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REPORT 39 OF 2020

SENATE SECRETARIAT

REPORT OF SENATE STANDING COMMITTEE ON INTERIOR

ON“THE COOPERATIVE SOCIETIES (AMENDMENT) BILL 2020”
INTRODUCED BY MR. ZAHEER-UD-DIN BABAR AWAN, ADVISER

TO THE PRIME MINISTER ON PARLIAMENTARY AFFAIRS IN

THE HOUSE ON 15 " SEPTEMBER, 2020

I, Chairman Senate Standing Committee on Interior, have the honour to

present report on the Bill “The Cooperative Societies (Amendment) Bill, 2020
introduced by Mr, Zaheer-ud-Din Babar Awan, Adviser to the Prime Minister on
Parliamentary Affairs in the House on 15" September, 2020.

2:

The Bill, upon introduction in the Senate, was referred to the Standing

Committee for consideration and report back to the House.

3. The composition of the Standing Committee on Interior as under: -

1. Senator A. Rehman Malik Chairman

2 Senator Kalsoom Parveen Member

3 Senator Muhammad Javed Abbasi Member

4. Senator Muhammad Azam Khan Swati Member

o Senator Muhammad Tahir Bizinjo Member

6. Senator Mian Muhammad Ateeq Shaikh Member

7 Senator Rana Magbool Ahmad Member

8. Senator Muhammad Talha Mehmood Member

9. Senator Farooq Hamid Naek Member

10.  Senator Kauda Babar Member

11.  Senator Sardar Muhammad Shafiq Tareen Member

12.  Senator Dr. Shahzad Waseem Member

13.  Senator Haji Momin Khan Afridi Member

14.  Minister for Interior Ex-Officio Member / Mover
4, The Committee considered and discussed the Bill in its meeting held on
15" September, 2020. The following Members attended the Committee: -

1. Senator A. Rehman Malik Chairman

2 Senator Kalsoom Parveen Member

3. Senator Rana Magbool Ahmad Member

4. Senator Farooq H. Naek Member

2 Senator Mohammad Azam Khan Swati Member

6. Senator Kauda Babar Member

y ! Senator Sardar Muhammad Shafiq Tareen Member
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5 T'he Committee was briefed that the Bill in its current shape is
outdated. The FATF requires to amend the above mentioned Act in order to bring
more control and transparency in Registration / regulations of Cooperative Societies in
Islamabad. The Prime objective of proposed amendment is to control terror financing
through this channel. The provision relating to SECP, NAB and other Prosecution
Agencies were deficient in the existing version of Cooperative Societies Act, 1925.
The same has now been incorporated in order to implement strict control on the affairs
of Cooperative Societies. The provision regarding audit / accounts mechanism of the
Cooperative Societies have also been introduced in the proposed amendments. The
definition of a beneficial owner is not provided in the current bill, with the passage of
time the definition of a beneficial owner needs to be included in the law. The same has
been incorporated through this amendment. Furthermore, the procedure for
investigating and prosecuting agencies to collect information from society is not
defined in the current Bill. Through the current amendment that procedure has been
defined. Also in case misinformation is provided, punishment for this offense has been
clearly spelled out.

6. Senator Farooq H. Naek agreed with the objects and reasons of the Bill,
however, he dissented with the words “and the investigating or prosecuting agencies
as defined in the Anti-Money Laundering Act 2010 (VII of 2010)” occurring in the

last lines of Sub-Section (ba) of Section-2 of Cooperative Societies (Amendment) Bill,
2020.

2 Thereafter, the Chairman Committee put the Bill for vote. Six members
out of seven voted in favour of the Bill.

8. In view of the above, the Committee recommends that “The Cooperative
Societies (Amendment) Bill, 2020 as introduced in the House, may be passed by the

Senate. (Copy of the Bill is enclosed).

.‘:5 E
Pl ( SENATOR A. REHMAN MALIK) )
ﬁ — Chairman
( TANVIR AHMED ) Senate Standing Committee on Interior

D.G. / Secretary Committee

Islamabad, the
15" September, 2020
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. further to amend the Caapemiivc Socleties Act, ms
.i S ' o
Whereas It Is expad‘ent *ur‘ner o amend the Cooperative Socletles Act, 925-(Sindh 'f\ég,\ﬂl of
1925) In its apullcat!on te the extent of Isizmabad Capita! Territory; i

12 's heraby enacted as follows:-
i Shor: ilde and commancement.- (1) This Act shal! be calied the Cooperadve Socleties
{Amendment] Act, 207

12 It shall coms into force % once.

2 frendmant In section 3, Sindh Ack Vil of 1925.- In the Cooperative Societies Act, 1925

