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No. F. 22(22)/201s-Legis.-The following Act of Majlis-e-Shooro
( Parliament) received the assont of the Pre siden t on I 3 th May, 20 I 5 and is hcreby

published for gencml information:-

Acr No. lll or 2015

An lct to anend dnd consolidote lavt lor the regulation oJ the secunties

industry and thc p.otection of in,restors

WIIETE{S il is cxpedient to amend and consolidate law for the regulation of
the securiti€s industry, the proteclron of inv€stors and for the matters connected

there\r'ilh or ancillary therelo;

It is hereby enacted as follow:-

(r69)

L'179 (2015Wx. Gaz.l

'Price. Rs.83.50



l. Short litle, exteDt rnd commenceDcot--( 1) Ihis Act may be

called the Securiliesl.ct, 20 1 5.

I7O I'HE CAZ] I fE OF PAKISI\N. EX I RA,. MAY IE.2OI5 Prtrr I

PART 1

PRELIMINARY

(2) It exten,ls to thc whole ofPalistaD.

(3) Except br PART v, this Act shall come inlo force at once, and

PARI V ofthisAct sl ellcoDre inlo force on such datc as the Federal Government
may, by notification ir thcoflicial Gazette, appoint '

2. Defitriti 'ns.-In this Acl, unless there is anylhing repugnant in the

subject orcontexl,-

(i) "accredi ed" means accreditcd in accordance with section 67;

(ii) "Lssocia e", in relation to-
(a) a.n rndividual, means-

(l) that individuat's spous€, srn;adopted son, slepson, daughler,

adopteddaughter. stepdaughtcr,father, stepfather, mother,

steprnother, brother, stepbrother, s ister or stepsistcr;

(ll) any company o f which that ind ividual is a d irector;

(lll any company inwhich that individualor an) ofthepersons
mentioned in subclaus€ (i), hascontrol oftwenty percent
ormore ofthe voting power in the company, whethersuch
contml is exe.cised ind ivid ual ly orjointly; or

(lV any employee ofthat individual; or

(b) a co npany, means another compary in which the first-mentioned
corpany has control of not less thar twenty per cent of the
voti rg power in rhatcompany,

and a rcf:rence in this Act to an associated person or associatcd
company ihall be construed accordingly;

(iiD "auditor" means a chartered accountafll as defined in clause O) of
sub-secti( n (l) of section 2 ofthe Chartered Accountants Ordinancc,
1961 (X o'1951), to bcapFninted from the panclofauditors approved
by the Cor rmission !o perform the functio s assigned to auditors under
thisAct;
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(iv) 'halloler" means a person who providcs services to an issuer for
selecling the rcquired number ofapplicants ofpublic issue through a

ballot;
(v) "bank' means a bank lrccnccd under section 27 of the Banking

Conrpanies Ordinance, 1962 (LVII ol 1962);

(vi) "central depos itory" means any company licens€d by th€Commission
for the handl ing of securitics, as env isaged in the Central Depos itory
Act I 997 (XIX of I 9s7) and licenqed under section 49 of this Acr:

(vii) "cloaring facility" means a facility for tho clearing and settlement of
secudties fiaded on a securities exchange;

(viiD "clcaring house" means a company rhat is licenc€d by the Cornmission
as a clearing house under section 24;

(ix) "clearing mcmber" means a person who, is admitled as a clearing
member forclearing and scnlement on his ourl behalfas well as on
beha lf of others under tle regulations ofa clearinS house;

(x) "Commission" means the Securilies and Exchaage Commission of
Pakislan established under section 3 ofthe Securities and Exchan8e
Commission ofPakist n Act, 1997()OII of 1997):

(xi) "c.mmissioner" means a cornmissioneras defrned in section 2 (h) of
the Securities and Exchange Commission ofPakistafl Acl, 1997 (XLII
ofl997);

(xii) "company" means a company as delmed in clause (7) ofsub.section
(1) of s€ction 2 ofthe Companies Ordinance, 1984 (XLvll of l9t4);

Explanotion: -fhe expression "company" used in this Act, shall,
wherever the context requires, also include a body corporate or
corporation eslablished by any specia I enacEnetrt for the lime being in
forcc;

(xiii) "control" includes the right to appoint majority ofdirectors or to conuol
maragement or policy decisrons, exerEisable by a person individually
or through any person acting in concrrt drcctv or indirEctly, wheticr
by virtue of his shareholding, manag.ment right, shareholdcrs
agre€menl voting agreemenl or olherwisei

(xiv) "Court" mears the Company Bench ofa High Coun as provided in
sections 7 and 8 ofthe Companies Ordinance, 1984 (XLvlI of 1984);
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(xv) custom r" means a personon rvhose behalfa regulated person carrics

onan,'ft gulated sccurit i€s actrv ity and includesany person commonly
kno$.n a; an investor:

(xvi) "custom ir assets" means money received, receNable or retained by
or any ol 1er prop€rty dcpos 

'tcd 
with, a regirlated person in the course

ofhis bu iiness ior which he is liable to account to his customer. and

any mon ry or other property accruing fiere from;

(xviD "custom, a money" means money of ariy currency that, in the coursc
ofcarryir gon hisregulated sccurilies aclivitv, a regulated p€rson holds
or rec€iv )s on behalfofa customer or which he owes to a customer:

(xviii) "default ,roce€dings" means pioceedings or other action taten by a

clearing I ouse, stock exchanges and cent'al depository under its defau lt
regulatio ls;

(xir) "dcfault r 3gulalions", means those provisions ofthe regularions which
provide l)r the initialion olproc€edings or other action ifa clearing
member las failed orappearsto beunable or Iikelyto becomeunable,
to meet I is oblitalions for all unsettled or open market contracts to
which he is a party;

(xx) "deposit( ry receipl" means a certilicate or other record, whether or
not in th( form ofa document, which-

(a) is is sued by oron behalfofa person whoholds ary shares, debt
secr rities and warrants of a particular issuert ard

(b) ack rowledges that another person is entilled to rights in relation
to t le share, debt securities and warrants, debt securilies and
war ants ofthe same kind;

(E(i) "director', in relation lo a company, inclldes any person occupying in
relation t,, the position ofa director, by whatever name called;

(Edi) 'txperf i rcludes ban}er, securities advisor, engineer, valuer, accountant,
la*yer ar d aay other person whosc profession gives authority to a
stetemenr made by him;

O.\iii) "family" nea[s a spouse and lineal ascendants and descendants;
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(niv) "Iutures broker" means a person who, by way ofbusrrcss, whether
as principa I or a gent,-

(a) rnakes or offers to make with any p€rson or induces or attempts
10 inducc any person to enler into or to offer to enter into any
agre€ment for or with aview to the purchaseorsale ofa futurcs
contract; or

(b) solicitsor acccprs any order for, orotrerwis€ dealing in, a firrures
contract;

(Lxy) "futures exchange" means a public company dat Ls licensed by the
Commission as a futurcs exchange;

(xvi) "holding company" means a holding company as defined in sectton 3

oflhe Companies Ordinance, 1984 (XLVII of l9E4);

(rrvii) "issuer", in relationto securities, meansany pcrsonwho hasissued or
proposes to issuc a security;

(xxviii) "licenced person" means any person or entity licenced ljnder this Act
and includes a regulated p€rson;

(xxix) "listed company" means a public company, body corporate or other
entify any ofwhose securities are listed on securities exchange;

(xxx) "listed securities" means securities listed on the securities exchange;

(xxxi) "majority sharcholde/' meam shaEholderwho holdse owns orcontol,
directly or indirectly, more tha,l fifty pcrccnt ofthe shares having
voting righls in a company orwho, for other r€asons, has domination
or control ofthe company and includes a group ofshareholders \,\ho
collectively o\an more lhan fifty percent of shares or otlerwise havc
that domination or contml:

(xaii) "margin" means lhe amount ofcash, approved securities or ary othcr
form of margin as prescribed;

()oa\iii) "marketcontracd' means-

(a) a contnct subjed to rhe regulations oaa clearing house entercd
into by the clearing house with o claaring mehber under a

novation and for the purpose of clearing and settlement of
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trariactions using the clearing facilrty bcforc or after default
pro eedings have commenced; or

(b) atft nsaclion which is being cleared or setlled using the clehring
faci ity and subject to the regulations of a clearing hou se, whethcr
or rrt a novation referred to in sub-clausc (a) is to take place;

(r,criv) "money" ncludes ary form ofmonq,, whcthcr rcprcscnlcd byach€que
or other J ayablc order or ofierwise:

(xrrv) "non-banring finance company_' shall have the same meaning as

assigned l),t in claus€ (a) ofsection 2E2A ofthe CompaniesOrdinance,
1984 (xl Vll ol l984);

(roo<vi) "offeror" means any person or entity holding, directly or indirectly,
such nun,ber of securities f,s may be prescribed and offers such

securities for sale to the public or invites any other p€rson to make

5ubscript )n for such an offer and includes an issucri

(r\o(vri) ''prescri ,ed" mcans prescribed by regulations made by the
Commiss')n:

