(e) credit rating company;
(l) balloter;
(g) underwriter; or
(h) any other activity notified by the Commission constituting regulated

securities activity for the purposes ofthis Act.
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64. Licencing requirement.- (l) No person shall carry on a regulated securities
activity or purport to do so, unless such person is Iicenced by the Commission under this Act
and operates in accordance with such licence.

(2) A licence granted under this Act shall specif,v the regulated securities activity
or activities that the regulated person is permitted to undertake and such person shall be

restricted to such regulated securities activit-\ or acti!ities as so specified.

65. Eligibilit-r for licensing.- (l) A licence in respect ofa regulated securities
activity shall only be granred to a public or private compan) except that-

(a) in the case of a securities adviser. a licence may' be granted to an

individual or to a public or private company; and

(b) in the case of a representative. a licence ma1 onlr- be granted to an

ind iv idual.

(2) A regulated person that is licenced in respect ofa regulated securities activity
shall be exclusively engaged in that securities activity.

(3) In the case ofa bank a licence under rhis Part except a licence for undenvriting
shall be granted onl)' to a subsidiary company of the bank for such purpose and such
subsidiary' shall be exclusively engaged in regulated securities acti!ities.

66, Represen talives.- No person shall act as a reprcsentative in carr;ing on
business in anv regulated securities activitr or hold himselt'out as doing so, unless he is the
holder ofa representalive's licence tbr that regulated securities activit) and is dull accredited
to a principa l.

67. Accreditation of representatives.- (l) A representative is accredited to a

principal for the purposes of this Act only if-
(a) the Iicence of the representative states that he is accredited to the

princ ipal: and

(b) the representative is recorded as being accredited in the register of
regulared persons maintained by the Commission under section 72.

(2) The Commission shall not issue a representative's licence unless both the
representative and the principal have infbrmed rhe Commission in writing that he is or is to
be. accred ited.

(3) Where the accreditation ofa representative has been terminated *'hether by the
principal or the representative -

(a) the principal shall immediately notiry the Commission, and any securities
exchange of which he is a member, in writing of such termination:

(b) the principal shall publish in two daily' newspapers having wide
circulation a notice advising of such ter-mination:
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(c) the representative shall forthwith retum his licence to the Commission:
and

(d) the Commission shall fonhrvith amend the register of regulated persons

accordingly'.

68. Application for licence.- (l) An application for a licence under this Part

shall be made to the Commission in the prescribed form and shall be accompanied by the

prescribed fee, and shall -
(a) give the Commission information it requires -

(i) about the services which the applicant will hold himself out as

being able to provide if the application is allorved:

(ii) about the business which the applicant proposes to carr,v on and to
which the application relates, and about any' person whom the
applicant proposes to employ or with whom the applicant intends to

be associated in the course olcarrying on the business; and

(iii) to enable the Commission to consider the matters reterred to in
section 136; and

(b) speci! the location of all premises at rvhich the records or other
documents of the regulated securities activiq in respect of'rvhich the

application is made are to be kept.

(2) The Commission may require an applicant to provide it with such further
infbrmation as the Commission considers necessary.

(3) An application for the grant ofa representative's licence shall be supported in
the prescribed manner by a principal who is the holder ofor who has applied for. a licence to
conduct a regulated securities activity.

69. Grant of licence.- (l) Subject to the provisions ol-this Act, the Commission
may, on an application duly made in accordance rvith section 68, grant the licence or reluse
the application.

(2\ The Commission shall refuse to grant a licence ifnot salisfied by the applicant
that the applicant -

(a) is a fit and proper person to be licenced, having regard to the proYisions

ofsection 136:

(b) will be able, if licenced, to comply with any financial resources
regulations that may apply to the applicant;

(c) has specified prem ises under clause (b) of sub-section ( I ) of section 68

that are suitable for keeping records or other documents;
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in the case ofan applicarion for a representative's Iicence, has passed

such examination and undertaken such training as may be prescribed;

complies with the conditions prescribed in relation to anti-money
laundering and counter financing of terrorism under the applicable
laws; and

satisfies such other conditions as ma1'be prescribed.

(3) Subject to the provisions of this Act a licence granted under this section shall
be granted for a period of one year and may be renewed for further periods of one year
provided that the regulated person applies for renewal of licence and pays the prescribed
annual Iicence fee on or befbre the anniversary ofthe date of the grant ofthe Iicence.

70. Power of the Commission to impose conditions.- ( l) The Commission ma-v-

grant a licence subject to such conditions or restrictions as it considers necessary.

(2) The Commission may, by written notice served on the holder of the licence.
amend or cancel anv of the conditions or attach new conditions.

71. Power of the Commission to issue directions to regulated persons.- ( l) The
Commission may by notice in writing give a regulated person a direction under this section
where it appears to the Comm ission that -

it is desirable lor the protection ofpublic interesr or customers: or

the regulated person is contravening, has contravened or is about to
contravene or has tailed to compl;- rvith any provision of or
requirement under this Act. any rule or anv regulation made under
this Act or in purported compliance with any such provision or
requirement has furnished the Commission with inlormation that is
f-atlse, inaccurate or rn islead ing.

(2) A direction under this section may contain all or any of the following
prohibitions or requ irements -

require a regulated person to cease and desist from the contravention:

prohibit a regulated person from entering into transactions of a class
or description specified in the notice or entering into them otherwise
than in circumstances so specified or to an extent so specified;

prohibit a regulated person from soliciting business from a person of
a class or description so specified or from persons other than persons
ofsuch a class or description;

prohibit a regulated person tiom carrying on business in a specified
manner or otherwise than in a specified manner;

as regards any assets whether in Pakistan or elsewhere and whether
they are the assets ofthe regLrlated pcrson or not -

(d)

(C)

(D

(a)

(b)

(a)

(b)

(d)

(C)



(i) prohibit the regulated person from transferring, alienating or
otherwise disposing of such assets or from dealing with them
in a manner specified in the notice: or

(ii) require the regulated person to deal rvith such assets in, and

only in. a manner specified in the notice:

(i) require a regulated person to maintain in Pakistan assets ofsuch value
as appears to the Commission to be desirable with a view to ensuring
that the regulated person will be able to meet his liabilities in respect
of his business; or

(g) require a regulated person to transfer control of assets of a specified
class or description to a trustee approved by the Commission.

and the regulated person shall comply with such direction.

(3) A direction under this section shall be for such specified period as the
Commission considers necessary which period may be extended by the Commission as

considered necessary bf it.

(4) The Commission may-. b.v.. rvritten notice either of its own motion or on the
application of the regulated person on whom a prohibition or requirement has been imposed
under this section. rescind or varv the prohibition or requirement if it appears to the
Commission that it is no lonser necessan tbr the prohibition or requirement to take etfecr or
continue in force or. as the case mav be. that it should take ettect or conrinue in fbrce in a

different form.

72. Register of regulated persons.- ( l) The Commission shall maintain a

register of regulated persons in the form it considers most appropriate.

(2) For each regulated person other than a representative, the register shall
record-

(a) the name and address ofthe regulated person;

(b) the date on which the licence was granted;

(c) the type of regulated securities activity permitted by the licence:

(d) any conditions attached to the licence;

(e) the name and address ofevery accredited representative, manager and
officer:

(0 the location ofthe premises at which the records or other documents of
the regulated person are kept;
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G) where the regulated person is a company, the name ofeach director and
of the secretary of the company, and the names of majority
shareholder:

(h) any order ofcancellation of licence: and

(i) such other particulars as the Commission considers necessary in the

interest ofthe investing or general public.

(3) For each representative, the register shall record -
(a) his name and address:

(b) the date on rvhich his licence was granted;

(c) the name and address ofthe principal [o whom he is accredited: and

(d) such other particulars as the Commission considers desirable in the
interest ofthe investing or general public.

(4) Any person may apply for a certified copy ofthe information contained in the
register upon payment of the prescribed fee in the prescribed manner.

73. Notification of change in register particulars.-Where -
(a) a regulated person ceases to can),on the business to which his licence

relates: or

(b) a change occurs in any matter particulars ol which are required by
section 72 to be entered in the register.

the regulated person shall as soon as is practicable and in any event within seven days give to
the Commission notice in writing of the event concerned.

PART vI
CONDUCT OF REGULATED SECURITIES ACTIVITIES

74. Standards of conduct.- ln the conduct of regulated securities activities, a
regulated person shall at all times act according to the principles of best practice and. in
panicular, shall-

(a) observe a high standard ol integrit;- and fair dealing;

(b) act with due care, skill and diligence;

(c) observe high standards ofmarket conduct;

(d) seek tiom customers information about their circumstances and

investment objectives rvhich might reasonably be expected to be relevant
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in enabling the regulated person to fulfill his respons ib ilities to the
customer:

(e) take steps to give public information to everv customer which will enable
the customer to make a balanced and informed investment decision:

(0 avoid anv conflict of interest with customers and. where such a conflict
unavoidabll arises. to ensure fair treatment to the customer by complete
disclosure: the interests of the regulated person should never be unfairly
placed above those ofthe customer:

(g) protect properl), b1 wa1 of segregation and identification, thosc
customer assets lor which the regulated person is properly responsible;

(h) maintain adequate llnancial resources to meet the regulated securities
activities commitments of the regulated person and withstand the risks to
rvhich the business is subject:

(D organize and control internal aff'airs in a responsible manner;

0) keep proper records and maintain such records for a period of l0 years or
such longer period as notified by the Commission:

(k) have efficient procedures and arrangements for addressing customer's
complaints and senlement of customer's claims:

(l) have adequate anangements to ensure that all staffemploved are suitable.
adequatell trained and properll supervised. together *ith *ell-defined
compl iance procedures:

(m) have adequate system of internal controls and intemal audil ensuring
compliance with the relevant laws for the time being in force:

(n) make efforts to resolve any dispute through mediation; and

(o) deal with the Commission in an open and co-operative manner and keep

the Commission informed of anything conceming the regulated person

that might be expected to be disclosed to it.

75. Business conduct regulations.- (l) Without prejudice to section 164 the

Commission may make regulations requiring regulated persons to comply with such practices

and standards relating to their conduct in carrying on the regulated securities activities for
which they'are licenced as are specified in the regulations.

(2) Without limiting the generality of sub-section (l). the Commission may make
regulations for or with respect to

(a) the use of misleading or deceptive advertisements by or on behalf of a
regulated person;
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(b) the disclosure to a customer ofthe financial risks in respect ofsecurities
trading recommended by the regulated person to the customer;

(c) the avoidance of any conflicr ol interest between the regulated person
and a customer:

(d) recommendations made by a regulated person:

(e) the priority to be given to customer's orders;

(0 Fit and proper crireria for the regulated person as well as its Board of
Directors and senior management officers:

(g) lmplementation of in-house compliance and internal audit l'unction to
ensure compliance to the applicable regulatory lramework:

(h) Observance of tair trade and market practices and prohibition ofmarket
abuses, fraudulent pracrices and deception ofgeneral public:

trading against a customeri and

(i) an_v orher matter relating to the practices and standards ol conduct
required of a regulated person in conducting the regulated securities
activity for which the regulated person is licenced.

76. Issue ofcontract notes.- A regulated person shall. in respect of every
contract for the purchase. sale or exchange of securities entered into by him lwhether as
principal or agent), make out a contract note in such a manner as may be priscribed.

77, Short selling.- (l) Except in accordance with regulations , a person
shall not sell any lisred securities that he or his principal does nor own either for his orvn
account or for the account ofanother person.

(2) For the purposes of sub-section (r), a person who sels securities incrudes a
person who -

(a) sells rhe securities:

(b) purports to sell the securities;

(c) offers to sell the securities:

(d) holds himself out as entitled to sell the securities: or

(e) instructs a securities broker to sell the securities.

. _ (3) For the purposes of sub-section (l), a person is treated as owning securities
only if-

(a) he or his agent is legally entitled to the securiries:



(C)

(b) he has purchased the securities or has entered into an unconditional
contract to purchase the securities, even if he does not yet have title to
them:

(d)

(e)

he oll,ns
securities
exchange:

he has an

ot

other securities convertible into or erchangeable for the
and has tendered the other securities for conversion or

option to acquire the securities and has exercised the option;

he has rights or lvarrants to subscribe to the securities and has exercised
the rights or warants.

Customer assets.- ( l) A regulated person shall -
(a) treat and deal rvith all customer assets received b_,-.him from a customer

in respect of any regulated securities activitv as belonging to that
customer:

Without limiting rhe generaliqv of sub-section (2), regulations may -
(a) require customer mone) to be paid into segregated bank accounts

established for customer money and designated as trust accounts or
customer accounts:

make provision with respect to the opening, control and keeping of
bank accounts and specifl when and how customer money is to be
paid into such accounts and require it to be dealt with, and
accounted for, in the prescribed manner;

require the maintenance ofrecords in relation to such accounts;

require the submission to the Commission, upon request or at
prescribed intervals, of prescribed information, records and

78.

account lor in a separate trust accLrunt. designated or evidenced as such_
tbr all the customer assets received tiom the customer or accruing ro
the customer pursuant to clause (a); and

not commingle those customer assets with the assets of rhe resulated
person.

(2) withour prejudice to section r52 the commission may make regurations rvirh
respect to the segegation, safekeeping and urilization of customer assets that a regulated
person holds on behalfofa customer.
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documents for the purpose of enabling the Commission to ascertain

readily whether the regulations are being complied with; and

(e) provide for any other matter relating to customer assets.