{Sindh Act Vi of 1925), hereinafter -Iled as the sald Act, In section 3: ; ;

1) the existing ciause (a) shall be re-ﬁumbergd as clause {aa) and hefnre that the folloudng_ o 0

clause {a) shall be! serted, namely:- . )

C bmaeﬁcjm owner® means a natural person who ulﬂmartetv owns or.controls a ..

so¢! w, whether directly or Indirectly or have ownership ereof by exercising
effective control in that soclaty throush other means as may bie prescribed.”

fin after dause (), the following new clause (ba) shall be inserted, narnely -

“fba) competent authority” means thg regulators, nuers:ght budles for Statutory i

Regulatory Bodlas (SRBs) , thq ﬂqan;!al monitoring unit gf,-g_:ﬂ'ue,_ State Bank of
Paiistori and the Investigating or prosecuting agencles as deﬂned in' the Antl-
Money Laundering Act 2010 (VI of 2010); and” &
HB o efas dause fd), the following new clause {da) shall be Inserted, namelv -
“(da} “prescribed” maans prescribed by rules made under this Act;™

3 Frandment In sectiun 9, Siadh At Vil of 1925.- In the sald Act, In section 9, sub-section
{2}, 1 cdauce (a), the word “and” at the end shall be omitied and in clause tb‘ for full stop at the
end 2 semicolon shaﬂ be substituted and thereafter the following new c!auses {) and {c) shall be

!nse"ts."‘ ; f‘

3 “'



“lc) - pfovlding information, as may be prescribed, about its rpeh‘nbea’s, _b_en_gf_[d_al_u&vn_ers, _
rinning affalrs of thesaclety, to the Reglstrzir, and - ; ;;_ ;

{d) l‘ithe society is run by non-members le. officers or. empﬂoyees Information in

Gl

the reasons fur runnlng the affalrs by them #
| ) L i

escribed manner shall be pm\dded regardlng these employees and ofﬁc_ars and

4. Amendmant In section 17-A, Sindh Act VIl of 1925.- In the sald Act, in section’ 17A, the ;

- 'existing provislon shall be numberad as sub-sectlon (1) thereof and aftar sub-sectlon {1),

" “nimbered’ as #furesald the following new sub -sections {2), (3}, {4), [5) and {G) shall be added
' :.'namely i ey g . _ s . e .o
- '5{2) ' Where a sucléty s member of another soclety, that soclety 5hall nomlnate'. i
: any of its members to serve as a director of the society of ‘which It Is a rnember i
,'{3)' The, director of 2 societv who Is nominated in, accordance ‘with sub-section
) 2) must be a natural perslon who shall provide such Informatlun to the sm:laty to
Nhich he is nominated, in such c¢ircumstances and manner as may be prescrlbad

l14} The secretary of a sndetv shall keep an updated reoord of any nominatcd

; [ i
: directurs, as well as provide prescribed Informatinn of tlfe nominated dlrectot‘s to.

.;;he Registrar both annually and from time to time wh?n changes occurs in the
_ prescribed urcumstances and manner. ; ll 14 : ; !
'ES)' - The Registrar; 4\ keep an updated record of the, namlnated Dlrectors uf all

.societies in the prascr:bed circumstances and manner

{6) Other than as set out in subsection {1), no d!rectcr Ch nominata on his 4

behalf a member or director to perferm the mernbership rlghts on his behalf “

5. . Insertion of section 20A and Section 208, Sindh Act Vil of 1925 - In the sald Act, after
_'_Sectlon 20, the following new sections 20A and 208 shall be Inserted, namely:- - >
“20A, Provls!cm of Information.- {1) The secretary of the society shalt provide such lnformatlon
to the Reglstrar both annually and from time to time when changes opcur, as may b g prescﬂbed,
{2) The s«f etary of the society shall provide to competent authbrlties at any tlme upan
request,preschbed information, \ Including but not limited to hemal clal owners, members,'
‘nominees of the members, ofﬁcers employees and managing cornmltte of the society.

(3) The Registrar may at any time by his own or through a person authorized bv him seek the

prascrlhed !nfarmation from the secretary of the society.
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T Frovisionjof information by the iagistrar.- The Registrar shall provide information to any
coripalan’ L t'.":é;r!t*f Upan their request in writing, regarding the membersiand beneficial owners,
officers #rc employees of the soclety, assets or shares held by the membégrs In the soclety, thélr

add-ess=s, nominees of the members, progerties and financlal conditlon of{the soclety.”