(xxliii) "principa ", in relation to arepresentative, means the regulated person

which th( representative represents;

(xxxi\) "privarc ( ompany" means a privatc company as defined in claus€
(2 8) of su Fsect ion ( I ) o[ section 2 of the Companies Ordina.oce, l9E4
()OVII o 1984);

(xl) "priyatc ( flerin8 (non-public offering) or privale placement" means

an offer I ) sell or issue securities to a group of investors (whelher
individua or institutional) not more than the number prescribed and
notusing he print or electronic media for inviting offers;

(xli) 'lrospect 
's" 

means any document descriM or issued as a prospectus
and inclu( es any documenl notice, circular, material, advenisemen!
offer for s e documenl, publication or other invitation offering to the
publ ic (or any scction oflhe public) or inviting offers from the public
for the sul,scription or purchase ofany securities ofa company, body
mrpomte )r cntity, other than deposits invited by a bank and certificate
ofinvestn ts imd certificate ofdeposits issued by non-bankingfinance
companie ;

n
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(xlii) "public company-' rnears a public company as defined in clausc (30)
ol sub-section (1) ofsection 2 ofthe Companies Ordinance, l9E4
(XLVII of 1984);

(xliiir '!ualified insl irut iona l buyei means-

(a) a bank;

(b) a financ ial institution es delined under c laus€ ( l5A) ofsu E s€ction
(l) ofsection 2 ofthe Companics Ordinance, 1984 (XLVII of
1984);or

(c) any other entity, which is notified by the Commission as a'qualified
institutional buver'based on the criteria prescribcd under' rEsulalions;

(xliv) "quotation and trade reponing syslem " means the operation of facilities
that permit the dissemination ofprico quotations for the purchaseard
sale ofsecurities and reporu ofcompleled transaclions in securitiesl

(xlv)'tccord"meensalldocumenkry,electronicanddigitalmaterialscreated,
generated, sent. communicated, received or stored, regardless of
physical form or chsracreristics;

(xlvi) "rcgulated markel 'means any securilies exchange, ovcr-the-counter
market or platfom that is lic€nsed bylhe Commission;

(xlvii) "regulated p€6on" means a peEon or entily liccnccd by the Commission
under Part V ofthis Act to carry on any regulated s€curities activity;

(xlviii) "regulated securities activity" means a rEsulated secu rities activ ity as

specified in section 63;

(xlix) 'tegulations" means regulations made by the Commission under this

(D "r€presentative" mears an ird ividual, by whatever name called, inthe
employment ofor act ing for or by arrangemenl widr, a regulated person,

who carries out for that reEulated person any such activity (othe. than
work ordinarily performed by acco|,nlants, clerks or crsh iers), whether
or not he is remunerated, and whether his remuneration, ifany, is by
way ofsalary, wages, cornmission or otherwisc; and inclu&s ary ofricer
ofa company who performs for the company any such activity wheder
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or not h, is remuncra(ed, and whether his remunerarion, ifany, is by
way ofs rlary. wagcs, commission orotherwisc and includes an agent
ofa regr lated person;

(li) "rules" r rcans rules made under this Act;

(lii) "securiti js" in the case oflistcd instruments includes

(a) she res and $ock of a company (shares);

(b) an) instrument creating or acknow ledgin g indebt!'dness wh ic h is
issr ed or proposed to be issued b) a company includinS, in
par icular, debcnrures, debenture stock, loan stock, bonds,notes,
corrmercial paper, sukuk or any other debt securities of a

cor rpany, whether constihrtirg a charge on thc ass€ls of the
corrpany or not (debt securitres);

(c) Ioa r stock, bonds, sukuk and other instrumenls creating or
ack rowledging indebt€dness by or on bchalfof a govemment
cen ral bank or public authonty (Govemmenl and public debt
secrrrities);

(d) mor oraba cerlificates, particilxtion telm certificates and term
finarce certificates;

(e) any i8ht (whether confenEd by warrant or otherwlse) to subscrihe
for ,hares or debt securities (warrants);

(f) arly rption to acquirc or dispose ofany other $curity (options);

(g) unitr in a collective investment scheme, including unils in or
s€cr rities ofa trust fund (whelher open-ended or closed end);

(h) the r i8hts under any depository ,eceipt in respect ofsharcs, debt
se'Jr rilies and wararts (custodian rcc€ipts): and

(i) any ,ther instrument notified b], the Commission to be securities
for ( re purposcs of lhis Acq

but does rol include-

(a) firtur es confi-acts;

(b) bills cfexchange;

(c) pron issory notes; and

(d) certi icales ofdeposit;
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(liii) "securtties adviser" means a person, who -
(a) givcs invesheDtadvict onwhether, which, the time at which or

the lermsorconditions on rvhich, securities may tx bough! sol4
exchanged or subscribed for;

(b) issues analyscs or reports, for rhe purposes of facilitaling the
rEc ipicnts ofthe analyses or reporls to make decisions on whether
orthc time at which or the lerms or condilions on which, specific
securities may be bought, sold, exchanged or subscribed foq or

(c) adv iscs on dre management ofa portfo lio ofs€curilics for another
person _

(i) without holding prop€fiy ofthe other p€rson; and

(ii) on terms that preclude him liom doing so,

but does not include

(l) a bank;

(ll) a person who gives such advice or issues such analyses or
rePorts -

(A) in a newspaper, magazine, book or other publicatior which
is made generally available to.the public, and which does
not havc &s is principal or only object the provision of
advice or the issue of analyses or reports, conceming
securities; or

(B) in television broadcast or radio broadcast for rEception by
the publc, whether on subscription orothervise; and

(III) any olher person excluded to the such extcnt as may be notified
by fieCommission;

(livl s|xurities brokei means a lrading riShrenritlemeot ccrlificale holder
or "TRE ' cenificste holder who, by way ofbusiness, -
(a) ma-kes oroffers to mal(e wih any person or induces or atlempts

to induce any person to enter into or to offer lo enter into, any
agreement for or with a view.to buying, selling, exchanging or
rubscribing fot securities; or
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(b) sol citsoraccoplsany ordcr fororotherwise trading iD. or cffects

lrar sactions iD. sccurilics for clicnls or on its ow, rccount;

(lv) "sccuriti )sexchange" nreans a public companylhat rs lrcensed by the

Commis.ion as a securities exchange under section i:

0vi) "secu.iti s manager"meansa person rvhomanages or olfers or agrees

to manais, with or without remuneration, a portfolio of securities
hclongin I ro anolhcr person, wherher on a discretionary authority

tsrdnrcd I v rhal other person or otherwise:

(vii) "securni, s market" meansany marl€t or placc at which orany seNic€
orfacilif iwhcthe r clcclronic or otherw is€) b] means of wh ich, offers
or invita ions to sell. purchase or exchange securitres arc regularly
made on r centralized basis, being offers or invitations that arE intended

or may rt asonably bc cxpected, to resuh, directly or indircctly, in the
acceptan:e or making, respectively, of offers to sell, purchase or
cxchang( sacurilies;

(lviii) "senior nanagement officer" includcs, chief executive officer/
rn anagint : director, deputy managing director/chiefoperatinS ofiicer
and chiel regulatory officer or holder ofsuch positions by whatever
name cal ed;

(lix) 'senleme lt'', in relation ro a market conlract, includes partial s€ttlement

(h) "shelfret isralion" mcans an arangementthatallows a singlc offering
documen a llowing companies to make multiple ofFcrin gs as disclos€d
in the of'ering document wirhin a prescribed time and subjecl to
prescribe I conditions;

(hi) "subsidir ry" means a subsidiary as defined in section 3 ofthe
Compani:s Ordin nce, l9E4 (XLVII of l9t4);

(L\ii) "substa al shareholdcr", in relation lo a company, heans a person

who has .n interesr in shares ofa company -

(a) the rominal value ofwhich is equal to or more than ten per cent
oftl e issued share capital ofrhc company; or

(b) whi h enables the person to exercise or control lhc exercise of
ten l,ercentormore ofthe voting power aI a general mceringof
rhe r ompany;
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(lxiii) tading in sccuritics" means (whcther as principal or agent) -
(a) making or offcrirg to make with any persorr, or inducing or

att€mpting to induce aryperson to enter inlo or lo offcr to enter

into, anyagreement for oa with a view to the purchase or sale of
a security; or

(b) soliciting or accepting any order lor or otherwise trading in a

security:

(txiv) 'frading right en(illcment certificatc" or "TRE cerlificate ' means a

lrading right entitlcment certificate asdefined in theStock Exchanges

(Corporatization, Demutualization and Integmtion) Act, 2012 (XV of
20t2):

(lxv) 'tnding right entitlement c€rtificate holdcr" or "TRE certificate holde/'
means a tmdinB right cnrillement certificate holder as defined in the

Stock Exchanges (Corporatiation, Demutualization and Inlegration)
Act, 2012 (XV of20l2); and

(Lxvi) 'underw,rile/'means a person sho -
(a) on a fiIm commitment basis purcheses newly issued securities

or securities ollered for sale for the pueos€ ofpublic r€sale on

behalfofthe issuer or offeror or who guarantees to an issuer or
offerorthal thc unsold residueof dte issuer'spublic issueorsale
wil! be taken up; or

(b) on a best efforts basis acls as an underwriter for the rssuer

PART II

SECURITIES EXCI'AIIGES

3. Licetrsing rcquiremenl-{l) No p€rson shall establish or operate

or assist in esl-ablishing or operating or hold hiFselfout as op€ratinS a s€curities

marketexcept underand in accordance with a securities exchange licence granted

by the Commission undersection 5.