PART vII
ACCOI.INTS, CAPITAL REQUIREMENTS AND AUDIT

79. Accounts and records to be kept.- ( I ) Every regulated person shall keep

such accounting and other records as will sufficiently explain the transactions and financial
position of all business relating to his licence and enable a true and fair financial statements

to be prepared from time to time, and shall keep those records in such manner and form as to

enable them to be conveniently and properly audited.

(7) Without limiting the generalit) of sub-section (l), such accounts and other
records shall be maintained as mav be prescribed.

(3) The accounting and other records required to be maintained under this section
shall be preserved by the regulated person for a period ofnot less than ten years from the date

on which they are made, and shall at all reasonable times be open Io inspection by the

Commission or by any person appointed by the Commission.

(4) All records shall be maintained in sufficient detail to establish readily whether
or not an)' financial resources regulations are being complied rvith.

E0. Financial resources regulations.- (l) Without prejudice to secrion 152. the

Commission may., make regulations requiring regulated persons to have and maintain, in

respect ofthe securities regulated activit) lor which the) are Iicenced, the financial resources

set by the regulations.

(2) Financial resources regulations may -
(a) require regulated persons to maintain financial resources in accordance

with -
(i) specified requirements as to the amount in which they are to b€

maintained; and

(ii) any other prescribed requirements;

prescribe the assets. liabilities and other matters to be taken into account
under the regulations to determine the financial resources of a regulated
person and the extent to which, and the manner in which, they are to be

taken into account for that purpose;

require regulared persons to submit to the Commission, at intervals set

out in the regulations, returns of their financial resources and trading
actir ities in a lorm set b) the Commission:

(b)
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(d) require regulated persons to submit retums to the Commission in
response to a request by the Commission for information relating to their
financial resources and any trading activities; and

(e) provide for any other matter relating to the financial resources of
regulated persons.

81. Failure to comply with financial resources regulations.- (l) Ifa regulated
person becomes unable to compl;- with financial resources regulations the regulated person
shall -

(a) notify the Commission, of that fact;

(b) in the case ofa securities broker, also notily the securities exchange of
rvhich the regulated person is a member. clearing house and central
depository' , ofthar fact; and

(c) cease conducting the regulated securities activity for which the regulated
person is licenced, otherwise than for the purpose of giving effect ro an
agreement or arrangement permifted under his Iicence and entered into
before the time when it became so aware.

(2\ The duties ofa regulated person under sub-secrion (l) shall arise as soon as the
regulated person becomes aware or should, with the exercise of diligence. have become
aware, of his inability to comply with the financial resources regulations.

(3) A regulated person that is a companr is deemed to be aware ofan inabilitr to
comply' w ith the financial resources regularions if a director or employee of it is so a\lare or
should. with the exercise of diligence. have been aware of the inabilir,,.,.

(4) Where the Commission becomes aware of an inability by a regulated person to
comply rvith financial resources regulations the Commission may. whether or not notice has
been given under sub-section ( l) -

(a) suspend the licence; or

(b) permit the regulated person to carry on business on the conditions, if
any, the Commission imposes.

(5) Where the Commission suspends a licence for a specified period under sub-
section (4), the suspension shall be for a period not exceeding three months; provided that the
Commission may. if it considers it necessary, extend the suspension for such further periods
not exceeding three months at any time, at the expiry of which the Commission shall either
notiry in writing the regulated person that the suspension has expired or proceed to cancel the
licence, as it deems appropriate.

E2, Monitoring compliance with financial resources regulations.- ( l) The
Commission may at any time, by notice in writing served on a regulated person, require the
regulated person to satisry the Commission that the regulated person complies with all of the
requirements ofthe financial resources regulations that apply to the regulated person.

58



(2) Without limiting the generality of sub-section (l), the Commission may
exercise any of the powers of an auditor appointed by the Commission under section 86 for
the purpose of ascertaining whether a regulated person complies with all ofthe requirements
ofrhe financial resources regulations that apply to the regulated person.

83. Auditor to be appointed.- ( l) Within one month after becoming licenced
under this Act a regulated person (other than a representative) shall appoint an auditor.
approved by the Commission, to perform the functions required of an auditor of a regulated
person under or pursuanl to the provisions ofthis Act and the regulations made hereunder.

(2) An auditor shall not be eligible for appointment under sub-section ( I ) if he is -
(a) a director, olTicer, employee. shareholder, panner or family. member of

the regu lated person: or

(b) a partner or employee ofsuch person.

(3) A regulated person shall, within seven days olthe appointment ol an auditor,
notify the Commission in writing of the name and address of the auditor.

(4) A regulated person shall. within seven day's. notifr the Commission in writing
ofthe removal or resignation olan auditor.

8{. Audited accounls to be lodged with the Commission.- A regulated person
(other than a representative) shall -

(a) for the financial year from the da1'on which he commences to carr,y- on a
regulated securities activity; and

(b) for each subsequent financial year.

prepare financial statements. a balance sheet and a cash flow statement made up to the last
day of the financial year which shall show a true and fair view, contain the information
prescribed, and shall lodge those documents with the Commission not later than [three] month
after the end of the financial year, together with an auditor's report which shall express
opinions on such matters as may also be prescribed.

85. Auditor to report to the Commission in certain cases.- IL during the
performance oihis duties as auditor for a regulated person. an auditor -

(a) becomes arvare ofany' matter which in his opinion adversely affects the
financial or regulatory position of the regulated person to a material
extent; or

(b) discovers evidence of a contravention ol any financial resources
regulations or of section 78 (customer assets) or with section 79
(accounts and records to be kept),

he shall promptly report it in writing to the Commission and to the regulated person.
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86. Power of the Commission to appoint special auditor.- Where the

Commission is satisfied that it is in the interest ol a regulated person, his customers or the

investing or general public to do so. it may appoint in writine a special auditor. at the expense

of the regulated person. to examine. audit, and repon, either generally or in relation to any
matter, on the books, accounts and records of the regulated person, and on money, securities

or other property held on account of any other person by the regulated person or by a nom inee

appointed b,"" the regulated person. if-

(a) the regulated person has failed to lodge audited accounts with the

Commission under section 84:

the Commission has received a report under section 85; or

the Commission has reason to believe that the regulated person has failed
to comply with any financial resources regulations. rvith section 78
(customer assets) or with section 79 (Accounts and records to be kept).

PART VIII
PUBLIC OFFERS OF SECURITIES

87. Offer of securities.- (l) This Pan applies to offer of securities other than

Coremmenl and public debt securities.

(2) Subject to the provisions of this Pan. no person shall make a public offer of
securities unless the issuer or offeror of the securities has submined for approval to the

Commission. and the Commission has approved. such prospectus.

(3) No person shall make a public offer of securities if such person or its

substantial shareholders have been declared defaulter or expelled by a stock exchange or its
TRE Certificate has been cancelled, or has been de-listed by a stock exchange due to non-
compliance of its regulations or if such person. its directors, sponsors or substantial
shareholders have been held the olfice of the directors or have been sponsorsrsubstantial
shareholders in any company who had been declared defaulter or expelled by the Exchange or
whose TRE Certificate has been cance I led/forfe ited by the Exchange or which has been de-

listed by a stock exchange due to non-compliance of its regulations:

Provided that the Commission may grant relaxation from above upon reasons to be

recorded and rectification ofcause leading to such de-listing

Explanation. For the purpose of this Chapter the term "Substantial Shareholder" shall mean

shareholder having more than l0% shareholding in the TRE Cenificate Holder's company.

(4) Sub-section (2) shall not apply -
(a) to Covemment securities;
(b) ro securities offered by the State Bank of Pakistan:
(c) to an offer ofsecurities wholly guaranteed by the Governmenu

(b)
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(d) where the securities are offered in connection with a private offering or
a private placement; and

(e) issue of shares of a subsidiary to the members of a listed holding
compan) by way ofspecie dividend or any other dislribution.

(t) where the securities are offered bl the issuer to -
(i) members or employees of the issuer: or
(ii) members ol'the families of any such members or emplo_vees:

and

(g) u'here the securities are shares and are ot-fered as bonus shares to any
or all of the members of the issuer:

(5) A prospectus approved by the Commission shall be valid only for a period of
up to sixty days from the date of such approval or tbr a longer period approved b)' the

Commission in case of shell registration provided that the supplement to the prospecrus ibr
each offering shall contain updated disclosures:

Provided that the time period olsixtv days provided for approval ofprospectus
may be extended by the Commission by reasons to be recorded in writing.

(6) The Commission shall not be liable to an) action in damages suffered as a

result ofanl prospectus approved bl the Commission-

(7) A person who. in connection uirh a public ofTer ofsecurities. makes a false or
t'ictitious appl ication. cornm its an ofl-ence.

(8) The Commission ma1. rvhere it considers it appropriate. tbrt-eit anl or all of the
money paid or payable in respect of an offering application under sub-section (6) after
providing the applicant a reasonable opportunity of being heard.

88. Approval, Issue, Circulation and Publication of prospectus.- ( I) No person
shall, issue. circulate and publish prospectus including a shelf-prospectus or supplement to
the prospectus until it has been approved by the Commission which approval may be subject
to such conditions or restrictions as the Commission considers necessary..

(2) The issuer or the offeror. as the case may be, shall. not less than twenty one
days before the proposed date of publication of the prospectus, submit a cop)' to the
Commission for approval.

(3) \\'here a public offer of securities is to be made in Pakistan the issuer or
offeror, as the case ma) be. shall publish the prospectus in lull text or in such abridged form
as may be prescribe. at least in one Urdu and one English daily- newspaper.

(4) The prospectus shall not be published in the newspapers less than seven days
or more than thirty days before the commencemen[ ofthe public subscription.

(5) The issuer or the offerer, as the case may be, shall . make available sul]icient
number of copies of the prospectus approved by the Commission under subsection ( I ), free of
charge, from the date of its publication in the newspapers till the closing ofthe subscription at
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the registered oflice of the issuer, wirh all the securities exchanges ofthe country, with all the
bankers to the issue, the concemed share registrar. the concerned ballotter and the concerned
credit rating agency. if any.

(6) The prospectus in full text and the shares subscription form shall be uploaded
on the \.r'ebsite of the issuer and shall remain there from the date of its publication in the
newspapers till the closing of the subscription

(7) No person shall issue, circulate, publish. telecast or broadcast without the prior
written approval of the Commission, an advenisement, other than a prospectus. announcing a
public offer ofsecurities for n'hich a prospectus is required under rhis Part unless a prospectus
has been published and the advertisement gives an address in Pakistan from which it can be
obtained.

(8) The issuer or of'feror, as the case may be. shall not, at an) time, vary the terms
ofthe clauses stipulated in its prospectus except subject to the approval ofthe Commission.

(9) Where any issuer or the offerer. as the case mav be. can issue. circulate and
publish supplement to the prospecrus inviting the general public for subscription ol the
security(ies) earlier off-ered to the public through shelf-prospectus provided rhat:

(a) it has obtained prior wrinen approval of the Commission lor irs
c irculation and publication:

(b) the last supplement should be published uithin such time period to bc
prescribed by the Commission: and

(c) the aggregate amounr ofrhe oft'er/issue floated through rranches should not
exceed the total issue size as mentioned in the shelf-prospectus.

(10) Copy oleach supplement ro the prospecrus shall be filed with the registrar on
or before the dare ol its issue. circulation or publication.

(ll) A supplement to the prospectus shall contain such inlormation as may be
prescribed by the Commission and it shall be published in atleast all those newspapers in
which the she lf- prospectus has been published.

(12) ln case of any misstarement or omission of material information from the
supplement to the prospectus, sections 92 and 93 of this Act shall apply mutatis mutandis.

89. Cootents of prospectus.- The Commission may approve a prospectus if it
contains such information and reports as may be prescribed.

90. Expert to be independent.- A prospectus shall not contain a starement
purporting to be made b_,- an expen un less the expert is a person who is not, and has not been.
engaged or interested in the formation or promotion or in the management, ofthe company.

lssuc

62



91. Expert's consent to issue of prospectus containing statement made by
him.- A prospectus that contain a smtement purporting to be made by an expert or to be based

on a statement made by an expert shall not be issued. circulated or published unless -
(a) the expert has given, his wrinen consent to the issue of the prospectus

with the statement in the form and context in which it is included; and

(b) there appears in the prospectus a statement that the expen has given and

has not rvithdrawn his consent.

92. Criminal liabili(v for defective prospectus.- An."" person who -
(a) makes a misleading. incorrect, untrue or deceptive statement in a

prospectus: or
(b) omits inlormation or a staternent frorn a prospectus that this Act or an)

rule or regulation made under this Act. requires to be included in the

prospectus.

commits an offence.

93. Compensation for false or misleading prospectus.- Every offeror. issuer.

director of an offeror or issuer or any person who has signed the prospectus shall be liable to
pay compensation to any person who acquires any of the securities. in reliance upon the
prospectus, to rvhich the prospectus relates and suffers loss in respect ofthem as a result of
an) incorrect. untrue or misleading statement in the prospectus or the omission tiom it ofany
matter required to be included bl or under section 89.