8. insamnn of section 22 5, Sindh Act VI lnf 1825.- In the said Act. after section 21. the

following new secticr 214 shali be tnserted, namely: |

“ZAA, Updmnx of recards of socdeties. 11) Every soclety whall ina presc.rthad maranar provide

the Informaticn ‘about Its beneﬂc!al owners | tcn the Reglstvar’ within ,three mionths of the

cermmencernent of the Cocperztive Socleties lAmendment} Act, 2020,

(2) the Reg!:.t_:_far 3l he3a 2n up to date record as p. escribed of ali the beneﬂcial owners, I'

mermbers, ncm-?n?;es uf e mernbers, a!.’ectors, managing committee gnd employees of the

sucletlas; ' :

{3) if @ socieiy falls to provide the Informatlon as required under suh—sehct ion (1), the Raglstrar

shail, after afiording the opportunity of being heard cance! that suclety’s regi=tratian »
i | | u

7. insertun d? section 344, Sindh Act VI of 2925.- In the sald Act,"aﬁ:er Section 34, the

following rev Sectian 34A shail be inserted, name&v - i

38, r’m‘-fwnun ‘:ur, issuance of bearar .xmns, Warrants, #lc., No society shall allot, assue, sau

1

transfer or assign any bearer shaves, bearer shars warrants or any other equltv or debt securltv af
a bearer nature, by whatever name called and any allotment, Issue, saie, transfer, assignment cr )
other disposhtion cf a7y bearer shares or bearer share warrants or a:w ‘other equity or debtl .
security of 5 .warer nature, shall be vold.* :

: i
8 Insartion af sestion 494, Sindh Act V. of 1925.- In the sald Act, after section 49, the
Tolicwing row rRertlc.:- 499 shall be insertad, namely:- 5
W98, Rererds of itmv sonlety whose | registnt}on has besn :azncelled. The Reglstrar shall, for a.
period not less than ‘ive years, keep al| the records of 3 soclety aiong!vsith proceading of
CRouldstion snapleted whosa registration has beer cancelied,

g The secr etary of the soclety whose ragistration has been carrcel[er shall also keef; the

" reco rrls of the soclety %37 a perlod not less than flve years and the sodew sEIJaT:J not dispose of s,

secord after Tive years without the apnravaa of the Registrar,”
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9. Amendment In section 60, Sindh Act VIl of 1925.- in the said A

in section 60, In clause

{d), for fullstop at the end, a semicalon and the word “or* shall be substit ’ted and thereafter the
i

following new clause (e) shall be added, namely:- ;

“(e) if a mernber, employee, director, officer or secretary nf the sodety or the soclety
itself does not furnish information under this Act ur does not comply with any
provlslon of this Act.” : s T .

-

10.  Amendment in section 61, Sindh Act Vi of 1825 In the said ;u:t, in section 61, for the
expression “Rs.5 the words "i million rupees shall be substituted

11. Insertion{pf section 61A, Sindh Act VIl of 1925 In the said Act, after section 61, amended
as aforesald, the ollowina new section 61A shall be Inserted, namely;-

“61-A. Penalty for offences cnmmltted under claun {e) of section 60.- Aéy member, employee,
director, officer or secretary of the society found guilty under clause (el‘of section 60 shall be
punishable with an Imprisonment for a term not less than three years and not exceeding flve
\years or with a ﬂne upto two million rupees or with both and, if any society is found guiity under
the sald clause (e) of section 60 shall be liable to a fine up to a maximum of une-fourth of Its
working capital or;to a fine not exceeding ten million rupees.”

~ Subject: ISLAMABAD COOPERATIVE SOCIETIES AMENDMENT, BILL 2020

The Bill in its current shape is outdated. The FATF requires to
amend the ove mentioned Act in order to bring more contrgl and
tfransparency jin Registration/Regulations of Cooperative Societies ‘in
Islamabad. Prime objective of proposed amendment is to control temor
financing through this channel.

The provision relaling to SECP, NAB and ojher Prps§cuhon
Agencies were deficient in the existing version of Cooperative Societies A;L
1925. The same has now been incorporated in order o implement strict
conirol on the affairs of Cooperative Societies. The provisions regarding
audit/accounts mechanism of the Cooperative Societies have 'also been
infroduced in the proposed amendments.

The definition of a beneficial owner is not provided in the current
bill, with the passage of time the definition of a beneficial owner needs to b-e
included in the law. The same has been incorporated through this
amendment. Furthermore, the procedure for investigating and prosecuﬂr'!g
agencies fo collect information from society is not defined in the current Br_IL
Through the current amendment that procedure has been defined. Also in
case misinformation is provided, punishment for this offense has been cleary
spelled out, & '

l
¢ : BRIG.(R) IJAZ AHMAD SHAH,

: Minister for Interior