(2) 'Ih€ Commission shall determine lhe number and places for the

establishment of secudties exchanScs.
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4. f,ligibili f for liccnsing.-{1) Subject to sub-section (2), a public

company having an o )ject to operate as a stock exchansc shall be eligible [or
Iicensing as a securitie; exchange onl), if

(a) it has, ar C maintains at all times, a mrnimum paid up capital (net of
losses) o rupees five hundred million o. such higl'ler amount as may

be notifi{ d by the Commission;

(b) not mor( than such percentage of share ofthc company as may be

notified I ytheCommission is held directlyorindirectlybya-

(i) secrrities broker or any connected person or the majorily
sha.eholder of such securities broker, or an associate of the

ma ority shareholder ofsuch securities broker;

(ii) sec rriti€s exchange or any connccted person or the majority
sha eholder ofsuch securities exchange, or an associate ofthe
ma ority shareholder ofsuch securilies exchange;

(iii) futl res broker or any connected or the majority shareholder of
suc l futures broker, oraD associate ofthe majoriry shareholder
of ! uch futures brokeq or

(iv) futrrres exchange or an). connected person or the majority
sha rholder of such futures exchange, or an associate of the

ma ority shareholder ofsuch futures exchange:

Provided that the Commission may rn the ollicial Gazette

nol fy any class or classes of persons to hold such number of
sha.es of the sccurities exchange as the Commission deems

apFropriate;

(c) its plom fcrs, directors, majority shareholders, senior management
omcers lulfill the fit and proper criteria as may bc prescribed; and

(d) it satilfies such other conditions as may be prescribed

(2) For the )urposes of clause (b) of sub-section (1). two or more
companies are connec ed companies ifone ofthem is

(a) the holdi rg company ofthe other;

(b) a subsidiry ofthe other; or

(c) a subsidi rry ofthe holding company ofthe olher



PARr Il THE (;AZETrE OF PAKISTAN. EXTRA.- MAY 18,2015 l8l

5. Grant ofliccncc.-{ l)A public company eligible fora licence may

apply to the Commission lo be l;cenced as a securities exchange in such form and

manner as may be prescrib€d.

(2) The application undcr sub-section (1), shall be accompanied by the
prescribed fee.

(3) The Commission may require an applicanl to provide the Commission
with such further information as itconsiders necessary inrclation to the application,
in such form or vcrified in such manncr as thc Commission may di.ect-

(4) The Commission may, in writing, subject ro such conditions or
restrictions as rt may think fit to impos€, Eranl licence to a public company as a

securities exchalge ifthe Commission is satisfied ftat Ge compary shall opemle a
fair, tmnsparem and efficrcnt securities market; manage any risks associated with
its busincss and operations prudently and enforce compliance by TRE certificate
holder and Iisted companies with its rEgulations.

(5) In the exercise of its powers to Srant licence under sub-section (4),
the Commission shall have regard to whelher,-

(a) th€ company's regulations make satisfactory provision fior -
(i) a fair, l.ansparent and efic ient ma*el in securities that are traded

through its facilitics;

(iD de proper regu lation and supervision ofTRE ceiificate holder
and I istcd companies;

(irl appropriate measures for the protection ofcustomers;

(iv) an equitable dislribution ofthe dues, fees and other charges lev ied

by the company;

(v) the trading in securities by its olficers and employe€s; and

(vi) any other matters as may be prescribed;

(b) the company has sufficieot financial, human and system rEsources

to-

(r) esu-blish and opemte a fair, transp.Ient and ellicient securities
market;
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(ii) me x contingencics or disasters, including events such as

tec rD ical complicat i s occurringwith automated systems; and

(iii) pror'ideadequalesccuritv arrangcments,

(c) the coml,any has made arraDgement with respect to the appointment,
rcmoval:rom oflice and functions ofthe persons resFrsible for rnakin8
or enfor( ing the exchange regulations, in such nra rcr to secure a

Proper b rlanc€ -
(i) bet veen the interests of the TRE certificalc holder of the

con rpany; and

(iD bct veen the inter€sts of the compaly or its TBE certificate
hol l€rand the public interest:

Provided lhat the afia[gements shall not be re8ardcd as satisrying
these rcquirements unless the persons responsiblc for such mafters
include e number ofpersons independent of the company, its TRE
certifical ) holder and other reSulated persons sufficient to ensure the
balance r:f€fied to in sub-clause (ii), and

(d) itwould Lot be c ontmry to lhc pu blic interest lo licence the compan)

(6) Subject ro tle provisions oflhis Ac! a secu.ities exchange licence
shall be granted subje( t to such annual rcncwal lbe as may be prescribed.

6. Duti.s ( f s€curiti€s erch.nge,-{l) lt shall be the duty of a

securities exchangc to .nsurE -
(a) a fair, I ra. rsparent and eficientmarket in securities that are traded oo

its sccuri ies market; and

(b) that risks associaled with its business and operattons are managed
prudently

(2) In discha ging its duty under sub.section (1), a securities exchange
shall

(a) act in the public hterest; and

(b) ensure thr t the interest of invcslor. customer and public at large pr€va ils
wheae it , onflicts with the intcrcst of the securities exchange, TRE
ce lficak holder, shareholdcrs, board ofdirectors and management
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(3) A securities exchatrgc shalloperatc its facilities in accordancc lvith
rhe regulations madc under section 7 and approved under section 8.

(4) A securities exchange shall regulate thc operations. skndards of
praclice and business conduct o[TRE certificate hold€r and their representatives
and other employccs in accordance with the regulations, policies, procedures and
pmctrces of the securities exchange-

(5) A securities exchange shall ensure that the listed compani€s and its
designated officers shall comply wirh the regulations, policies, proccdurcs and
praolices of the securities cxchangc.

(6) A securities exchan ge shallpreserve confidentialitv with regard toall
information in its possession conceming TRE cenificate holder and theircusromers,
except that such information may be disclosed by the securitics exchange as and
when required in writing to do so by theCommission or by aclqring house under
ils regulations or req u ired under any law for the time being in force, or it is ordered
to do so by the Court.

(7) A securities exchange shall have efficient procedures and
arrangements for addressing customer's complarnts.

(8) The securities exchenge shall put in plac€ such structural provisions,
operating procedures, and survcillance techniques to detect and prevent insider
trading and market abuse.

(9) A securities cxchanSe shall immcdiately notiiT the Commission ifit
becomes aware

(a) ofa financial ineBularity or other matter which in the opinion olthe
s€Eurities exchange may indicat€ $ar its financial integrity is in queslion
or that it is unable to meet ils legal obligations;

(b) tharany TRE certificate holdcr is unable to comply with any regulotion
of the s€curities excharge or any financial resources regularion:

(c) ofa financial irregularity or other matter which in the opinion ofthe
securities exchange may indicate that th€ financial standing or integrity
ofa TRE ce(ificate holder is in question or that a TRD certificate
holder may not be able to meethis legal obligations; or

(d) ofnon-compliance orviolation by a company listed on such securities
exchange of any provisions of this Act or any regulations made by
there under
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( l0) A secur ties cxchange shall immediately notiry the Commission of
a[y action takcn agair sl a TRE certificale holderor listed company.

(l l) A securi.ies exchange shall at all times provide and mainlain, forth€
conducr of its busines .-

(a) adequatr and properly equipped premises;

(b) automarsd systcms wirh adequate capacity, facilities to meet
conting( rcies or emergeDcies, phlsical, virlual and logical securily
arrangerrents a[d technical support; and

(c) compreh:nsive business cootinuity plan.

(12) A securi:ies exchange shall ensure lhat appointnent or removal of
chiefexecutive office and chiefreSulatory olficers by whatever names called is
made with l.he prior ap raoval ofthe Commrssion.