94. Abridged prospcctus.- Notrv ithstand ing the provisions of this Part. a publrc

offer of securities may be made b1 publication of an abridged version of a prospectus (an

abridged prospectus). instead ofa prospectus. if-

(a) a prospcctus is prepared in accordance with section 89 and the
abridged prospectus is prepared in accordance with such

requirements as may be prescribed:

(b) a copy each ofthe prospectus and the abridged prospectus is

submitted to the Commission at the same time for approval and both
the prospectus and the abridged prospectus are approved by', the

Commission:

(c) sufficient copies ofthe prospectus are made available for collection at

the times and places specified in section 88 and the abridged
prospectus: and

(d) the public offer complies with such other requirements as may be

prescribed.

95. Issue of securities outside Pakistan.- No compan.v shallexcept with the prior
approval ofthe Commission issue or list any securities outside Pakistan.
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96. Periodic linancial reporting.- (l) Every listed company shall disclose in a
prescribed timely manner to the public an annual report which shall include its financial
statements, the auditors report and the directors' report.

(2) The annual repon required under sub-section (l) shall contain all material
information relating to the financial condition and operating performance of the company in
the period to which it relates as well as its future development and prospects in the manner
prescribed including but not limited to-

(a) the financial and operating results ofthe company;

(b) companyobjectives:

(c) major share ownership and a description of voting rights;

(d) remuneration policy for members ofthe board and kev executives. and
information about board members, including their qualifications. the
selection process, other company directorships and whether thel are
regarded as independent by the board;

(e) related partv transactions:

(f) loreseeable risk factors:

(g) disclosure of conflict of interest of Board of Directors and senior
management olficcrs:

(h) intemal audit report and number of the meetings of inremal audit
committee and attendance of respective committee members:

(i) description of enforcement and punitive actions taken by regulatory
authority since the last reponing;

(j) issues regarding employees and other stakeholders; and

(k) governance structures and policies, in particular, the content of, any
corporate governance code or policy and the policy and the process by
which it is implementedl

(3) The companl' shall ensure that its annual financial statements give a true and
fair view of its financial position as at the end of its financial year, the financial performance
for the year, the cash tlow statement lor the year and statement on changes in the share capital
ofthe company.

(4) The company shall ensure that its financial statements are audited byan auditor
referred to in clause (iii) of section 2, that is independent of the company;

(5) The company shall ensure-

(a) that the company's financial statements shall contain a sLatement from
its board of director, cerlified by the auditors as to whether the
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company's financial statements are in accordance with [nternational
Financial Reporting Standards adopted in Pakistan;

that Intemational Financial Reporting Standards are applied
consistently in the preparation of the company's financial statements
except where there are reasonable grounds fbr a change in which case

the reasons for such change shall be disclosed in the financial
statements.

(6) The company shall keep such accounting records and documents as are
necessary- in order that the financial statements comply rvith the prescribed requirements.

(7) The company shall disclose to the public such financial statements and interim
report as prescribed by the Commission, in a timely manner which shall contain all material
information relating to the financial condition and operating performance of the company in
the period to $'hich it relates as rvell as its future development and prospects and as set forth
in clauses (a) to O of sub-section (2).

97. Disclosure of price sensitive information.- (l) Except as provided in
sub-section (4), a listed compan) shall disclose to the public forthwith any price sensitive
information relating to the company or its subsidiaries that has come to the compan)'s
knowledge that would be material to an investor's investment decision, including that -

(a) is necessary lo enable the public to appraise the position of the company
and its subsidiaries:

(b) is necessary to avoid the creation or continuation ofa false market in the

securities of the company' (ialse market being defined as an uninformed
market or one which is based on incomplete information); or

(c) might reasonable be expected materially to affect market activity in and

the price of its securities;

(2) A company shall ensure that when disclosing information pursuant to clauses
(a) to (c) of sub-section ( I ) that the means it uses for disseminating information are such that
it equally, timely and effectively provides access to such information by the holders of the
securities ofthe company' and investors.

(3) A company meets the requirements of sub-section (l) when information that
affects the market or a sector ofthe market generally is made public in a manner that would
be likely to bring it to the attention of persons who commonly invest in securities of a kind
whose price or value might be affected by the information.

(4) A compan,,- may, under its own responsibility, delay the public disclosure of
price sensitive information such as not to prejudice its legitimate interests provided that:

(b)

(a) such delav \rould not be likely to mislead public investors;

65



(b) any person receiving the inlormation owes the company a duty of
confidentially, regardless of whether such duty is based on law,
regulations. anicles ofassociation or contract: and

(c) the company is able to ensure the confidentially ofthat information.

(5) [n the event that a company is also traded or listed on a non-Pakistan market or
exchange, the company shall ensure that where inlormation is released to those markets the

same information is released in Pakistan simultaneously.

(6) Without limiting the generalitl' ol this section the listed company shall also
comply with such funher obligations and requirements as may be prescribed.

98. Notification of required disclosure by the Commission or a securities
exchange.- (l) A listed company shall respond promptly upon being informed by the
Comm ission or a securities exchange that there are unusual movements in the price or volume
of its traded securities by promptly disclosing to the public -

(a) details ol'any matter or development of which it is aware that is or ma)'
be relevant to the unusual movements. or

(b) a statement of thc lact if it is not aware of any such maner or
development.

(2) It shall be thc responsibility of rhe listed companJ- to respond promptly, in the

same manner, to an)' ne\4s in the print and electronic media regarding that companl rvhich
may primafacie affect the opinion ol investor or public at large.

(3) Without limiting the general etfect or provisions of this Pan listed companies shall
also comply'rvith such further reporting obligations and requirements as may be prescribed.

99. Power of the Commission to require production of records and documents
concerning listed companies.- ( l) Where -

(a) it appears to the Commission that there are circumstances suggesting that
the business ofa listed company has been or is being conducted -
(i) with intenl to defraud its creditors or the creditors of another

person;

(ii) for a fraudulent or unlawful purpose; or

(iii) in a manner that adversely effects any of its members;

(b) it appears to the Commission that there are circumstances suggesting that
a compan)'was lormed for a fraudulent or unlarvful purpose:

(c) it appears to the Commission that there are circumstances suggesring that
the persons concerned rvith the lormation of a company or the

management of its affairs have in relation to the formation or
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management been guilty of fraud, misleasance or other misconduct
towards it or its members; or

(d) it appears to the Commission that there are circumstances suggesting that
the members ofa company have not been given all the information with
respect to its affairs that they might reasonably expect,

the Commission may give directions -
(i) to the directors or management ofthe company;

(ii) to a subsidiary or an associated company of the company; or

(iii) to a compan) or companies that own or control either
individually or collectively a majority shareholding of the

compant" or have the power to place a majorit-v of directors on the
board of the company or

(iv) where it appears to the Commission that it is in the interest of the

investor or public interest,

requiring lt, at the time and place specified in the directions. to produce the records
and documents specified in the directions.

(2) The Commission may. u'hen acting under sub-section (l), authorize a person,

on producine. if required to do so. evidence of his authority, to require a compan) referred to
in sub-section (l) to produce to him records and documents specified by him.

(3) The Commission or authorized person may require production of records and
documents from a company under this section. the Commission or authorized person may also
require production of those records and documents from a person who appears to the
Commission or authorized person to be in possession of them.

(4) The power under this section to require a company or other person to produce

records and documents includes the power -
(a) if the records and documents are produced -

(i) to take copies ofthem or extracts from them; and

(ii) to require that person or any other person who is a present or
past ofTicer ofthe company or is or was at any time employed
by the company, to provide an explanation ofany of them; or

(b) if the records and documents are not produced, to require the person who
was required to produce them to state, to the best of his knowledge and

belief, where they are.

100. Remedy in cases of unfair prejudice by listed companies.- (l) If it appears
to the Commission from any information, record or other document obtained under this Act or
the rule or regulations made under the Act or any other legislative power, that the affairs ofa
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listed company is being or has been conducted in a manner unfairly prejudicial to the interests
of some or all of its shareholders, the Commission may make an application to the Court for
an order under this section.

(2) If on an application under this section the Court is of the opinion that the
company's affairs are being or have been conducted in a manner unfairly prejudicial to the
interests of its members generall.,- or of some part of the members. whether or not the conduct
consists of an isolated act or a series of acts. the Court ma1,. u.ith a vierv to bringing to an end
the matters complained of -

(a) make an order restraining the carrying out ofthe act or conduct;

(b) order that the company shall bring in its name the proceedings the Court
considers fit against the persons, on the terms, the Court orders:

(c) appoint a receiver of the whole or a part of the companv's propertv or
business and may specify the powers and duties of the receiver or
manager and fix his remuneration; and

(d) make any other order it considers fit whether for regulating the conduct
of the companv's affairs in future or for the purchase of the shares of anv
members of the companv by other members of the company or by the
company and, in the case ofa purchase by the company. fbr the reduction
accordingly of the compan)''s capital or otheru ise.

(3) Where an order under this section makes an aiteration in or an addition to the
constitution of a company. the compan_\ shall not have power without the leave of the Court
to make an) further alteration in or addition to the constitution inconsistent rvith rhe order.

l0l. Power of the Commission to issue directives to listed companies.- Where ir
appears to the Commission thar -

(a) it is desirable for the protection of members or other holders of
securities or in the public interest;

(b) the listed compan;- is in breach oflisting regulations; or

(c) the listed compan) is contravening. has contravened or is about to
contravene or has failed to comply \vith any provision of or
requirement under this Act, any rule or any regulation made, under this
Act or in purported compliance with any such provision or requirement,
has lurnished the Commission with information that is false. inaccurate
or misleading.

the Commission may issue directive to the listed company -
(i) to cease and desist from the breach of this Act or rules or regulations

made thereunder;

(ii) to do or not to do any matter as specified under this Act or rules or
regulations made thereunder; or
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(iii) with regard to or for any'other matter that the Commission considers
necessary in exercise of its powers under this Act or rules or regulations
made thereunder,

and the listed company shall comply with the directive.

102. Duty of directors and others to disclose shareholding in listed company.-
(l) Every person who becomes a director, executive officer, or substantial shareholder ofa
listed company shall give notice in writing to the company

(a) of his beneficial orvnership in the listed equin securities of the company or any
other nature ofsecurities as may be prescribed by the Commission; and

(b) of the amount and description of the securities of the company and date of
acquisition of beneficial orvnersh ip.

(2) A director. executive oflicer or substantial shareholder of a listed company
shall give notice in writing to the compan) ofany ofthe following events -

(a) any change in beneficial ownership mentioned in sub-section (l) and the
notification shall state the number, amount, and description of securities
involved.

(b) An.v- gain referred to in section 105.

(3) The reporting requirement imposed b1-, sub-sections (l) and (2) shall be

fulfilled before the expiration of a period of fifteen da,,-s beginning rr ith the da) on u'hich the

requirement fi rst arises.

(4) For the purposes of sections 102 to I 08 the term "executive officer'' - includes
but not limited to the chief executive, chairman, chief financial officer, secretary, auditor or
any other officer of the company as may be prescribed by the Commission.

(5) For the purposes of sections 102 to 108 beneficial ownership of securities of
any director. executive officer or substantial shareholder (in case ofnatural person) shall be

deemed to include the securities beneficially owned, held or controlled by;

(a) him/her;

(b) the wife or husband ofa director ofa company (not being herselfor
himself a director ofthe company);

(c) the minor son or daughter of a director where "son" includes step-son
and "daughter'' includes step-daughter: and "minor" means a person

under the age of l8 y'ears:

(d) a private company, where such director, executive officer or substantial
shareholder is a shareholder, but to the extent oF his proportionate
shareholding in the private company:
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Provided that "control" in relation to securities means the power to exercise a

controlling influence over the voting power attached thereto.

Provided lunher that in case the substantial shareholder is a non-natural person, only

those securities will be treated beneficially owned by it, which are held in its name.

103. Register ofdirectors' interests notified under section 102.- (l) Every listed

company shall keep a resister for the purposes of section 102 in the form approved by the

Commission.

(2) Whenever a compan)'receives notification from a director, erecutive officer or
substantial shareholder pursuanl to section 102, the company' shall enter in the register.

against name of the respective director, executive officer or substantial shareholder' the

information received and the date of the entr) .

(3) Whenever a listed company is notified of any matter in consequence of
requirement imposed by section 102 ( l), the company shall notify it to the Commission,
within fifteen days of the receipt of the information. showing therein name of director.

executive officer or shareholder, date of appointmenVacquisition of beneficial ownership and

number of shares held b-v him.

104. Notification to the Commission of directors and others' interest.- (l)
Everv director. executive officer or substantial shareholder ofa listed compan)'shall submit to

the Commission in the prescribed lbrm:-

(a) a statenrent ol beneficial ounership in thc listed equit-'- securities ol the

compan\ or an! other nature of securities as ma1- be prescribed by the

Comm ission:

(b) the particulars ofany change in the interest aforesaid: and

any change in his position.

The reporting requirement imposed by sub-sections ( l) shall be fulfilled before

ofa period offifteen days beginning with the day on which the requirement

(c)

(2)
the expiration
first arises.

(3) For the purposes of section 102 to l08. "equity securitv" means any stock or

transferable share (prefened or common) or similar securify representing ownership: any

security convertible. with or without consideration, into such a security. or carrying anr

warrant or right to subscribe to or purchase such a security; any such warrant or righr itself:

and such other security as may be prescribed by the Commission.