7. Regulsl ons of securities exchrnge.-{l) Without limiting the
generality ofsuEsecti )n (4) of section 5. the regulations ofa securities exchange,
may male provision- -

(a) wilh resF:ct to th€ constitution, powers and functionsofdrc goveming
bodyof t )c securities exchanSeard matters relatingtodisciplining of
the direc ors, officers and functionaries ofthe s€curilies exchange;

(b) with resp )cl lo the development ofrisk manaSement system, including
control n easures and safeSuards wrth respect to large exposures, and
mafters ( onnected therewithi

(c) with reslecl to the risk managemcnt procedures. misalignment of
incentiv{ s and conflict of interest between securities b.oker, its
employe, s and itsclienrs;

(d) with resl ect to disclosure of conflict of interest by directors and
crEploye s ofthe securitics e\changes:

(e) with resp ct to the el igi bi lity, admitlance and conduct ofTRE certificate
holder;

(f)

(c)

(h)

with resp rct to listing and delisting ofs€curities;

withresp dtothe appointmcnt and funqioning of lntemal auditors;

expulsior, suspension or disciplining oI TRE certificate holder for
conduct i rconsistent withjust and equitable principles in connection
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wirh trading in securities or for a contravention bf the regulatrons of
the securiiies exchante;

(l) wilh respectlo liquidation of the assrls ofsecurities brokers deposited
or in control ofthe securities excha[ge 10 fulfil I customer claims arisiog
there liom;

C) wifi resp€ct to the lerms and conditions under which securities may
be traded;

(k) with respect to op€rational, information system and rcgulatory audit of
securities broker and securities exchange includinS the regular
&ssessmcn! oftrad ing systems as well as the assessmentofreliability
and ellectiveness ofall risk managerrenl and control measures

implemented by s€curities cxchange;

(l) wilh rEsp.ct to the m€chatri$m for inspection and provisions r€latill8
to audit and compliance ofsecurities brokers including cooperation
wilh other licensed cllities forviolation ofany rcquirement oflhisAct
or any rulcs or reBulations made therc under;

(m) wiLh rEspect to proprietary trading by TR-E c.rtificate holder:

(ll) effective surveillance and moniloring to detect and prevenl insider
tmding and markel abuse practices;

(o) with respect to fair and properly supervis€d tEding practicesl

(p) with rEspect to the prohibiaion of trading in s€curities by securities
brokers orlhei. reprcsentatives, either directly or indirectly, for their
own accounts or accounts ofassocieted persons, exc€pt h acaordanc€

with the regulations of lhe securities exchangc;

(q) with resp€cl to medsurcs to prevenl manipulatiorl marketrigging and
artrficial markets in its securities market;

(r) for preventing th€ excessive use of credit by way of inirial or
maintenance margin in rcspect of the purchase or carrying of any
securhies;

(s) for effective know you. customer and cusiomer due diliSence policies
and procadurcs and other matters aacillsry to onti-moaey launderiDg;

(t) the r€cordingand publishing of details ofrad ing;
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(u) the finan( ial integrity ofsecuril ics broker such as ro prot ide reasonablc

assuranc( that all obligations out ofthe trading in securitics on the

securihcs markct oflhal securities exchange will he met;

(v) wilh rcsp )ct to the fee and charges payable for facilities and services
provided ry the securities exchange;

(w) wilh rEsp rt to brokcrage and other charges by sccu.ities brokers;

(x) with resp:ct to the equitablc allocation of the dues, ftes and other

charges I vied by the securilres exchange;

(y) with resp:ct to settlement ofclaims and dispute resolution b€tween

any ofits securities brokers. or betwe€n s€curiti€s brokers ard thet
customer i, or between secudties brokers and their accredited
represcn! tives or bctween accredited representalive(s) of securities
bmkers ar d their crEtomers, in relalion lo any market contsact o f the

secuaities exchange;

(z) where a s )curities broker appears to be unable o. likely to b€comc
unable, t( meet his obligations in r€sp€ct of one or more market
conEacls, o enable action to he taken lo close out his position in relation
to all uns ttled market contracts to;hich he is a party, including
facilitarior in defbulr proceed ings; and

(aa) generally br the carrying on the business ofth€ securities exchanSe

with due. )gard to rhe intercsts and protection ofthe investing public.

(2) The reSul tions ofa securities exchange shall applyto-

(a) the st.uriti rs exchange, its employees and its dirEctors aad the s€curities

exchan8e ftall b€ responsible to ensur€ theiI compliance with stch
regulatiom;

(b) securities ,rokers, their reprcsentatives and other employees and the
se.urities l,roker shall b€ resF,onsibleto ensure lheir compliancewith
such regul [ions; and

(c) listed comt,any

(3) The powe to make rEguletions conferred by this section on $e
secu ties exchange shal be subject lo the condition ofprevious plicement ofthe
soid regulalions on the $ ebsit€ of the securities exchange along with rhe rationale
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for elicitint public opinion thereon for a period ofnot less than seven days stanrnt
from the date ofits placement on the website:

Provided that on an application by the securities exchange, dre Commission
may waive the condition ofelic iting public opinion in ceses requiring the immediate
implementalion of a pmposed reBulelion(s).

(4) The Commission may, by notice in writing served on a securities
cxchangc. require it-

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

(b) to amend regularions rcfcrrcd to in the notice in the marner and within
the period specified in the notice.

(5) Where the Commission is satisfied thata securities exchange has not
c.mplied with a rcqu ircment referrcd to in sub's€ction (4) wi&in he period sp€cilied
in the notice, theCommission may make or amand the regulations specificd in the
notice instead ofthe securities exchanSe and thc regulations so made o. amended
shall be deemed to have been made or amended by the secu ties exchange and
shall have effect accordingly.

8. Approvrl of reguletions or rmcodments lo regulatioDs of
s€crrilles erchrnge.-{l) No regulatior of a securities exchange or any
amendftent whether by way ofrescission, substitution, aheration or addition to a
regulation shall have €frect unless it has the approval in *riring ofrhe Commission.

(2) A securities exchange shall submit or c{lrs€ to b€ submitted to thc
Commission for its appmval the regulations and every amendment therero that
requi.e approval under suLsection (l), togetherwith explanations oftheir purpose
and likely effect, includingth€ir effect on the investing public, in sufricient d€tail to
enable lhe Commissio, to decid€ whelher to approve them or refuse to approve
them.

(3) The Commission shall, by notice in writing s€rved on the securilies
exchange, givc its app.oval or rcfuse lo give its appmval to the regulations or
amendmenl ofthe rctulations, as the cas€ may be, or any part lhereof

(4) TheCommission maySive its approvrl under subsection (l)subject
to requirements that shall be satisfied before the regulations or afiendmenr ofthe
regulations or any part thereoftake efFect
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(5) Subjcct I ) the approval ofthe Coflmission under sub-section (3) all
regulations oramendr ents to ther€gulations made by the securities exchange shall
be notified in the offi( ial Cazette and shall take effect from such date as may be

specified inthe notificr tion.

9. S(sluto y obligation oI secrrities broker to comply with
regulo(ions ofseauriries erchrtrge. Securities broker ofa securities exchanSe

shall comply with the reSulations of that exchange.

10. Securitils €rchenge to essist the Commission.-A securities
exchange shall provid( such assistance to the Commission as the Com m iss ion m ay
require for the perform. nce ofthe functions anddutjes ofthc Commrssion, including
thc fumishing ofsuch r )tums and the provision ofsuch books and other information
rolating to the business )f the securities exchange or in respect oftadinS in securities
or any other rnfomati )n as the Commissron may requrre from time to time for the
proper administration, f this Act.

ll. Review lf disciplinary actioo taken by s..uriliB .rchAtr8e.-{l)
Where a securities e)r:hange reprimands, impose penalty, suspends, expels or
otherwise takes disciplLnary action aSainst securities broker in accordance with its
regulations, the securiries exchange shall immedialely inform lhe Commission in
writinB ofthe namc of Ie sccurities broker, the reason for and narure ofthe action
taken, the amount ofi ny sum imposed by way of p€nalty and the peflod of any
susPension.

(2) The secu ities exchange shall grant an opporuniry ofbeitrg heard to
the securities brokcr b jforc it impose a penalty, reprimands, suspends, expels or
otherwise takes discipl nary action against the securities broker:

Provided that vhere the s€curities exchange is $atisfied thar delay in the
suspension ofsecuritk r broker shall be detrimental to the interest of investoE or
the public in generrl, th j securi tics exchange may, after recording reasons in r*,riting,

immedialely suspend tle securities brokertillthe timean opportunity ofh€aring is
provided to the securili)s brokerand a final decision istalen within a period ofnot
more than thirty days.

(J) Thc Con mission may, on its own motion or on application by atr

aggrieved person, revi iw any disciplinary action taken by a securiti€s exchange
under. sub-section (l) rnd may affirm, modi& or set astde lhc dccision of lhe
securities exchange aff:r giving the securities broker and dre securities exchange
an opponunity ofbeinE heard.

(4) Nolhing n lhis seclion shall preclude the Commission, in any case

wherc a securities exch nge fails to act again$ a sec urities broker. Iiom s uspend ing,
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expelling or olhcrwise disciplining a securities broker, but before doing so thc
Commission shall give the secu rities broker and the securitles exchange an opportunity
to be heard:

Provided that wherc Ge Commission is satisfied thatdelay in the suspension
ofanv securities brokershall be detrimental to lhe interest ofinvestoB or the public
in g€neral, the Commission may, aflea re4ordint reasons in wrtring, immediately
suspend any securities broker till the time an opportunity ofhearing is provided to
the securities broker and a finai decision is taken wi$in a period ofnol more than
thirtydays.

(5) Any action taken by a securities excharge under sub-section ( I ) shall
be \} ithout prejudice to the power oflhe Commission to take such firrther action as
it de€ms fit witl regard to the securities brokcr or his licence.

12. Power of ihc ComlnissioD to issue direclioos to sec[ritie!
crchrtrge,-{ I )The Commission may, ifit considers it nqcessary or expcdi€nt -

(a) for ensuring far, transparent and effici€nt s€curilies markets or for
ensuring fat, transparent and effiaient clearing and seftlement of
securities transactions,

(b) for cnsuring the integ ty of, and propermanagement ofsysterhic risk
in, sccurities markets;

(c) for ensuring a fair and proper Bovemarce structurc of th€ s€curities
exchange; or

(d) in thc interest ofthe public or for the protection ofcustomers, issue
directions to a securities exchange by notic€ in writing either of a
general or sFcific nature.

(2) Wi$out prejudice to the Senerality ofsub-section (l), ary direction
issued under tbal suEseclion may rclate to -

(a) the radinB or the term ination oftradingon o. throuSh the facilitiesof
that s€curities exchanSe;

(b)

(c)

(d)

any securities listed or quoted on that secu ties exchange;

th€ manaer in which s€curities cxchaDge carries on its business,;

rEmovins or suspending the directors or omc.rs of th€ s€curities
exchange fiom offic€ or suspending securitics brokeE oftbe securities
exchange; and
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(c) any oth:r matter that the Commission considers necessary for the

effectiv,' adm inistmtiofl ofthis Act or the rules or regulations made

under tl. Acl,

and the securities exc lange shall comply with any such direction.

13. Em.rglDcy powers of thc Commission.-(l) where the
Commission has r€aso l to bc lieve or decides on the recom mendation ofthe scturities
exchange, thatan eme gency cxis6 or where the Commissior consideE it necessary

or expedient in the intt rest ofthe public or scclion ofthc public or for the protection

ofcustomers, the Cormission may direct by notice in writing a securities cxchangc

to take such action as tconsiders neccssary to mainlain or restore fair, transParent

and efficient tradinS ir secu rities or any class of securities, including bu t not limited
tq-

(a) liquidat( any position in resp€ct of any securitjes or any class of
securitie;;

(b) terminat: t'ading on a securities market;

(c) suspend rading on a securities market;

(d) confinel adingto liquidstion of securilies positions;

(e) order thc liquidation ofallpositions or ptn thereofor the reduction in

such pos tions;

(f) limil fa( ing to a specific price range;

(g) modiryt ad ing days or houE;

(h) requirc a ly peEon to act in a sFcifi€d manne. in re latiofl to tsadint in
securitier or any class ofsecurities: and

(i) modiS c'suspend any ofthe re8ulations ofasecurities exchange,

and the sacurities exch mge shall comply with lhal direction.

(2) Where th ) Com m ission suspends tradin8 on a secu rities market under
claus€ (c) of sub-secti )n (l) the suspension shall be for a peflod not exceeding
three months, provided that the Commission may, ifitconsiders it necessary extend
the suspension for one futher period not exce€ding thrce months at the expiry of
whichthc Commission shall eithernotii,lh€ securities exchan B€ in uriting that thc
susp€nsion has expilE,l or proce€d to canc€l the securities exchaflge licence or
pess such o.ders as it ( eems appropriate.
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(3) Where a securities exchange fails to comply with a direction ofthe
Comrn ission under suEsection ( I ), within such lime es is sP€.ified by the Comm ission.

the Commission may take all necessary actions as it deem appropriate.

(4) In this section, "emergency" m€ans -
(a) an act ofgovemment afle.ting secuities;

(b) any major market disturbance which preventa the market from
accu.ately rcflccting the forces of supply and demand for such
securities; or

(c) any othersituation orpractice which in the opinion ofthe Commission
constitutes an cmergency,

14. SusperBion or carcellqtior of s€turiai€s etchrDgc liceDce-- (l)
The Commission may, by notice in writing served on the securities cxchdlge,-

(i) suspend $e license gftrt€d under this Act with efect from the date
sp€ri fied in the notice for such period as may tre specified in rhe notice;

(ii) cancel a securities exchange licence granted underlhisAct with effect
from the date specified in the notice; or

(ii, supersedc the goveming body or other authority of the securities
exchange; or

(iv) susp€nd or rEmove th€ dircctor, otrrcer, or a TRE certificate holde.
from his olfice or securities exchanges.

if the securities exchange -
(a) ceases to comply with the eli8ibility conditions specified in

section 4:

(b) ceases to operate a s€curities markel that it has bcen licensed to
undct section 5;

(c) is beingwound uporenteE intosn armngerne widt itscredirors
or members without the prior writrcn approllal ofdlc C.ommission;

(d) fails lo comply widr atry rEquirEment ofthis Act or any other
applicabl€ law;

(e) fails to comply widl a direation ofthe Commission;
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(0 fa ls to providc the Comm ission $,ith information requircd by lhe
C( mmission or provides false ormisleadinS information;

(s) is )peraling in a rnanner detrinr eu tal to thepublic rntercst; or

(h) re( uests the Commission ro do so.

(2) For the I urposes o f clause (b) of su Fs€ction ( I ) a securities exchange

shall be deemcd to h.ve ceased to operate its securities market if--

(a) it has cc sed toopcrate its securities martet for morc than thirty days

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

(b) ithasce: sed to ope.ate such s€curities market under a direction issued

by theC rmmission under seclion I2 or 13.

(l) The Cor mission may by the notice served under suLsection ( I ) perm il
the securities exchang, lo con tin ue, on or after the date on wh ic h the susp€nsion or
cancellation is to take :fTect, to carry on such activities alfected by the susp€nsion
orcancellation asthe (:ommission may spcciry in the notice for the purpose of-

(a) closing drwn the operatioos ofthe s€curities exchange; and

(b) protectin tthe public intcrest

(4) Except yhere responding to a request under clause (h) ofsub-
section (l), the Commi sion shal I not tate action u nder sub-secl ion ( I ) without first
givingthe securities ex )hange an opportunity of being heard.

(5) Where th, Comm ission suspends or cancels the licence of a securities
exchange under this se ,tion, il shall cause notic€ ofthat facr to b€ published in at
least two daily newspal ers having widc circulation.

(5) Any notice ofsr Lspcnsion undcr sub-section ( 1) may direct that the functions
of the Boveming body of the securities exchangc shall be prform€d during the
period ofsuspension b] such person as may be specified in thc notice.

15. Eff€ct of r.melbtioo of liceDce.-A carcellaton oflic€nce aeferred
to ir section I 4 shall n( t oFrale so as to -

(a) avoid or , ffect ally agftement, transaction or arrangement enterEd
inlo on the s€curities market oprat€d by thc s€curities exchange where
the a8r€€r rent, transaction or aEangemenl \ras entered into b€fore
the cancel ation ofthe licence: and
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(b) affect any right, obligalion or liability arising under such agreement
transaction or arrangement.

16. Accounls rnd audit.--{ l) A securities exchange shall keep proper
books ofaccounts and rccords oI its profit and loss, assets and liabilities and all
other traDsactions ofrhe securities exchange as may be prescribed.

(2) The securities exchangc shallsend audited financial statements along
u,ith audihr's report of the securitics exchange for the financial year, including
such other ilcms as may be prescribed, wilhin rhrcc month after the end of each
financial year or such lalcr time as allo\ /ed by the Commission.

(3) The Commission may, where it dcems appropriate, also require
operational aod regulalory audit to be conducted by an indepcndent auditor in a
prescribed manner.

(4) The audrtors repo( shall be in such a manner as may be prescribcd

(5) The auditors shallhavc a righl ofaccess atallreasonable times tolhc
books, accounts, vouchers and othcr rccords of the securilies exchange and are

enritlcd lo require from officers of lhe securities €xchange such information and

explanarions as they consider necessary for lhe performance of their duries as

audltor

(6) The accountrng and olhcr records raluired to be reported under lhis
secrion shall be preserved by lh€ securities exchange for a period often yeaE or
such longer p€riod as may be prescribed.

17. Powcr of the Commission to rppoitra .uditor.-{ l)Where the
Commission is satisfied that it is in the public interest to do so, h may appoint in
nririnB an auditor for special audit, at the exp€nse of the secuntrcs exchange, to
€xamine, auditand repor! eithergenerally or in rclation to any mater, on the books,
accounts and necords of a securities exchange,

(2) The Comm issbn may appoint qecirl audifors to ftmish $e Commission
with a regulation compliance audit report in th€ form and manner prescribed.

It. Arourl repon.-{l)A secu.ities excharge shall, within four monlhs
afterthe end of it fmancial year or such later time as allov,fed by theCommission,
give to the Commission an annualreport lhat includcs -

(a) adescription oftheactivities undefiakcn by the securities excharSe in
the financialyear:
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(b) the resourc:s(including financial. tech no logica I and human resourccs)

that the scc rriticscxchange had available, and us€d, in ordcrlo ensurc

complianc( with its obligations and, in particula( ilsohligation locnsure
that the sccirities marketofthc sccurities exchangc operates in a fair,
lranspane and efficient manner;

(c) an analysis ofthe extent to which the secur(ies exchange considers
that the act. vities undcflaken, and resou rces used, haveresulted in full
o.rmpliance widr al I of is obligalions un,lcr this AcL rules and regularions

made unde thc Acl: and

(d) an indep€n( enl rcgulat ion compliance rcport fiom $e auditorccrtirying
regulatory, ornpliance ofthe sccuritics exchange during $e financial
year.