105. Trading by directorsand others.- (l) For the purpose of preventing from

indulging in trading where any director- executive olficer or substantial shareholder ofa listed

company irrespective of any intention makes any gain computed in the prescribed manner, by

the purchase and sale, or the sale and purchase. of any beneficially owned listed equity

securities of same class, or any other nature of securities as may be prescribed by the
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Commission, within period of less than six months, such director, executive officer or
substantial shareholder shall ;

make a report to the Commission in the prescribed form before the
expiration of a period of fifteen days beginning *ith the day on which the
gain accrues: and

tender the amount of such gain to the company within the period of sir
months of th€ accrual of gain and simultaneously send an intimation to this
effect to the Commission.

Provided that nothing in this sub-section (l) shall apply to any nature of
acquisition as may be prescribed by the Commission.

(2) The Company upon receipt ofthe amount of gain shall send intimation to this
effect to the Commission before the expiration of a period of fifteen days beginning with the

day on which it receives the gain.

f06. Recovery of gain by the Company.- (l) Where a director, executive officer
or substantial shareholder fails or neglects to tender the gain to the company within the period
mentioned in section 105, the company within thiny days ofthe expiry ofthe said period or
within thiny days of the knowledge of the accrual of the gain (on the basis of information
received under section 102 andior other sources) whichever is later shall raise demand under
intimation to the Commission for recoven of the gain:

Provided that burden ofproofol service/delivery of the demand notice rvill be upon
the compan).

(2) Such director, executive officer or substantial shareholder shall tender the gain
to the company or in case ofdifference ofopinion respond. within thirty days ofthe receipt of
the demand, under intimation to the Commission.

Provided that in case ofany dispute in the mafter ofaccrual and/or amount ofgain, the
company along with viewpoints shall reler the matter to the Commission, within thirt-v days of
the arising ofthe dispute. The Commission after providing an opportunity of being heard shall
decide and issue directive in the mafter.

(3) The Company upon receipt of the amount of gain shall send intimation to this
effect to the Commission before the expiration of a period of fifteen days beginning with the
day on which it receives the gain.

107. Directive by the Commission.- (l) Where within the period prescribed in section 105,

a director, executive officer or substantial shareholder fails or neglects to tender, or fails or
neglects to respond to the demand raised by the company or the company fails to raise
demand in the manner prescribed in section 106, the Commission may by order in writing
direct such director, executive offlcer, or substantial shareholder to tender the gain to the
company.

(2) The directive for tendering ol gain will be in addition to any penalr_v which
may be imposed upon the company or director, executive officer, or substantial shareholder

(a)

(b)
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under this act upon contraventions or t'ailure to complv ivith any provision of section 105 or
section 106.

(3) The Commission may direct the manner in which the tendered/recovered
amount of gain may be used by company for the benefit of small shareholders-

(1) ln the event ofcontravenes or failure to comply with any provision ofsection
102, 103, 104, I05. 106. 107 and 108 of the Act the Commission may by order in writing
direct.-

(a) in the case olan individual. to pal b1 *ay of penalty such sum which
ma),extend to five hundred thousand rupees and to a further sum which
ma) e\tend to one thousand rupees per day lor every da1' during which
the defau lt continues.

(b) in the case ofa companl'. on the company. and everv director or oificer
of the company rvho is knowingly and rvillfully in default. to pay- by u'ay

of penalty such amount rvhich may extend five hundred thousand rupees
and to a further amount which ma1" extend to one thousand rupees per

day for every day during rvhich the default continues.

(5) In addition to any penalty imposed under sub-section (3) the Commission shall
impose a penalty on any person who contravenes or fails to comply with an.'. provision of
section I05 or section I06 uhich ma) extend to tu,o times ofthe gain made.

(6) An) person rvho obstructs or contravenes or does not comply with any order or
direction given under section 106 or section 107 commits an offence and shall be liable to
pa1 b1 rra1 of penaltl such amount rrhich mal extend to ten million rupees.

108. Notilication to the Commission of prescribed information:,- (l) Everl' listed
company, once in each year, prepare in the prescribed manner and file with the Commission a

retum containing the prescribed information.

(2) The retum referred to in sub-section (l) shall be filed with the Commission
within fortl' five days from the date of the annual general meeting held in the year or, where
no such meeting is held or if held is not concluded, from the last day of the calendar year to
which it relates.

PART IX
TAKEOVERS

109. Takeover offers.- (l) In this Act, the expression "takeover offer" means an

off'er to acquire voting shares directly or indirectly by or on behalfofa person-

of all the shares or all the shares of any class or classes. in a listed
compan) ("the target company") other than shares which at the date of
the offer are already held by the acquirer or his nominees, being an

offer on terms which are the same in relation to all the shares to which

(a)
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the offer relates or, where those shares include shares of different
classes, in relation to all the shares ofeach class; or

(b) such shares in the target company which results in the acquirer
acquiring effective control of the target company.

(2) For the purposes of sub-section (l), "acquiring effective control'' means the
acquiring ofshares in a target compan) u'hich (together *ith shares. if any', already held b1'

the acquirer or b1 an;' other company that is deemed by virtue of section I l0 to be related to
the acquirer) carr.v the right to exercise or control the exercise of, not less than twenty five per
cent ofthe rights aftached to the voring shares ofthe rarget compan).

I10. When companies deemed to be related,- Where a company -
(a) is the holding company ofanother companyl

(b) is the subsidiary ofanother company: or

(c) is a subsidiary' of the holding company ofanother company,

that first-mentioned company and that other company shall for the purposes of this
Part be deemed to be related to each other.

lll. Conduct of takeovers.- (l) Thc Commission shall make regulations with
respect to the making and conduct of takeover offers and matters incidental and connected
therewith.

(2) \\'ithout prejudice to the generalitl' of sub-section (l), rhe Commission ma)
make regulations for or u,ith respect to -

(a) the form. manner, timing and submission of offers;

(b) announcements;

(c) independent advice to shareholders;

(d) the obligations ofdirectors:

(e) the standard ofcare and responsibility':

(f) the timing and content ofdocuments;

(g) the olfer timetable:

(h) asset valuations and offer pricing:

(i) restrictions on trading before and during the offer;

(j) securitv to ensure completion ofa takeover offer;

(k) mandrtoi offers. ol-fer size and acquis!tion:
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(l) squeeze outs;

(m) competitive bidsl

(n) conditionaloffers;

(o) investigation of the conduct of securities brokers, securities advisers,
officers ofthe acquirer and the target company and all other parties to the
offer:

(p) directions b1'the Commission to any of the parties to the offer where the
Commission considers it appropriate in the interests of fairness or
equaliry of treatment;

(q) the exemption from anl of the requirements of this Act or ol an,u-,

regulation made by the Commission under this Act. where the
Commission considers it appropriate in the circumstances of a particular
case:

(r) the creation ofoffences and imposition ofpenalties; and

(s) any., other matter that the Commission considers necessary to ensure the
proper conducr of takeovers.

(3) No person shall make or pursue a rakeover of'fer except under and in
accordance with regulations made by- the Commission.

(4) The regulations made b.v- the Commission under this section shall nor apply to
a scheme of arrangement or reconstruction including amalgamation. merger or demerger
under any law for the time being in force or any other transaction exempted by the
Commission under its regulations.

PART X
INSIDER TRA-DING

ll2. Application of this Part.- The provisions of this Pan shall apply to listed
securities traded by listed companies and insiders described in section I 15.

l13. Prohibition of insider trading.- (l) No person shall indulge in insider
trad ing.

(2) lnsider trading shall include.-
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(a) an insider person transacting any deal. directly or indirectly, using
inside information involving listed securities to which the inside
information pertains or using others to transact such deals;

(b) any other person to whom inside information has been passed or
disclosed by an insider person transacting any deal, directly or
indirectly, using inside information involving listed securities to rvhich
the inside information pertains or using others to transact such deals;

(c) transaction by any person as specified in clauses (a) and (b) or any'

other person who knows or ought to have known under normal and
reasonable circumstances, that the information possessed and used for
transacting any deal is inside information;

(d) an insider person passing on inside information to any other person or
suggesting or recommending to another person to engage in or dealing
in such listed securities with or without the inside information being
disclosed to the person who has dealt in such securities

The following shall not be deemed as insider trading:

(a) any transaction performed under an agreement that was concluded
before the time ofgaining access to inside information: or

(b) the disclosure of inside information by an insider person as required
under law.

(4) No contract shall be void or unenforceable by reason only ofan offence under
this section.

I l{. Inside information.- The expression "inside information" means -

(a) information which has not been made public, relating, directly or
indirectly, to one or more issuers of listed securities or to one or more
listed securities and which, if it were made public, rvould be likely to
have an effect on the prices ofthose listed securities or on the price of
related listed securities;

in relation to derivatives on commodities, inlormation which has not
been made public, relating, directly or indirectly, to one or more such
derivatives and which are traded in accordance with accepted market
practices on those markets;

in relation to persons responsible for the execution of orders
concerning listed securities, inlormation which is conveyed by a client
to such person and related to the client's pending orders;

Information regarding decision or intentions of a person to transact any
trade in listed securities..

115.  Insiders.‐ Insiders shall inc lude -

(a) any sponsor! executive officer or director of an issuer of listed
securities;
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(b)

(C)

(d)

(C)

(0

ｇ
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any sponsor, executive officer, director or partners of a legal person or
unincorporated business association, in which the issuer holds a share
or voting rights, directly or indirectly, oftwenty-five per cent or more:

any sponsor, executive officer, director or partner of a legal person or
unincorporated business association who holds. directly or indirectly. a

share or voting rights of ten per cent or more in an issuer of financial
instrumentl

an) sponsor, executive officer. or director ofan organization that has
been engaged in the placement of securities or the public offer of
securities, as well as any cmployee of the issuer or an organization
participating in the issuing and marketing who has had access to insider
information during his employment, for a period of one year after
leaving emplol,ment:

any person holding a share, directly or indirectly, which enables him ro
appoint director on the board, of ten per cent or more in the capital of
an issuer offinancial instruments;

any sponsor. e-yecutive officer, director ofa credit institution in which
the issuer offinancial instruments has an account:

anv person obtaining inside information as part of his employment or
when discharging his usual duties in an official capacitv- or in an1 other
wav relating to work peribrmed under contract of emplo)ment or
othen\ ise:

any person obmining inside information through unlawful means:

spouse, minor children including step children partner or nominee ofa
person referred to in clauses (a) to (h); and

any person obtaining information or advice to trade in a securiry from
any person refened to in clauses (a) to (i) .

Listed companies responsibilities to disclose inside information.- ( I)

(h)

0)

116.

Whenever a listed company or a person acring on their behalf, discloses any inside
information to any third party in the normal exercise of employment, profession or duties,
complete and effective public disclosure of that information must be made simultaneously:

Provided that the provisions shall not apply if the person receiving the information
olles a duty of confidentiality, regardless ofwhether such dut_v is based on a law. regulations.
articles of association or contract.

(2) Listed companies or persons acting on their behalf, must maintain a list of
persons employed, under contract or otherwise in the prescribed manner, who have access to
inside information. These companies and persons acting on their behalf shall regularly update
this list and send it to the Commission whenever required by the Commission e.
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(3) Listed company shall in the list of persons that have access to insider
information state that the persons listed have acknowledged the requirements of this Part
related to the prohibition to conclude transactions with the use of inside information (and to
advise the persons to whom they provide inside information).

(1) Withour prejudice to the provisions of section 152, the Commission shall
through regulations regulate persons who produce or disseminate research concerning
financial instruments or issuers of financial instruments and persons who produce or
disseminate other information recommending or suggesting investment strategy, intended ior
distribution channels or for the general public.

(5) The regulated market shall adopt structural provisions, operating procedures,
and surveillance techniques to detect and prevent insider trading and market abuse practices
according to the regulations made hereunder.

PART XI

ttl. Farse trading ","JIl1yl|ffJ,l"lY:H"..- (r) No person shau creare
or cause to be created or do anything that is calculated to create, a lalse or misleading
appearance of active trading in securities on a securities market or a false or misleading
appearance with respect to the price ofsecurities on the securities market.

(2) Without limiting the general nature of u,hat constitutes a false or misleading
appearance of active trading under sub-section ( I ). a t-alse or misleading appearance of active
trading in securities is created lor the purpose of this section ifa person

(a) enters into or canies out. directly or indirectly, any transaction for the
sale or purchase of securities that does not involve a change in the
beneficial ownership of them or offers to do so;

oflfers to sell securities at a price that is substantially the same as the
price at which he has made or proposes to make or knows that an
associate of his has made or proposes to make, an offer to buy the same

or subslantially the same, number of them; or

(c) offers to buy the securities at a price that is substantially the same as the
price at which he has made or proposes to make or knows that an

associate of his has made or proposes to make, an olfer to sell the same
or substantially the same, number of them.

1lE. Market manipulation.- ( l) A person shall commit an offence if.-

(a) he places an order, enters into or carries out, directly or indirectly any
transactions, in the listed securities of a company that by themselves or in
conjunction with any other transaction -

(i) increase or are likel,v to increase, their price with the intention
of inducing another person to purchase or subscribe for or to

(b)
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refrain from selling. securities issued by'the same company or a

related company;

reduce or are likely to reduce, their price with the intention of
inducing another person to sell or to refrain from purchasing,
securities issued by the same company or a related companv;

(iii) stabilise or are likely to stabilise. their price with the intention
of inducing another person to sell, purchase or subscribe for or
to refrain from selling. purchasing or subscribing for, securities
issued by the same company or by a related company; or

(iv) has the effect of misleading investors who trade in securities on
the basis of c losing prices.