(2) The securi:ies exchange sball ensnre that the annual report is
accompanied by such otl er information and solemenls ils ma) bc prescribed.

(3) 'Ihe annual report shall be accompanied by an audit report

19. Listing of securities.-{l) .{ company that wishes to have iis
securities listed on a sccur itics exchanSe shallrubmit anapplication inthe form a-nd

manner specified by the s:curities exchangc. and send a copy of the application lo
the Commission.

(2) Upon rcccit t of an application under sub-section (l), the securities
exchange may, if it is satisl ied after making such inquiry as il may consider necessary

thatthe applicant fulfils th : condilions prescribed in this b€half,listthe securities for
trading on the securilies (\change-

(3) Where a se( urities exchange refirs€s lo lisl a company's securities,
theCommission may, eifi )ron petition by the applicantmade within the prescribed
time or on its own motion dircct the securities exchange to list the securities.

(4) Where, afte the lining of securities, the Commission or securitics
exchange finds that the al plrcation is deficient in any material respecl or lhat the
company has failed to cornply with any prcscribed condition or requir€ment and
that lhe continued lisling of the s€curities would not be in thc public interesl,
the Commission or tle secr nties exchange may, by ordet eilher requte the company
lo corrcct the deficiency ( r comply wirh the prescrib€d condition or rcquirement
within thetime specified i r theorder or revoke the listing.

(5) A company'r listed securities may be delisted on applicarion by the
company to thc securities rxchange which may dcrry the application or gant it on
such conditions as appear r ecessary orappropriale for the protection ofcustomers.
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(6) Wh€re a sccuritics cxchange refuses Io delista company's securities,
the Commission may, oD petition by the company made within the specified time,
direcl lhe securities e\change to delisr rhe securiB.

(7) Thc Commission or a securities exchange may, ifit corciders it to be
in the interests of an orderly market or in the public interest so to do, by o.der
recording the rcasons. suspend for a pe.iod notexceeding sixty days the trading of
any listed securities and may, lrom time to time, for slated reasons and in the said
manner extend the suspension for such further periods as it deems approp.iate.

(8) No application lor the listine of securities shall bc rcfused and no
listingshall bercvoked. without firsl givingthe relevantcompaly anopportunityto
be heard.

20, Compulsory listing.-Where the Commission, havhg regard to the
nature of and the dealings in a company's securities, is ofthe opinion that it is

necessary or expedient in the public interest so to do, it may, aftcr consulting the
secunties exchanSe and givingthe company aD opportunity ofbeing heard, direct the
securities exchange to list the company's securities

PART III

CLEARINC-HOUSES

21. Int€rpreratiotr.--{1) In this Part -
(a) "defaulter" means aclearing member who is the subject ofany default

proceedings; and

(b) "market charge" mearu a charge, whether fixed or floating, created
in favour ofa clearing house

(i) overany propertywhich is held by ordeposited withthe clearing
house; and

(ii) forthepurposeofsecuringliabilitiesarisingdirectlyincormection
with thc clearing house ensuring the settlement of a market
contracl; and

(c) "market collateral" includes cash or any other prescribed form of
collateral which is held by or deposited with a clearing house for the
purpose ofsecuring liabilities arising directly in connection with the
clearing house ensuring the settlement o[a market contract.
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(2) Wher( a charge is crcated panly for the purpose specified In (he

defin ition of "mark( t charge'' in su b'sec uon ( l ) and partly for odle r pu rposes. the

char8e is in this Part a market charSc rn so f'rrr as it has elfccl lbr lhat spccrlicd

Purpose.

(3) Where any collatera I is granled partlyforthe purpose specified in the

definition of"marke collateral" ir sub-sectron (l ) and partly for other purposcs. thc

collateral is in this 'an markel collalcral in so f'ar it has been provided for lhat
specified purpose.

(4) Referelces iflthis Part tothe law on insolvency inciude refcrences to
the relevant provisir n made by or undcr-

(a) the Co npanies Ordinance, 1984 (XLVII of l9t4); and

(b) any otl er enactment which is conc€med with or in any !*?y relaled lo
the ins ,vency ofa p€rson.

(5) Refere rces in rhis Part to settlement in relation to a market contract

are to the discharge ( fthe righls and liabililies ofthe panies to the conlracl, whothcr
by performance, corrpromise or olherwise.

22. Licen!ing requiremcnt.--{ l) No person shall establish or operate

or assist in establisl ing or operating o. hold himself out as operating a clcarirg
facility except unde and in accordanco with a clearing house licence grantcd by

the Commission nnd:r section 24.

(2) The Cmmission shall derermine the number and places for the

cstab lishment ofcler ring houses.

23. Eligib lity for licensin8.-{l) Subject to sutFsection (2). a public
company shall b€elilible for licensing as a clexringhouse, if

(a) it has, Ind maintams at all times, a minimum pard-up capital (net of
losses) of rupees fivc hundrcd million or such higher amount as may
be noti ied by the Commission;

O) its shar eholding is held, directly or indirectl); in such pcrccnla8c as

may b,t notified by the Commission by follolving-

(i) a iecurit ies exchangc or any connected company or the majority
sl ar€holder ofsuch securities exchange, oran associate ofthe
n ajoriry sharcholder of such securities exchange; or
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(ii) a tutures exchangc or :ury connected company or the maJority

shareholder of such futures exchange, or an associate of the

rrajofl ty sharcholder of such futures exchange:

Provided that the Commission may in the officialGazefte nodry
any class or classes of person to hold such number of shares ofthe
clcarinB house as rhe Commission deems appropr iale:

Providcd funherthatany sale orpurchase of sharcsof lheclearing
housc shall be subicct to the prior approval ofthe Commission;

(c) rts promoters, directoE, senior maflagcment officers fulfill the fit and
proper criteria as may be prescritred; ard

(d) it salisfi€s such other conditions ss may b€ prescribed.

(2) For the purposes of clause (b) of sub-section (l), two or more
compaiies arc connectd companies ifooe of them is-

(a) &e holdinB company ofthe other;

(b) a subsidiar) ofthc other, or

(c) a subsidiary ofthe holding company ofthe other.

24. G rao t of licencc.--{ 1) A pu blic company el igible for a licence may
apply ro the Commissionto be licensed as a clearing house in such form and manner
as may be presc.ibed.

(2) Th€ application under sub-section(l) shall be accompanied by the
prcscribcd fee.

(3) The Commission may require ar applicant to provide the Commission
wlth such funler information as il considers necessary inrelation to the application,
in such form or verified in such manner as the Commission may direcl.

(4) The Commission may, in writing, subjecr lo such conditions or
rcstrictions as it may think fit to impose, grant a licence lo a public company as a

clearing house ifthe Commission is satisfi€d lhat the company will ensurE that, as

far as is reasonably practical, there are fait transparent and efficient clearing
arrangcments for lransactions in securities; the company will manage any risks
associatcd wrth its business and operations prudently and the company willenforce
compliance by its clcaring membcrs wrth its regularions.
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(5) In the exercis€ of its powers to grant licence under sub-section (4),
thc Commission shr l1 have rcgard to Nhethet-

(a) thc co npany's regulanons make satisfactory provision for

(r) t l€ proper r€gulation ard cfficient oFmtion ol tle cle3ring facility
}'hich it operatcs;

(ii) tlLc prcper regulation and supervisron of ils cleadng members,
ald

(iii) e luitable allocalion ofreasonable ducs, fees, and other charges

a nong ils clearing members and other person s using its facilities;
ard

(iv) a ry other mafters as may be sp€cified by thc Commission iiom
ti ne to time;

(b) the cor rpany has sufEcient financial, human and system resources

to-

(i) ellablish and operate a [aL lransparent and eflicient clearing
fa:ilityr

(il) mlct contingencies or disasters (includin8 evcnts such as

te :hnical comp lications occurringwith automated systems);

(iii) Pl )vide adequate security arrangements; and

(iv) ar y other rhatters Ls may be spccified by tie Commission: ard

(c) it woul( not be con[ary to the public intercst to licence the company.

(6) Subjecl :o $e prov isions of th rs Act, a clsrinS house I icence sha ll b€
granted subject to sur h annual renewal fee as nlay be paescribed.

25. Duti€g
house to ensurc -

rf clearing house.-{l) It shall be the duty of a clearinS

(a) fair, har sparenl and efticient clearing and settl€ment arangements
for any I ansactions in securil ies cleared or settled through irs facilities;
and

(b) that risk; associated with its business and operations are managed
prudentl: .
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(2) ln discharging its dury under sub-section (l), a clearing house shall
act in the interest ofthe public, having parlicularregard to lhe interestofcustomeB.

(3) A clearing house shall opcralc its facililies in accordance with the
regulatrcns nrade under sectron 26 and approvcd under section 27.

(4) A clearing house shall formulate and implement appropriateprocedurcs
forensuring that its clearing mcmb€rs complywith its regulalions.