(b) he. for the purposes of inducing. dissuading, effecting, preventinu or in
any manner influencing or turning to his advantage. the sale or purchase ofan1,
security, directly or indirectly do any act or practice or engage in a course of
business. or omit to do any act which operates or would operate as a fraud,
deceit or manipulation upon any person, in particular-

make an1' fictitious quotation:

create a talse and misleading appearance of active trading in
anv securitr';

(iii) effect an)' transaction in such security which involves no

change in its beneficial ownership;

(iV) enter into an order or orders for the purchase and sale ol
security which will ultimatel.v cancel out each other and will not

result in any change in the beneficial ownership of such

securitl l

directly or indirectly effect a series of transactions in an1

security creating the appearance of active trading therein or of
raising of price for the purpose of inducing its purchase by

others or depressing its price for the purpose of inducing its sale

by others;

being a director or an officer of the issuer of a listed equitl'
security or a beneficial owner of not less than ten per cent of
such security who is in possession of material facts omit to

disclose any such facts while buying or selling such securify.

(v)

(Vi)

78



l19. Fraudulently inducing trading in securities.- A person shall commit an

offence if he induces or attempts to induce another person to subscribe for, sell or purchase

securities -
(a) by making or publishing any statement, promise or forecast that is false.

m isleaCing or deceptive;

(b) by any concealment of material facts: or

(c) by recording or storing in or by means of. anl mechanical. electrical or
other device, information that is lalse or misleading in a material
panicular.

120. Employment of fraudulent or deceptive devices.- A person shall commit an

offence ifhe, directll or indirectll'. in connection with any transaction with anr other person

involving the subscription for. the purchase or sale ofsecurities -
emplo.v..s an1 device. scheme or artifice to defraud that other person;

engages in any act, practice or course of business which operates as a

fraud or deception or is likely to operate as a fraud or deception. on that

other person; or

makes any untrue statement of a matter of lact or omits to state a

material fact necessary in order to make the statements made in the

light of the circumstances under which the) llere made. not misleading.

l2l. False or misleading statement inducing securities transactions.- ( l) A
person shall commit an ollence if he, directly or indirectly, for the purpose ofinducing the

subscription tbr. sale or purchase ofsecurities by others, ofany listed company or to maintain.

increase, reduce or stabilise the price of its securities. makes with respect to those securities or
with respecr to the operations or the past or future performance ofthe company -

(a) any statement or disseminates infbrmation through the media which is.

at the time and in light of the circumstances in which it is made. false or
misleading with respect to any material fact and r+'hich he knows or has

reasonable grounds to believe to be false or misleading; or

(b) any statement or disseminates information through the media which is'

by reason of the omission ol a material fact. rendered false or

misleading and which he knows or has reasonable grounds to believe is

rendered false or misleading by reason olomission ofthat fact.

(2) A person commits an oflence if he. directly or indirectly' takes advantage of
occasional or regular access to the traditional or electronic media by voicing an opinion about

securities while having previousll raken positions on that securities, rvithout having

simultaneously disclosed that conflict of interest to the public in a proper and effective way.

(a)

(b)
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PART XII
SIJPER\ISION AND INVESTIGATION

122, Power of the Commission to call for information.- ( l) Notwithstanding
an).thing contained in any other law for the time being in force, the Commission may, by

notice in writing, require any person to fumish it \yith such information as it may require
during the course of inquiry, inspection or investigation and for the purposes thereof, rvithin
such time and verified in such manner as it ma1'specifi'.

(2) The Commission may bl notice in rvriting requlre any person to appear before

it or a Commissioner or an officer authorized by rhe Commission or produce such record and

documents as are required by the Commission.

(3) Every person required under sub-section (2), -
(a) shall be bound to ansrver all reasonable questions put to him and state the

truth: and

(b) may be asked to make a statement ofthe facts which shall be reduced into
rvriting and signed by him or aflked r.r'ith his signature or thumb print.

(4) A Commissioner or an employee to whom any of the functions or powers of
the Commission have been delegated under this section may. for the purposes of a

proceeding. requ ire anvone.

to produce before him. and to allou to be examined and kept. anr books.
accounts or other documents in the custodv or under the control of such
person. being documents relating to an) mater the examination of *hich
mar be considered necessar,v for disposing of the proceedings by such

Comm issioner or officer; and

to furnish such information and documents in his possession relating to any
matter as may be necessary fbr the purpose ofthe proceeding,

(5) The duty to supply information under this section applies not$'ithstanding any

other enactment or law in Pakistan.

(6) An) person who does not provide information required by the Commission
commits an offence and is liable to be punished under this Act.

123. Inspection.- (l) For the purpose of ascertaining whether a person who is

or at any time has been. a licenced person is complying or has complied with any provision of
or requirement under this Act or of any rule or regulation made under this Act or the terms

and conditions of his licence. the Commission may-, from time to time inspect any record or

document relating to the business to which the licence applies.

(2) The Commission may through a written order authorize any person (the

"authorized person") to exercise the powers of the Commission under this section.

(a)

(b)

(3) In the exercise ofhis powers under this section, an authorized person may -
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forcibly enter the premises ofthe licenced person:

require the licenced person or any other person whom he believes is in
possession of or has under his control. any record or document refened
to in sub-section ( l), to produce it to him:

make inquiries ofa licenced person or an)- other person whom he has
reasonable cause to believe has information relating to any record or
document. relerred to in sub-section ( | ), conceming any such record or
document or concerning anv transaction or activit) which xas
undertaken in the course of or which may affect, rhe business
conducted by the licenced person; and

inspect and make copies or take extracts fiom. and where necessan
take possession of. such documents.

(4) For the purpose ofan inspection under this section, the licenced person or other
person mentioned in sub-sectlon (3) shall afford to an authorized person access ro rhe records
or documents as may be required for the inspection. and shall produce to the authorized
person such records or documents as he mav require.

(5) An\ person who. without reasonable excuse. fails to comply with a

requirement imposed on him b1.an authorised person under this section commits an of]'ence
and is liable to be penalized under this Act.

121. lnvestigation.- 1 l) Where the Commission has reasonable cause ro believe.
either on its own motion or as a result of a complaint received. that -

(a) an offence has been committed under this Act or under any rule or
under any regulation made under this Act or is about to be commined:

a licenced person ma)- have or is about to engaged in defalcation. fraud.
misfeasance or other misconduct in connection with his Iicenced
activity; or

(c) the manner in which a licenced person has engaged or is engaging or
about to engage in his licenced acrivit! is nor in the interest of the
customer or the public interest.

the Commission may in writing direct one or more of its emplovees or one or more
other persons ("the investigator") to investigate any of the matters refened to in clauses (a).
(b) or (c) and to report the results ofthe invesrigation to the Commission.

(2) Any person who is reasonably believed or suspected by the investigator
to have in his possession or under his control any record or document relevant to an
investigation under this section or who is so believed or suspected of otherwise having such
information in his possession or under his control shall-

(a)

(b)

(d)

(b)
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(a) produce to the investigator. within the time and at the place as the
investigator requires in writing, any record or document specified b1'

the investigator rvhich is or may' be, relevant to the investigation. and

which is in his possession or under his control;

if required by the investigator, give the investigator an explanation or
further particulars in respect ol any record or document produced
under clause (a):

anend before the investigator at the time and place the investigator
requires in writing. and ansrver under oath administered b) the

investigator truthfully and to the best of his abilitv all questions relatinl
to Ihe matters under investigation as the investigator may put to him:
and

give the investigator all assistance in connection rvith the investigation
which he is reasonabll'able to give. including responding to an\ written
question b) the investigator.

A person commits an offence if. he -
fails to produce any record or document required to be produced under
clause (a) ol sub-section (2):

f'ails to compll as required under clause (b) of sub-section (2):

t'ails to anend before the investigator as required under clause (c) of
sub-section (2)t

fails to answer a question put to him by the investigator under clause
(c) ol subsection (2) or gives a lalse or misleading answer or who in
giving an answer recklessly makes a false statement or omits material
information known to him: or

(e) fails to comply with clause (d) of sub-section (2).

and shall be liable to be punished under this Act.

125. Destruction of documents.- A person who destroys, falsifies. conceals or
disposes of or causes or permits the destruction, falsification. concealment or disposal of, any

document, which he knows or ought to know is relevant to an inspection under section 123 or
an investigation under section 12,1, commits an offence.

126, Powers of the investigator in relation to investigations.- ( I ) The investigator
shall, for the purposes of investigations. have the same powers as are vested in a coun under

the Code of Civil Procedure. 1908 (Act V ol I 908), while trying a suit. in respect of the

following matters, namely: -

(b)

(C)

(d)

(a)

(b)

(d)
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(a)

(b)

(c)

Summoning and enforcing the attendance of any witness and

examining him on oath or afTirmation:

compelling the discovery or production ol any document or other
material objecU

receivins evidence on affidavit: and

(d) issuing commissions for the eramination of witnesses and documents.

(2) Any person who contravenes the requirements of clause (a), (b) or (c) of sub-

section (l) and if such contravention is deliberate the investigator mal make an application to

the Court for attachment of his propeny or require him to furnish security for his appearance.

(3) An1- proceeding before the investigator shall be deemed to be a judicial
proceeding * ithin the meaning of sections | 93 and 22 8 of the Pak istan Penal Code. I 860 lAct
XLV of I860).

(4) Any contravention of or non-compliance rvith any orders or directions of the

investigator exercising powers under sub-section (l) shall be an offence punishable under sub-

section (6) of section 143.

PART XIII
POWERS OF INTERVENTION B}'COM}IISSION IN Rf,LATION TO LICENSED

PERSONS

127. Scope ofpowers under this Part.- (l) The powers confened on the

Commission under this Part may be exercised in relation to any licensed person if it appears to

the Commission that -
(a) the exercise of the powers is desirable lor the protection of customers

or in the public interesti or

he is not a fit and proper person to be a licensed person; or

the licensed person has contravened or failed to comply with an)
provision ofor requirement under this Act, any rule or any. regulation
made b,,- the Commission under this Act or, in purponed compliance
with any such provision or requirement. has furnished the Commission
with inlormation that is fhlse. inaccurate or misleading.

(2) The Commission fbr reasons to be recorded ma: suo muto exercise its powers

conferred in section I 28. 129 or 130.

(3) For the purposes of this section, the Commission may take into account any

matters that could be taken into account in deciding whether to suspend or revoke a licence
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(4) The powers conferred on the Commission by this Part may be exercised in
relation to a person whose licence has been suspended or revoked or other punitive actions has

been taken against him, whether or not the suspension or revocation or other punitive actions

taken is the subject ofappeal.

l2E. Restriction ofbusiness.- (l) The Commission may prohibit a licensed person

and/or its customer(s) from doing any one or more ofthe following -
(a) entering into:

(i) transactions of a specified description or olher than of a

specifi ed description: or

(ii) transactions in specitied circumstances or other than in

spec ified c irc umstances: or

(iii) transactions to a specified extent or other than to a specified
extent:

(b) soliciting business from persons of a specified description or lrom
persons other than of a specified descriptioni or

(c) carrying on business in a specified manner or other than in a specitied
manner.

(2) A prohibition under this section ma].' relate to transactions entered into in

connecrion with or fbr the purposes of the regulated activit) or to other business that is canied
on in connection with or for the purposcs ofanl such regulated actir ity.

129. Restriction on dealing l'yirh properrl-.- The Commission may after recordins
reasons in writing. as regards an1' propert) whether in Pakistan or elsewhere and whether it is
the propert! of a licensed person not -

(a) prohibit a licensed person from disposing olsuch property or prohibit
him from dealing with it in a specified manner or other than in a

specified manner; or

(b) require a licensed person to deal with such propert; in, and only in. a
specified manner.

130. Maintenance of properQ".- ( l) The Commission may- require a licensed

person to maintain in Pakistan propert;' of such value as appears to the Commission to be

desirable with a view to ensuring that the licensed person will be able to meet his liabilities in
respect of his regulated activity-.

(2) The Commission may direct that. fbr the purposes of any requirement under

this section, property- of any specilied class or description shall or shall not be taken into
account.
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13l. Rescission and variation of prohibition or requirement.- The Commission
may, either of its own motion or on the application ofa licensed person and/or ils customer(s)
on whom a prohibition or requirement has been imposed under this Part. rescind or vary the
prohibition or requirement if it appears to the Commission that it is no longer necessary for
the prohibition or requirement to take effect or continue in lorce or. as the case may be. that it
should mke effect or continue in force in a different form.

132. Notices.- (l) The po\\er to impose. rescind or var) a prohibition or
requirement under this Part shall be exercisable br written notice served by the Commission
on the Iicensed person concerned. and any such notice shall take effect on such date as is
specified in it.

(2) If the Commission retuses to rescind or !ar) a prohibition or requirement on

the application of the licensed person to whom it applies. it shall serve notice on him to that
effect.

(3) A notice imposing a prohibition or requirement. varying a prohibition or
requirement otherwise than on the application ofthe licensed person to whom it applies. and

any notice under sub-section (2), shall state the reasons for which the prohibition or
requirement has been imposed or varied or. as the case may require. why the application tbr
variation or rescission was refused.

(1) The Commission may' give public notice of any prohibition or requirement
imposed b1 ir under this Pan and ofany'rescission or variation thereof. and anl such norice
may. if the Commission considers necessarr. include a smrement of the reasons lor the
prohibition. requirement. rariation or rescissiun.