(5) A clearing house shall presene confidentiality wilh rcgard ro all
informalion in its possession conccmlng its c learing memtrers and their cusromcrs,
except that such information may be disclosed by the clearing house as and when
required in writing to do so by thc Commission or by the securities exchange under
rts regulalions or required under o6er law for the time bein8 in force or if it is
ordered li] do so by the Coun.

(6) A clearing house shall have €flicient prccedures and arrengcments
for addressing customer's complainE.

(?) A clsring house shall irnm€diately nodry the Commission if it bc-comes

(a) ofa financial irregularity or other mafier which in the opinion ofthe
clearinghousc may indrcate that its financialintegrity is iD qucstion or
thal ir is unahle lomeet its legalobliBations:

(b) $at any ofils clcaring memtrers rs unable o comply \Ii(h a-ny rcgulation
oI th€ clearing house;

(c) ofa financial irregularity or other matter which in the opinion ofthe
clearing hous€ may indicate that (he lmancial slanding or integrity of a
clearing member is in question or thal a cleaing mernber may not be
able to m€el ils legal obligations.

(E) A clearing hous€ shall imrnediately notify the Comm ission ofany action
talen by it against a clearing member.

(9) A c leiring house shall ar all times prov ide and hainta in for the conduct
of its business, -

(a) adequate and pmperly equipped premises;

(b) aulomaled syslems wilh adequate capacity, facilities lo meet
contingencies or emergencies, physical, virtual and Iogical security
anangemenls and technical suppor! ard

(c) comprehensrvc business continuity plan
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(10) A clcarire house shall ensurethat appoinlnrcnl orrcmoval ofits chief
executive officer and cl ief regulatory oflicer. by whalever namo called. is rnadc

rvith the prior appror al , fthe Commi"'ion.

26. Regulationsof clearirg house.---( l) Without limitinglhe generality

of suFsection (4) ofse, tion 24 , rhe regulatrons ofa clcaring house, nlay make

provision-

(a)

(b)

(c)

(d)

(e)

for thc reg stration ofor lransfer ofsecuritics:

for the sen emen! oI transtrclion' inrolving securiries:

for guaran eeing to its clearing members the performance of market

contmcts;

for setting rp a seftlement guarantee fund:

with respe( ttothc constitution, powers and functions ofthe goveming
Hy of th( clearing house;

(0 with respe )r to the eligibility, admittance and conduct ol clearing
membcrs;

(g) with resp€c:to operational, information system and rcgulatory auditof
the clearinl house and its clearing members;

(h) with respec to the mannerofestablishmen! maintaining and opcrating

clearing ac ;ounts with the clearing house;

(i) with respe t to the establishmenl ard operations of clearing and

settlemcnt ystem;

O with respec to the development of risl management system including
control mei sures and safeguards witli respect to largi extrosures and

matlers cor nected therewith;

(k) with respec: to the establishment, maintenanca and contributions to

the clearinE and settlement fund and investnents thcr€on;

(l) widr respec to lhe mechanism and procedure for satisfaction oFloss
orliability ir the clearing settlement system;

(m) wi& respec to the mechanism for inspection aod provisions rclating
to audit and cornpliance ofcl€aring m€mbe6 including coop€ration
with olher li:ensed entities foryiolalion ofany requirement ofthisAct
or any rules or reSulations made lhcre under;
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(n) wrth rispect to lhc sralements llJ & sent by lhe clmring house lo its
clcaring members;

(o) with rcspect to regulating access to lhe compuler settlcment system
ofthe clearing house and the li,nits ofsuch acccss;

(p) with respect to the fee and chargcs payable for facilities and sewices
provided by a clcaring house;

(q) wilh rcspect to lhe dispute resolution between clcalng members,
complaint handling, disciplinary action, hearing and appEal procedure;

(.) with respe.l to the delivery of securities for settlement lhrough the
ccntml depository:

(s) for the expu lsion, suspcnsion ordisciplining ofclearing members fot
any contravention of the rcgulations ofthe clearing house;

(t) with respect to acting as central counter party; and

(u) gcnerallyfor the carrying on the business ofthe clearing house

(2) In addition to the requircments ofsub-.scctron (1),1-he rcgulatiotrs ofa
olearing house shall also include default provisions, to the satisfaction of the
Commission, forcarrying out of proceedinSs or other action ifa clearing member
has failed or appears rc be unable or lilely lo become unable to meet ils obligalions
for all unscttledor open market contracts to which he is a party.

(3) Where a clearing house underta.kes default proc€edings, all subsequenl
action for settlement ofmarket conEacts to which tlre defauler is a party shall br
presumed to b€ taken undcr the default rcgulations-

(4)' Tle re8ulations of aclearing house shall apply tothe employees and
representative of its c lcaring memb€rs, and the c learing member shall be responsible
ro ensure theircompli ce with such regulations.

(5) Thc power to make regulations confered by this section on the
clearing house shall be sllbject to fie crndition of previous publication of the said
regulations on the wcbsite ofclearing housc along with arationalfor oliciting public
opinion rhereon within a period of not less thafl s€ven days ftom the date of its
publication placement on website:

Provided that, on an applietion by the cleaing house, the Com m ission may
waivc the condition of plac€ment of propos€d regulations on the website of the
clearing house in cascs requiring the immediare implementation of a paoposed

regulation(s).
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(6) The Con mission rnay, by noticc in writing served on a clearinghouse,
rcquire it-

(a) to make r.gulations specified in the noticcwilhin the period specified;

(b) to amend regu lat ion s refe.red to inthe notice in thc marmerandwithin
lhe perr) i sprcified in the notrce.

(?) Where tl e Commission is salisfied that a clearing housc has not
complied rvith a requr_ement rcfcred (o in sub-seclion (6) u'irhin the specified
period the Commissior tlray make or amend the regu lations specified in thenoticc
instead ofthc clearint house and the rcgulations so made or an€nded shall be

deemed to have been n ade or amended by tlle clearinS house and shallheve effecl
accordingly.

27. ApprovrLl of regulations or amerdDenti to regulatiotrs of
clerriry bouse.-(l) l to regulation ofaclcaring hous€ or any amendment whether
by way ofrescission, s rbstitution, altemtion or addition, thereto shall have effect
unless ir has the appro! il in writing offie Commission.

(2) A clearir g house shall submil or cause to be submitted to the
Commission for ils ap rroval the regulations aIId every amendm€nt th€reto that
requ irc approval under iubsecl ion ( I ), togelher \} ilh cxplanations oI their purpose

and likely effecq inclur inE their effect on customers, in suflicient detail to enable
the Commission to dec de whether to approve them or rcfuse to approve them.

(3) The Com nission shall, by nolice in writing served on thc clearing
house, give itsappmval )r reftse to givo its approvaltothe regulations or amendment
oflhe regulations, as tt e case may be, or any part thereof.

(4) The Comr rission may give its approyalunder sub-section (3) subj€ct
to requiremcnts that shr ll be satisfied before the regulations or amendment oflhe
reSulations or any part iercoflake effec(.

(5) Subject to the approval ofthe Commission under sub-section (3), all
rcgulations or aflendmr nts to lhe regulations made by the clearing housc shall b€
notified intheomcialG Eette and shall takc elfect on such date as may b€ spe€ified
in the Iotification.

2E. Strtuaon oblig{tior of clceritrg Dembers to comply witb
regulrtio[s ofcle.dng hou!€.-Mernbers ofa clearing house shall comply with
thc regulations ofthatc earing house.
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29. Clcaritrg house to essist the CommissioD,-A clcarin8 house

shall provide such assislance to the Commission as the Commissior may rcquire

for the perfbrmance of the functions and dutics of the Commission, including the

fumishing oIsuch retums and thc provision ofsuch books and other information

relaring to the busrness of lhe clearing house or in respect ofany tsadint iniecurities.
any c learin8 arrangemenls for scc u rities or any other in formation as the Comm ission

may requirc from time to time for the proper admilistra(ion ofthisAct.

30. Review of disciplinary sction tak€h by cl.oring housc.{l)
Whcre a clearing hous€ rcprimands, penalDcs, suspends, expels orotherwise takes

disciplinary actionagainsta clea ring member in accordance with its rcSulations, the

clea.inghouse shall immediately inform the Commission in w.itingoftbe name of
the clearing memher, the reason for and narure ofthe action laken, l,he amount oI
any sum imposed by way ofpenalty and the period ofany suspension.

(2) The clearing house shall gmnr an oppodunity ofbeing heard to its
clear;ng member before it impose pnall-v, r€primands, susFDds, expels or o$erwise
takcs disciplinary action aSaiflst the member:

Prov ided thar where the clearing hous€ is satisficd that delay in ihe suspension

ofits membcr shallbe detaimentalto the i terest ofinvcstors or the public in gcneial,

th€ clearin8 house may, afterrecordin8 reasons in writing, immediately suspnd ils
member till thelime an opponunity ofhearing is provided to the memb€rand a final
decision is taken within a period ofnot morc than thirty drys.