133. \!'inding u p orders.- ( I ) In thc case of a licenced person uhich is a

company. if it appears to the Commission lhat it is desirable tbr the protection of custorners
Ihat the company should be wound up under the Companies Ordinance. 1984 (Xlvll of
1984). the Commission mav present a petition for it to be wound up under that Ordinance on

the ground that it is just and equitable that it should be wound up. and that Ordinance shall
apply to such petition as it applies in relation to a petition presented under that Ordinance.

(2) Notwithstanding anything contained in the Companies Ordinance. 198.1

(XLVll of 1984), a licensed person shall not file a petition for winding up unless it satisfies
the Commission in the manner prescribed that ir has settled all outstanding investor claims
and has obtained prior approval of the Commission and the Commission ma). in the interest
ofthe public or interest of investors. impose such conditions as it deem appropriate.

(3) The Coun shall not entertain an)'petition under sub-section (2) lor winding up

nor an;' winding up proceedings shall deem to have commenced unless it is certified bl the

Commission that all duly,verified ourstanding claims against such licensed person have been

satisfied.

13,1. Orders of Court.- ( l) \tr here. on the application of the Commission. it
appears to the Court that a licenced person has contravened any provision of this Act or any
condition of his licence or is about to do an act that, if done, would be such a contraYention,
the Court may, without prejudice to any order it rvould be entitled to make otherwise than

pursuant to this section, make one or more ofthe following orders -



(a) an order restraining the licenced person from acquiring, disposing ofor
otherwise dealing with any property specified in the order;

(b) an order appointing a person to administer the property ofthe licenced
person:

(c) an order declaring a contract to be void or voidable;

(d) for the purpose of securing compliance with any other order under this
section. an order directins a Iicenced person to do or refrain lrom doing
any act specified in the order: or

(e) any ancillarl order which the Court considers necessary in consequence
ofthe making ofany other order under this secrion.

(2) The Court mar. belore making an order under sub-section 1l). direct that
notice ofthe application be given to such persons as it considers fit or direct that notice olthe
application be published in such manner as it considers t'ir or both.

(3) The Court may, of its orvn motion or on the application of an interested party,
reverse. varv or discharge an order made b1- it under this section or suspend the operation of
such an order.

PART XIV
DISCIPLINE OF LICENSED PERSON

135. Disciplinar.v action in respect of licensed person.- (1) Subject to secrion
li9. rvherc -

(a) a licensed person is or was at any time, guilty ofmisconduct; or

(b) the Commission is of the opinion that a licensed person is not a fit and
proper person to remain a Iicensed person,

the Commission may exercise such of the following powers as it considers
appropriate in the circumstances of the case -

(i) suspend his licence. whether in relation to all or any of its
activities for which he is licenced, for such period or until the
occurence of such event as rhe Commission may specif,v-: or

(ii) cancel his licence, whether in relation to all or any of the its
activities for which he is licensed: or

(iii) publicly or privately' reprimand the Iicensed person.

(2) Subject to section 139. where a licensed person is or was at any time, guilty of
misconduct, the Commission may make one or more of the fbllowing orders, separarely or in
addition to an.!- power exercisable under clause (i). (ii) or (iii) of sub-section (l) that the
licensed perscn sh:!!pa;. b; rrar ofpenrlti. -
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such sum not exceeding fifty million rupees;

to the Commission, such sum not exceeding the amount of an-'- prolit
gained or loss avoided b;.' the licensed person as a result of the

misconduct in question:

ro the Commission. a sum appropriate to reimburse the Commission for
the costs and expenses it has reasonably incurred in relation or
incidental to the investigation ofthe Iicensed person's conduct.

(3) A licensed person ordered to make a parment under sub-section (2) shall pa1

the sum ordered to the Commission uithin fifteen day's or such further period as the

Commission may specily b1'notice under section 139. after the order has taken effect.

(4) A licensed person commits an offence il he lails to comply' with an order under
sub-section (2).

(5) In this section "misconduct" means -
a contravention of an1 of the provlsions of this Act. the rules.
regulations made b1 the Commission or regulations made under this
Act:

a contravention ofan) ol the terms or conditions ola licence granted
under th is Act:

failure to compl;- rrith a direction of the Commission; or

an act or omission b,". a licensed person in relation to his activity rvhich.

in the opinion of the Commission. is or is likely to be prejudicial to the
public interest.

and the expression ''guiltv of misconducf' shall be construed accordingly.

(6) For the avoidance of doubt. an1- disciplinary action taken by the Commission
under this section or section 137 shall be without prejudice to an) other action, whether civil
or criminal. that may be taken against the licensed person in respect ofthe same conduct.

(7) ln determining whether a licensed person is a fit and proper person lbr the
purposes of clause (b) of sub-section (l). the Commission shall have regard to the matters
specified in section I 36.

136. Determination of "fit aDd proper".- ( I ) Subject to sub-section (2) the
Commission shall prescribed the fit and proper criteria for licensed person or in case of
company, member of the board of directors and senior management olficers of licensed
person.

(2) ln considering whether a licensed person. in case ofcompany, member of the

board ofdirectors or senior management officers is fit and proper person for the purposes of
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rhis Act, the Commission shall. in addition to an) other matter that the Commission may
consider relevant, have regard to -

(a) the financial status or solvencv;

(b) the educational or other qualification: or experience;

(c) the ability'to carr)'on their activity competentl), honestly and fairly:
and

(d) the reputation. character, reliability and financial integrity. of-

(i) where rhe licensed person is an individual. the individual himself:
or

(ii) where the licensed person is a companv. the companv and an)
offlcer of the compan).

(3) Without limitine the generality of sub-section (2). the Commission may. in
considering whether a Iicensed person is a fit and proper person. take into account -

(a) an) inlormation in the possession of the Commission whether provided
bl the licensed person or not. relating to -
(i) an\ person r\ho is to be employed by'. associated rvith or rvho

will be acting tbr or on behallof. the licensed person lbr thc
purposes of his regulated activity:

(ii) uhere the licensed person is a company in a group of
companies-

(a) an) other companv in the same group ofcompanies: or

(b) an)' substantial shareholder or officer of the company or
anv compan)'referred to in sub-sub-clause (a):

(b) whether the resulated person has established effective intemal control
procedures and risk management systems to ensure his compliance with
al I appl icable regu lator.., requirements appl icable to h im :

(c) the state of affairs of any other business which the licensed person

canies on or proposes to carry on.

(4) ln sub-clause (ii) ofclause (a) ofsub-section (3), "group ofcompanies" means

any two or more companies one of which is the holding company of the other or others as the
case may be.

137. Other circumstances for disciplinary action in respect of licensed persons.-
(l) Subject to section 139, the Commission may cancel the licence. whether in relation to all
or anl,ofthe activities lo:- u,hich he is licenced. or suspend his licence, rvhethe:'in relation to
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all or any ofthe activities for u'hich he is licenced, for such period or until the occurrence of
such event as the Commission may specify, il-

(a) where the licensed person is an individual, he -
(i) is shorvn by certifred medical evidence to have become mentally

or physically incapable of performing the activities to which the

licence relates:

(ii) has been adjudged a bankrupt. in Pakistan or elservhere:

(iii) has been adjudged as a defaulter in repavment ol-a loan in a sum

exceeding one hundred thousand rupees by' a court of competent
j urisd iction;

(iv) is convicted. wherher in Pakistan or elsewhere. of lraud or other
oft'ences involving dishonesty :

(v) is in breach of this Act. any rule or any regulation made by the
Commission or a securities exchange under this Act:

(vi) contravenes or fails to compll with anl condition applicable in
respect ol the licence:

(vii) fails to comply with a direction olthe Commission:

(!iii) tails to proride the Commission *ith information required or
provides false or misleading intbrmation:

(ix) ceases to can) on the business tbr rvhich he is licenced:

(x) is the holder of a represenutive's licence and the licence of the
principal to whom he is accredited is cancelled or suspended; or

(xi) b,," reason olany other circumstances, is no longer a fit and proper
person to hold a licence;

(b) rrhere the regulated person is a compan) -

(i) the compan_\ goes into liquidation or is ordered to be wound up:

(ii) a receiver of all or a substantial part of the property of the
compan) is appointed:

(iii) the company ceases to carr-v on the business for which it is

licenced:

(iv) the Commission has reason to believe that the compan) or any of
its directors or employees. has not performed his duties honestly
and fairly':
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(v) the company contravenes or fails to comply rvith any condition
applicable in respect ofthe licence;

(vi) the company is in breach of this Act. any rule or any regulation
made under this Act;

(vii) fails to comply with a direction of the Commission:

(viii) faiis to provide the Commission with information required or
provides false or misleading information: or

(ix) b1 reason of an1' other circumstances, the compan)' is no longer a

fit and proper person to hold a licence.

(2) \f'here the Commission suspends a licence under this section. the suspension
shall be for a period not erceeding three months: provided that the Commission ma-v. if it
considers it necessarl- extend the suspension lor such other period as mal be specified by the

Commission at the expiLl of'rvhich the Commission shalleither litt the suspension or proceed
to cancel the licence. as it deems appropriare.

(3) The licence of a person shall be deemed to be suspended if he fails to pa)' the
prescribed annual fee and. subject to sub-section (.1). the suspension shall remain in lorce until
such time as the Commission considers it appropriate that his licence should no longer be

suspended and intbrms the licensed person to that effect b;'notice in nriting.

(4) \l'here a licence is suspended under sub-section (3) and rhe prescribed f-ee has

not been paid within 30 da_v.,s after the da_v.' on which the suspension becomes ettective under
sub-section (3) or such lunher period as the Commission ma1 specify br notice in writing to
the regulated person. the licence shall be deemed to be revoked.

(5) The Commission may cancel or suspend a licence at the request ofthe licensed
person.

(6) For the purposes ol sub-clause (vi) ol clause (a) and sub-clause (iii) of clause
(b) of sub-section (1) a licensed person shall be deemed to have ceased to carry on the
business for which he is licenced if:

(a) he has ceased to carry on the business fbr which he is licenced for more
than thirty days unless he has obtained the prior approval of the

Comm ission to do so.

(b) he has ceased to carry on business under a direction issued b1' the

Commission.

(7) Where the Commission suspends or cancels the licence of a licensed person
under this section. it shall cause notice ofthat fact to be disseminated in such manner as the

Comm ission deems appropriate. .

138. E{Iect of cancellation or suspension of licence.- (l) The cancellation or
suspension ofa licence under this Act shall not operate so as to -
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avoid or affect an agreement, transaction or arrangement entered into
by the licensed person on the securities market of a securities exchange
where the agreement, transaction or arrangement was entered into
before the rerocation or suspension: or

affect a right. obligation or liability arising under the agreement.
transaction or arrangement.

(2) Where a licence is cancelled or suspended under this Pan. the Commission
may by. notice in writing -

(a) require the regulated person to transf'er to or to the order oL his
customer such records relating to customer propertv or to the afl'airs of
the customer held at any time fbr the customer. in such manner, as the

Commission may specif-," in the notice: or

(a)

(b)

(b) permit the Iicensed person to -
(i) in rhe case of a cancellation,

purpose of closing down
cancellation:or

carry on business operations for the

the business connected with the

(ii) in the case of a suspension. carn on onl" essential business

operations fbr the protection of interests of customers during rhe
period of suspension.

subject to such conditions as the Commission ma1'speciti in the notice.

139. Procedural requirements for exercise of disciplinary powers under this
Part.- (l) The Commission shall not exercise any' power under section 134 or 136 without
first giving rhe licensed person in respect of whom the porver is to be exercised a reasonable
opportun ity of being heard:

Provided that where the Commission is satisfied that delay in the suspension of license
shall cause risk of serious financial damage to the customer of that licensed person or is

detrimental to the interest of investors or the public in general, the Commission may. after
recording reasons in writing, immediately suspend its member till the time an opponunity of
hearing is provided to the licensed person and a final decision is taken within a period of not

more than thirtv days.

(2) The Commission may prescribe the manner in which the licensed person shall

be given an opportunity to be heard.

(3) Where the Comrnission decides to exercise any power under section Ii0 or
136. the Commission shall inlorm the licensed person in respect of whom the power is

exercised of its decision to do so by notice in writing. and the notice shall include -
(a) a statement of the reasons for which the decision is made;
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(b) the time at which the decision is to take effect:

(c) in so far as applicable, the duration and terms of any cancellation or
suspension to be imposed under the decision;

(d) in so lar as applicable, the terms in u'hich the licensed person is to be
reprimanded under the decis ion:

(e) in so thr as applicable. the amount of any pecuniary penalty to be
imposed under the decision and the period (being specified as a period
after the decision has taken efl-ect) uithin rvhich it is required to be
paid.

PART XV

MISCELLANEOUS

140.- lndemnity,- No suit, prosecution. other legal proceedings or action in damages
shall lie against the Commission. commissioners- oflicers and employees of the Commission
and members of the Policy Board for anything done or omitted in the exercise or performance
ofany function, power or dutl,conferred or imposed by or under this Act or the rules and
regulations made under this Act unless the act or omission is shown, beyond reasonable
doubl. lo have been in bad tairh.

l;ll.- Rights of applicants a nd holders of licence.- ( I ) The f omm ission sha ll not -

(a) refuse an application for the grant ol anl licence in respect of an1
activ itv: or

(b) cancel or suspend any licence granted under this Act.

without first giving the applicant or the licence holder. as rhe case may be. an
opponunity to be heard.

(2) The Commission shall, if it refuses an application, notify the applicant in
writing of the refusal.

(3) The Commission shall, if it cancels or suspends a licence, notify the licence
holder in writing ofthe cancellation or suspension and of-

(a) the date on r.lhich the cancellation or suspension takes effecr: and
(b) the duration ofa suspension or the event rvhich will terminate it.

(4) The manner in which a person shall be given an opportuniry to be heard may
be prescribed.

142. Standard of proof.- Where it is necessary for the Commission to establish or
to be satisfied, for the purposes of rhis Act other than provisions relating to criminal
proceedings that a licenced person has contravened -
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(a) any provision ofthis Act or any rule or regulation made under this Act;

(b) any notice or requirement given or made under or pursuant to any
provision of th is Act:

(c) any of the terms and conditions ofa licence granted under this Act, or

(d) an) other condirion imposed under or pursuant to an1' provision olthis
Act.

it shall be sufficient for the Commission to establish or to be satisfied as to. the

matter referred to in clause (a). (b), (c) or (d). as the case ma! be. on the

standard of prool applicable to c ivil proceedings in a courl of law.

1{3. Offences and penalties.- ( I ) An} person who contravenes the
provisions of sub-section (l) of section ll3 shall. on being lound guilt_'" of contravention by'

the Commission. be liable to pay by way of penalty to the Commission such sum which ma1,

extend to one hundred million rupees or three times the amount of gain made or loss avoided
br such person. or loss suft'ered by another person- whichever amount is higher.

(2) In addition to the penalt-r imposed under sub-section (2). such person ma1 be

directed b1'- the Commission. -
to paj- an) other person $ho has suffered a loss. an amount
equivalent to the loss so suffered b1 such person: or

*here such person is a senior management otllcers. director. advisor or
consultant of a listed compan), to be removed lrom such oftice and/or
debarred itom auditing any listed company' tbr a period of up to three
years: or

where such person is a regulated person or a representative/ employee.
to be liable to cancellation of license and /or debaned from the industry
for a period of up to three years; or

where such person is registered as an asset management companv or a
representative i employee. to be liable to cancellation of license and /or
debarred lrom the industrl for a period of up to three years.

(3) Where an insider person discloses inside information to any other person who
is not required to possess such inlormation for any reason. the insider person shall be Iiable to
pay by way ofpenalty such sum rvhich may extend to hundred million rupees.

(4) In addition to sub-section (l) (2) and (3) any person who commits an offence
under Part X or Part XI (insider trading and other market abuses) shall be liable to
imprisonment of either description for a term which may extend to three years or to fine or
both.

(b)

(d)

ｎ
ソ



(5) Any person who contravenes the provisions of section 3, 22, sub-section ( I ) of
64 (operating without a licence or other authority) commits an offence and shall be liable to
pay by way of penalty.-

(a) in the case ofan individual. such sum rvhich may extend to hundred
million rupees:

(b) in the case of a companl. such sum which ma1 extend to two
hundred million rupees: and

(c) in the case ofa continuing offence. a further sum which may'extend
to two hundred thousand rupees for every day or part thereof during
u hich the oll'ence continues.

Notwithstanding sub-sectlons (l). (2). (3). (a) and (5) an1- person who -

(i) contravenes or tails to comply'with any provision ot this Act.
or ofanl,rule or ofany resulation made under this Acti

fumishes or produces for the purposes of this Act or anl'
requirement imposed under the provisions of this Act or of
any' rule or regulation made under this Act which is, or
an) return. documents or statement the contents of which
are. to his acknor,'ledge. untrue. incorrect or misleadingl or

(iii) obstructs or contravenes or does not compll rvith an1 order or
direction of the Commission including an emplol'ees of the

Commission. or an authorized person or investigator. in the

performance of his duties under this Act.

shall be liable to pay by way of penalty -

in the case olan individual, such sum which ma1

extend to one hundred million rupees; and

in the case of a compan,'-, such sum which may' extend to
trvo hundred million rupees; and

if the otlence involved fraud. deceit or deliberate disregard of the

regulatory requirement shall be liable to pa1 b1'way of penalt,"" -

(6)

(a)

(b)

(i)

(ii)

in the case ofan individual. such sum which mav extend to
one hundred million rupees:

in the case of a companl', to such sum which may extend to
two hundred million rupees.

(7) Where the offence involved fraud, deceit or deliberate disregard of the

regulatory requirement, and such offence resulted in substantial losses or created a significant
risk of substantial losses to other persons or resulted in substantial pecuniary gain to the

person who committed the offence shall be liable to pay by wav of penalty'.-
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(a) in the case of an individual, such sum which may extend to one
hundred million rupees, or to both:

(b) in the case of a company, such sum which may extend to two hundred
million rupees.

(8) The Commission may. nonvithstanding anlthing contained in sub-section (7).

also impose a penalry on an) person on being found guilty ofcontravention by the
Commission. which ma,,- extend to one hundred million rupees.

(9) r'r'-otrvithstanding sub-sections ( I ), (2) (3), (4), (5), (6), (7), and (8) the
Commission may impose an additional penaltv. not exceeding the amount of loss caused, on
an individual or a compan) if the individual or the compan) has failed to comply' with any
provision of this Act, or ofany rule or ofanv regulation made under this Act or direction
given by the Commission under this Act and the non-compliance has resulted in a loss to any'

other person.

111. Penalt_v to be imposed by the Commission,- Wherever a penah]'is provided
for an-v'. offence, contravention of or delault in complying with, any of the provisions of this
Act, rules or regulations made under this Act such penaltv shall be imposed by the
Commission after providing a reasonable opportunity of hearing to the part_v.

145. Appeal.- (l) Any person aggrieved by the final decision of the Commission
mav. within thirty da.v-s of the decision communicated to him. preler an appeal to the Court .

(2) The Coun ma_v-. on an appeal made to it under sub-section ( l). accept. set aside
or vary the decision of the Commission or make such other order as the interests ofjustice
requ ire.

Explanation. For the purposes ofsub-section (l). ''final decision ofthe Commission"
means a decision olthe Appellate Bench ofthe Commission under section 33 of the Securities
and Exchange Commission of Pakistan Act, I 997 (XLII of 1997).

(3) The Court shall at the stage of admission of the appeal, or at any time
thereafter on the application ofthe aggrieved person, due notice to the Commission, decide b1''

means ofa reasoned order whether the appeal is to be admitted in part or in whole depending
on the facts and circumstances ofthe case:

Provided that the admission of the appeal shall not per se operate as a stay, and nor
shall any stay be granted therein unless the Commission has been given an opponunirl of
being heard.

(1) Notwithstanding anlthing contained in any other law, the hearing of appeal

shall continue day to day, unless sufficient cause has shown by the parties jointly or severally
which is beyond the control of the parties, the Court may adjoum the hearing lor maximum of
rwo dates and such adjournment shall not be more than fifteen days at any one time or for
more than thirty days in all.

(5) Where on third hearing any party lails to appear and address arguments betbre
the Court the Court shall proceed and decide appeal on merits and it shall be deemed that such
part_v has relinquished their rights to address arguments.
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146. Recovery of Penalties.- (l) Any penalty imposed by the Commission in the
exercise of its powers under this Act or any rule or any regulation made under this Act. shall
be payable to the Commission and may be recovered by the Commission as a decree for the
payment ofmoney in case where the person aggrieved by such order has,-

(a) prefened an appeal under section 145 ofthis Act and the Court upheld the final
order of the Commission and it will automatically be converted into execution
proceeding and no fresh notices need to be issued to appellant; or

(b) not preferred an appeal to the Appellate bench of the Commission under
section 33 of the Securities and Exchange Commission of Pakistan Act 1997
(Act XLII of 1997) and the Coun on application of the Commission has

confirmed and allowed conversion/initiation of execution proceedings after
notices to the parties as deem appropriate by the Court.

(2) The Court shall exercise all the powers ofexecuting court as provided in Code
ofCivil Procedure 1908 (Act V ofl908), forthe purposes of recovery ofpenalties:

Provided that the Court may, for reasons to be recorded, dispense with any procedure
in the Civil Procedure 1908 (Act V of 1908), and follow such procedure as it may deem fit in
the circumstances ofthe case for expeditious disposal.

(3) The executing Court may aftach anv immovable property or sale of any
movable propeny of. including bank accounts of the person or compan)' on whom a penalty'

has been imposed under this Act by the Commission and an) transaction or anempt to
alienate, transfer. encumber or mongage such properr.," shall be void, illegal and without an1
larvful authoritl.

(4) AII government departments, authorities, bodies, private entities, housing
societies or schemes, by whatever name called, banks, and any other concemed entity shall be

bound to assist the Commission in providing details of moveable or immovable property of
judgment debtor on the orders ofthe Court.

147. Cognizance ofoffences.- Notwithstanding an),thing contained in the Code
of Criminal Procedure, 1898 (Act V of 1898), no court inferior to that ofcoun session shall
take cognizance ofany offence punishable with imprisonment or imprisonment in addition to
fine, under this Act except on a complaint in writing ofthe facts constituting the offence by an

officer authorized in this behalf by the Commission singed by a commissioner.

148. Prosecution ofoffences by the Commission.- (l) Notwithstanding
an),thing contained in the Code of Criminal Procedure, 1898 (Act V of 1898) all prosecution
of offences under this Act, any rules or regulations made under this Act. against any person

shall be conducted by the special public prosecutor appointed by the Commission.

(2) On receipt of complaint the court shall issue summons as for the attendance of
the accused in the first instance and on failure of the accused to appear before the court,
warrant ofarrest shall be issued bv the court.
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Explanation:- For the purposes of this section the term "complaint" shall
include the report in writing of facts constituting the offence(s) ofthe investigation officer of
the Commission as referred to in section 124 of this Act including list of witnesses.

(3) Personal attendance of the authorized person by the Commission filine a

complaint before any., court or authoritv trying the offence shall not be necessary during the
trail in the presence ofspecial public prosecutor referred to in sub-section ( l).

(4) The court shall adopt procedure provided under Chapter XXII-A Code of
Criminal Procedure, 1898 (Act V of 1898) and all prosecutions before the court underthis Act
shall be disposed ofand thejudgment pronounced. as expeditiousll'as possible.

(5) The hearing ofthe matters referred to in sub-section (l) shall not be adjourned
except for sufficient cause to be recorded. or for more than fourteen days at one time and
court ma),impose such cost at it deemed fit.

(6) The court may, tbr reasons to be recorded. dispense with any procedure in the
Code of Criminal Procedure. 1898 (Act V of 1898) and lollow such procedure as it may deem
fit in the circumstances of the case for expeditious disposal ofthe complaint.

1.19. Delegation of the Commission's functions or powers.- ( l) The Commission
ma1. subject to such conditions and limitations as ir deems fit to impose. delegate any of its
t'unctions or polvers under this Act to one or more Commissioners or ant ofllcer ol'the
Commission.

(2.) A delegation under this section shall not prevent the concurrenr pertbrmance or
erercise by the Commission ofthe function or po\\er so delegated.

150. Liability of directors, etc. for offences by companies,- ( l) Where an offence
under this Act, any rule or any regulation made under this Act, committed by a company is
proved to have been committed with the consent or connivance of or to be aftributable to any
neglect on the pan of, an officer of the company, that officer as well as the compan,"- shall be
guilty ofthat offence and shall be liable to be proceeded against and punished accordingly.

(2) Where the affairs of a company are managed by its members, sub-section (l)
shall apply in relation to the acts and defaults of a member in connection with his functions of
management as if he were a director ofthe company.

(3) In this section "officer" means a director, member of the committee of
management, chief erecutive, manager- secretary or any person who was purporting to act in
an1' such capacitr.

151. Liability of licenced person for acts of representative. etc.- For the purposes
of this Act, an act. omission or lailure ofa representative, employee or other person acting for
or on behalf of a licenced person within the scope of his office or employment shall be

deemed to be the act, omission or failure of the licenced p€rson as well as of the
representative. , employee or other person.
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152, Power of the Commission to make regulations.- (l) In addition to the
powers conferred by any other section, the Commission may make regulations for carrying
out the purposes and provisions of this Act and for the due administration ofthis Act.

(2) Without prejudice to the generaliry of sub-section (l), the Commission mav
make regulations for or rvith respect to

(a) applicarions for llcences. the issue of licences and incidental
matlers:

(b) the standards for the qualifications. experience and training of
applicants for licensing under Part V;

(c) the conditions for the conduct of business on a securities market;

(d) capital requirements in relation to any regulated securities scrivir\ or
other activiB" licenced or authorized under this Act, with the power to
the Commission to vary such capital requirements by order as the
Commission deems fit:

(e) the compulsory provision bl securities exchanges of a centralized
c ustomer protection compensation fund:

(0 short se lling;

(g) the practice. conduct. functioning and reeulation of share registrar:.
underwrilers. balloters, debenture trustees. banker to an issue.
advisors and consultants to the issue;

(h) best efforts and other levels of undenvriting commitment:

(i) the registration, operation and regulation of quotation and trade
reporting systems;

U) the registration. functioning and operation ofcredit rating agencies;

(k) the processing and determination ofcustomer complaints:

(l) the establishment and operation of compensation fund arrangements
for c ustomers;

(m) the form and content of contract confirmation notes, customer
agreements and risk disclosure statements;

(n) the form, content, distribution, reporting and publication of written.
printed or visual material or advertisements or prospecrus with
respect to any reeulated securities activity, securities issue, securities
investment or trading;
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(o) the information to be contained in auditors' reports required to be
lodged under this Act on the annual accounts oflicenced persons:

(p) the appointment, remuneration and responsibilir ies of an auditor
appointed under this Act and the costs of an audit carried out under
this Act;

(q) the registration, functioning and operations of qualified institutional
buyers;

(r) public ofl'erings and private placement ofsecurities.

(s) the establishment and regulation of a secondan. market in privately
placed securiries amongst qualified institutional buyers;

(0 the displal.oflicences and the issue ofduplicates:

(u) the making and filing of annual or other regular returns to the
Commission by licenced persons;

(r) the fees ro be paid in respect ofany matter or thing required for the
purposes of this Acr:

(u') requirements and procedure for shelfregistration;

(x) tbr establishmenr of various classes of securiries brokers:

(:) with respect to disclose of contlict of interest b,r directors and
management of licensed persons and regulated persons:

(z) with respect to appointment and conduct of directors and
management of licsend person and regulated person;

(aa) with respect to fit and proper criteria for director and management of
licensed persons and regulated persons;

(bb) with respect to preemptive measure and actions for market
monitoring and surveillance , promoting level playing field for
investors and public at large;

(cc) wlth respect to (special or general) inspection and examination and
investigation and audit of licensed person or regulated person

(dd) orderly conduct, prohibition of fraudulent activities and unfair trade
practices and prevention of market abuse in securities markets:

(ee) the establishment olahernative trading platforms;
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(f0 the code of conduct for securities brokers. securities advisors and
analysts;

(gg) effective surveillance and monitoring to detect and prevent insider
trad ing and market abuse practices;

(hh) for eflective knorv your customer and customer due diligence policies
and procedures and other matters ancillar_r- to anti-mone,,- laundering;

(ii) for establishment and orderly conducr of bond pricing agency(ies)
and matters relared thereto:

0j) for establishment and orderly conduct of a centralized know your
customer organization and matters related thereto;

(kk) rvith respect to manner of outsourcinq importanr functions b1 a

securities exchange. clearing house or a central depository:

(ll) to provide for a mechanism lor conducting inspections and/or
investigations of regulated persons in coordination with securities
erchange(s). clearing house(s) and central depository(ies) including
the esrablishment of a specialized enrit), for this purpose:

(mm) the manner and procedure t-or providing applicanrs and holders of
licence opportunitl of hearing: and

(nn) all matters or things *hich by this Act are required or permitted to be
prescribed or which are necessar) or expedient to give effect to this
Act.

(3) For the avoidance ofdoubt. the powers ofrhe Commission to make regulations
under this section are in addition to and not in derogation of any orher power of the
Commission to make regulations under anv provision of this Act or anv orher Act.

(4) Before any regulations are made or amended under this Act the Commission
shall publish a draft of the regulations in the official Gazette eliciting public opinion on the
draft regulations for a period of nor less than fourteen days from the date of publication.

(5) Every regulation made or amended by the Commission shall be published in
the official Cazette and shall come into operation on the date of such publication or on such
later date as may be specified in the offic ial Cazette.

153. Advisory Committee.- The Commission may, for the purposes of
obtaining advice on matters of polic) regarding its regulatory objectives and functions under
this Act, constitute an Advisory- Committee consisting of such persons representing interests
affected by this Act or having special knowledge ofthe subject matter of this Act, as it may
deem fit.
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Provided that any person who has verified unsettled clams and obligation toward
customer, investors and other obligation towards general public cannot be made part of this
committee.

15,1. Power of the Commission to issue directions to a securities exchange(s),
futures exchange(s), clearing house(s) and/or central depositorie(s| ( l) ln addition
to the powers conlerred by any other section. where the Commission considers its necessary
or expedient, in the public interest or for the protection of investors or proper administration
of securities exchange(s), futures exchange(s), clearing house(s) and/or central depositorie(s),
it may, notwithstanding anything contained in any other law for the time being in force. issue
directions. by notice in writing, either ofa general or specific natures.

(2) Without prejudice to the generality of sub-section (l), any direction issued
under that sub-section may cover areas. including but not limited to, -

(a) the enhanced corporate Covemance polices;
(b) the specified structure of Board of Directors to ensure independence and

avoidance of confl ict of interest:
(c) stringent qualification and fit and proper criteria ofdirectors:
(d) stringent qualification and fit and proper criteria of its senior

management officers;
(e) the enterprise risk evaluation and measurement and mitigation measures:
(0 the segrnent risk evaluation and measurement and mitigation measures;

G) the risk mitisarion against tiauds, forgeries, erc.;
(h) the internal Audit. Intemal Controls and Compliance:
(i) the composition and terms of reference of committees. including but not

limited to, Audir and Compliance. Human Resources. IT Securiry. etc.

0) punitive and disciplinary actions b) the Commission against the board ol'
directors and Management in case of non-compliances or violations of
any law for the time being in force, rules, regulations and directives
issued thereunder;

(k) the distribution of dividends, retention and reinvestments of profits
torvards development, protection of stakeholders and investing public.
insurance against risks and threats, etc.; and

(l) any other matter as the Commission deem appropriate.

and securities exchange(s). futures exchange(s). clearing house(s) and/or central
depositorie(s) shall comply u,ith any such direction.

155. Forms.- The Commission may, by notice in the oftlcial Cazette, specify lorms
that are required to be used for an;.' purpose under this Act or the rules or regulations made
under this Act.

156. Codes and guidelines, etc.- (l) The Commission may' issue such codes.
guidelines or regulatory or policy statements as it considers appropriate for providing
guidance -

(a) in relation to any of its regulatory objectives under this Act;
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(b) in relation to any matter relating to any of the functions of the
Commission under th is Act;

(c) in relation to proving guidance to licensed person:

(d) in relation to the operation ofany provisir.rn of this Act.

(2) The Commission may publish any such code, guideline or regulatorl or
policy statement in such manner as it deems fit.

157. Act not to affect the powers of SBP.- Nothing in this Act shall be read or
construed as diluting, interfering with or affecting the porvers and functions of the State Bank
of Pakistan under any law.

lsE. Act to override other laws.- The provisions of this Act shall have effect
nonvithstanding an).thing lnconsistent therervith contained in an1'other lax' fbr the time being
in force.

159. Power to make rules.- (l) The Federal Government may, b.v notification in
the official Cazette, make rules for carrying out the purposes of this Act.

(2) The power to make rules under this section shall be subject to the condition of
previous publication and before making any rules the draft thereofshall be published in the

official Cazene tbr soliciting public opinion thereon within the period ofnot less than thirt)'

dals lor the date ofpublication.

160. Removal of dilliculties.- Il any difficult-'-, arises in giving eft'ect to an,'-

provision of this Act, the Federal Government may. . make such order as it ma1' deem

necessary for removing the difficulty.

16l. Transitional provisions. - ( l) A company that, immediately prior to the

commencement of Part II of this Act, is registered as a stock exchange under section 5 of the

Securities and Exchange Ordinance, 1969 (XVII of 1969), shall thereupon be deemed to be

licenced under this Act as a securities exchange and shall be allowed to trade in f'utures

contracts until the promulgation Futures Trading Act and thereupon will be required to obtain
a licence as a futures exchange thereunder.

(2) A person who, immediately prior to the commencement of Part V of this Act.
is registered as a broker under section 5A of the Securities and Exchange Ordinance. 1969

(XVII of 1969), shall thereupon be deemed to be licenced under this Act as a securities broker
till the time their existing certificate of registration remains valid and shall thereupon be

required to obtain a licence under this Act andsuch person shall also be allowed to trade in

futures contracts until promulgation ofthe Futures Trading Act and thereupon rvill be required

to obtain a licence as a futures broker thereunder.

(3) A person who. immediately prior to the commencement of Part v of this Act. is

resistered as an agent under section 5A ol the Securities and Exchange Ordinance. 1969

(XVII of 1969). shall thereupon be deemed to be licenced under this Act as a represenLative
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till the time their existing certificate of registration remains valid and shall thereupon be
required to obtain a licence under this Act.

(4) A company that. immediately prior to the commencement of Part ll of this Act,
is registered as a clearing house under rule 4 of the Clearing Houses (Registration and

Regulation) Rules,2005, shall thereupon be deemed to be licenced under this Act as a
clearing house till the time their existing certificate of registration remains valid and shall
thereupon be required to obtain a licence under this Act:

(5) A person who, immediately prior to the commencement of Part lV of this Act, is

registered as a central depositor,r' under rule 4 of the Central Depository Companies
(Establishment and Regulation) Rules. 1996. shall thereupon be deemed to be licenced under

this Act as a central depositorl till the time their existing certificate of registration remains
valid and shall thereupon be required to obtain a licence under this Act.

(6) From the commencemenl of this Pan XVI of this Act. rules made bl the Federal
Government under the Securities and Exchange Ordinance 1969 (XVIlof 1969), rvhicharein
effect immediately prior to the commencement of Part XVI and which have not been

specifically repealed by' this Act shall be deemed to have been made by the Federal

Govemment under this Act;

(7) From the commencement ol Part XVI of this Act. resulations made by' the

Commission under the Securities and Exchange Ordinance, 1969 (XVII of 1969), which are

in efTect immediately' prior to the commencement of Part XV shall be deemed to have been

made b1 the Comm ission under this Act.

(8) From the commencement of Part ll of this Acr regulations made bv a stock
erchange under the Securities and Exchange Ordinance, 1969 (XVII of 1969). which are in
etTect immediateh' prior to the commencement of Part II shall be deemed to have been made

b1 the securities exchange under this Act.

(9) From the commencement of Part III of this Act, regulations made by a clearing
house under the Securities and Exchange Ordinance. 1969 (XVII of 1969), which are in
effect immediately prior to the commencement of Part Ill shall be deemed to have been made

by the clearing house under this Act.

(10) any condition that has been attached by the Commission to a person registered

under the Securities and Exchange Ordinance, 1969 (XVII of 1969). and that is in effect

immediately prior to the commencement of Part V this Act, shall be treated as being anached

to any licence which is regarded as subsisting by virtue ofthese transitional provisions.

(ll) Every action, prosecution or proceeding instituted by the Commission under the

Securities and Exchange Ordinance, 1969 (XVll of 1969), and pending in any coun. whether

original or appellate, on the coming into operation of any provision of this Act shall be

deemed to be an action, prosecution or proceeding instituted by the Commission under this
Act, and every such action, prosecution or proceeding may be proceeded with to completion
and be enforced accordingly.
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(12) Every order or directive issued by the Commission and which is in force on the
coming into operation ofany provision of this Act shall be deemed to have been issued by the
Commission under this Act.

162. Repeal and savings.- (l) The enactments specified in the Schedule are

hereby repealed to the extent mentioned in the fburth column thereof.

(2) Notwithstanding the repeal ofany enactments b1'this section, -

(a) any notification, rule. regulation. bye-law. order or exemption issued,

made or granted under an;.,such enactment shail have eff'ect as if had

been issued. made or granted under the corresponding provision of this
Act:

(b) any official appointed and any bod,u-' elected or constituted under an-v

such lau shall continue and shall be deemed to have been appointed.
elected or constituted. as the case ma1 be. under the corresponding
provision of this Act:

(c) any document referring to any enactment hereby repealed shall be

construed as referring, as thr as may be. to this Act. or to the

corresponding provision of this Act;
(d) mortgages recorded in any register book maintained at any office under

any enactment hereby repealed shall be deemed to have been recorded

in the register book maintained under the corresponding provision of
rhis Act:

(e) an; licence. certiflcate or document issued made or granted under an1

enactment hereb." repealed shall be deemed to have been issued. made

or granted under this Act and shall. unless cancelled in pursuance ofthe
provision of this Act. continue in force until the date specified in the

certificate or document.
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THE SCHEDULE

ドCC SCdbn162〕

Short titlc Extent ol repeal

(1)               (2)
Sccurities and Exchangc  (i)Clauscs(a)、 (ab),(ac).(ad),(Ca)

Ordinancc.1969(XV‖ Of(CC),(CD,(d).(dd),(dC),(C),(0,(g),

1969)                   (h),Sub― clauscs(1).(‖ )and(面 i)。f

clausc(り,(m).(n).(。 )(p),and(q)。「
sub― scction(1)o「 SCCtion 2:

(H)in SCCtion 2,in sub― scction(l)、  in

clausc(da)thC WOrds・・a Stock

E、 changc or':

(lii)SCCtlons 8,9、 10 15A,15B 15C.
15D.15E 16,17、 18A 31 32,32A
32B 32C and 32E

Thc Listcd Cornpanics  Thc wholc

(SubStantial Acquisition
ofヽ/oting Sharcs and

Takc-Ovcrs)Ordinancc

2002.(C‖ 10「 2002)

Companlcs Ordinancc.     Scctlons)21o66 and scctlon 220 to

1984(XしV‖ fO1984)   224

ｎ
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STATEMENT OF OBJECTS&REASONS

The proposed Bill intends to regulate the securities industry and provide

protection to the investors. Presently securities market is being reeulated under Securities and

Exchange Ordinance, 1969 (SEO 1969). Securities and Exchange Commission of Pakistan

(SECP)- a regulator of securities market - feels that the lalv remains fundamentatly

incomplete. lacks a proper and logical structure and suffers from numerous inconsistencies

and gaps. There is a need that SEO 69 be repealed and replaced with a comprehensive modern

and all encompassing piece of Securities larv. Accordingly. SECP has drafted rhe proposed

Biil to effectively' regulaie securities market.

Minister -in- Charge
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