(l) The Commission may, on its own motion or on application by a.n

aggrieved person, review any disciplinary action taken by a clearinS ho[se under

sub-section (l) and may affim, modiry or set aside the decision ofthe clearing
house after giving the cleariDs member and the clearing hous€ an opportunity of
beingheard.

(4) Nolhing in lhis section shall prcclude the Commission, in any case

where a clcaring house fails to act againsl a clearing memtrr,,from suspending,

expclling or othenvis€ disciplining a cleadng member, but before doing so the

Commission shallgive (he clearingmemb€r ard theclerring housean opportunity
to be heard.

(5) Any action laken by a clearing house under suLsecrion (l) shall be

without prejudice to the poweroIthe Commission to take such furlher action as it
deems fit with regard to lhe clearint merhb€r or its lic€nce.
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31. Power of the Commission to issue directions 1|) cl€arinq
house.--{ I ) The Corlmission may, if it considcrs it necessary or expcdicnt -

(a) tbr ensr ring tair, tmnsparsnl and elTicient clearing aDd settlement of
. transact ons in securities;

(b) for ensL ring the integrity ofand proper managementofsystemic risks
in secur ties markets:or

(c) in the in erests ofthe public or a section of the publ ic or for the protection

ofcustcrers.

issue directio rs by notice in writingeither ofa Seneral orspecific nature to
a clearing hors€.

(2) Wilhou prejudice to the generality ofsub-section (1). any direction
issued under lhat sub s€ction may relale lo -

(a) the clea ing and settlement of market contmcts a-nd the making of
adjustm :nts of contractual obligahons a.ising out of those securities
contaclt;

(b) thc man 1er in which a clearing house cafiies on is busincss;

(c) removir g orsuspending the directoB or officeE ofthe clearinS house
from of ice or suspending clearing members of the clearing house;

and

(d) any oth, r matter that the Commission considers necessary fi)r the
p,oper . Cministation of this Act or the rules and rcgulations made
herelrnd it

and thc clcari rghous€ shallcomplywith any such direction

32. Emerg )rcy powcrs of the Commissiotr.-( l)Where the
Commission has reas,n to b€lieve or decides on the recommendation ofclearing
house, that an emergrlcy exists or where the Commission considers it neccssary
orexpedientin the int( rest ofthe pu blic or sectiorr ofthe public or for the protection
of customers or wh(re the Commission takcs action under section 13, the
Commission maydire:tby notice in writing a clearing housetotake such action as
it conside.s necessary Lnc lud ing but not limited to -

altering r orrditions of delivery;

fixing lh: settlement price atwhich sccurities are to be liquidated;

(a)

(b)
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(c) requ iring add itional deposits;

(d) requiring margins or add il iona I margins for any securitics;and

(e) modilingorsuspcndinganyofrheregulationsoftheclcaringhouse,

and lie clearing house shallcomply with that direction.

(2) where a clearinS house fails to comply with a direcrion of the
Com mission under suEseclion ( I ). within such tim€ as is specificd by the Commissioq
the Commission may take all nccessary actions as it deems appropriate.

(3) ln this scction, the expression 'emergency" m€ans -
(a) any act ofgovemment affecting securities;

(b) any major market disturbance which prevents the market from
accurately refl€cling the forces ofsupply and dcmand for s€curities;
or

(c) any other situation orpracticewhich in theopinion ofthe Commission
constitutes an emergency.

33. Suspension or canccllalion of cle.ring house licetrae.-{ 1)'fhe
Commissionmay bynotice in writing served on dle clcaring house suspend forsuch
period as may be specified in the notice orcancel a clearing house Iicence grant€d
under this Act with effecl from the dale spcified in the notice if the clearing
house-

G)

(b)

ceases to comply with theeligibility conditiotur specificd in section 23,

ceases to op€rate the c learing facility that it has b€en licenscd 10 opemte
under section 24;

is beingwoundup;

fails to complywith any requfement ofthisAcl;

fails to comply with a dircction ofdrc Commission;

fails to provide lhe Commission wilh infomation required by the
Commission or providcs fals€ or DisleadinB information:

ls opcrating m a mannerdctrim€ntal to the public interest; or

rcquests the Commission to do so.

G)

(d)

(e)

(f)

G)

(h)
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(2) For the purposes ol-clause (b) of sub-scction (l) a clearing house

shall be dcerncd ro h. ve ceased to operate as a clearing house, if-

(a) ithas ce lsed to operate its cleannt hous€ Iacility for more than thirty
days unl:ss it has obtained the prior approval of the Commission lo do
so; or

(b) il has ce, sed b operate such clearilg facility under a dircction issued

by the C )mmission under section 3l o. section 32.

(l) The Con m ission ma-v bv the notice scrved under su Fsecl ion ( I ) permit
the clearing house to ( oati ue, on or after the datc on which dle canccllation is to
tale cffect, to carry on uch activities a ffcc ted by the cancellation as the Commission
may speci$ rn rhc not ce for lhe purpose of-

(a) closing c cwn the operations ofthe clearinghouse, and

(b) pmtectin I the public interest

(4) Except\\ here responding to a requcst underclause (h) ofsub-section
(l ), the Commission sh rll not canc€l a clearing house licence without firstgivin8the
clearinS house an opp( rlunir) ofbeing herrd

(5) Where th: Comnission suspends orcancels the Iicence ofa clearing
house under this sectio r, it shall cause not ice of that fact to be published in at least
two daily newspapcrs I avingv,/ide circulation.

(6) Any noti, e of suspension under sub-s€clion (l ) may direct rhat the
functions ofthe govcm ng body ofthe clearing house shallbe performed durin8 the
period ofsuspension b ' such person as may be specified in thc notice.

34. Etl€ct of canccllsaiotr of licence,-A cancellation oflicence under
seclion 33 shall nol oF rate so a-s to -

(a) avoid or dfect any agreement, transaction or arrang€ment entered
into on tle s€curitios market of a securities exchange where the
agreemen . transaction or arangement was entered inlo before the
cancellati ,n ofthe licence;and

(b) aff€c! any right, oblig.tions or I iability aising undersuch agreement,
lransactior r or arrangement.

35. Accourts rnd eudit.{l) Aclearing house shall keep proper books
of accotints and rccordj of its profit and loss, assets and liabilities and all other
tmnsactions ofthe clear ng house as may be prescribed.
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(2) The clearing house shall send audited Iinancial stat€ments lo rl)c
Commission along with auditors report of clearing house for lhe 6nancial year,

including a profil and loss account, balance sheel cash flow statement and such
otherilemsas may bc prescribed within thrce m onrhs after the end ofeach financial
year or such laterlime as allowed by the Commission.

(3) The Commission may, where it deems appropriate, also require
operational and regulatory audit to b€ conduclcd by an independent auditor in a

prescribed manner.

(,1) The auditors report shall be in such a manner as may be prescribed

(5) lhe auditors shallhavearight ofacc€ss atallreasonable times tolhe
books, accounts, vouchers and other records of the clearing house and shall be
entitled to require from officers of the clearing house such information and
explanations as they consider necessary for the performance of their duties as
auditor.

(6) The accounting and olher records requia€d to be rEponed under this
section shall be prcs€rved by the clearing house for a period often years or such
longer period as may b€ prcscribed.

36. Power of (h. Commissiotr to appoiot auditon-1l) Where the
Commrssron is satisfied thar it is in the public intercst to do so, it may appoint in
Driting an auditor for spccialaudit, at theexpense ofthe clearing house, to examine,
audit, and report cifter generally or in relation to any matler, on the books, accounls
and records ofa clearing house.

(2) The Cornmission rnay appoint specialauditoE 10 fumish th€ Camissidr
with a r€gulation compliance audit report in the form and manner prescribed.

31, Antrurl r€pon.-{l) A clearing housc shall, within lour months
after rhe end ofits financial year or such later time as allowed by the Comrnission,
giv€ to the CoDmission an annual report that includes-

(a) a dcscription ofdre activities unden ken by the clearing house in the
financialyear;

(b) the resourc€s, including financial, technological and human rcsources,
th4t the clearing hous€ had available, and used, in order to ensure
compliance with its obl igations;

(c) an analysis of the exlent to which lie clcaring hous€ considers rhat
thc activities undertaken, and Fesources used, have resulted in full
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complian re with allofits obligations underthisAct, nrlcs dnd rcgulations

made ur der the Act; and

(d) an indepe dent rcgulations compliance reportfrom dle auditorceftirying
regulator ,, conr pliance of the clearing hous€ d uring the fina ncia I year.

(2) The clear ing house shall ensur€ that theannualreport is accompanied
by such other informarion and stalements as ma) be prescribed.

(l) Thc annral reporl shall be accompanicd by an audir report where
requ ired b) the Comm rsion under suLsection (4).

(4) The Com nission may, by giving written notice to fic clearing house,
require the clearing ho rse to obtain an audit report by a person to be approved by
the Conmission on t re annual report and on any inforrnation or statemcnls
accompanying it.

3t. Procc€drngs of clcaritrg house teke prccedenc. over lsvs of
irsolvency.-{l ) The bllowinS shall not be to any exlent invalid at law on the
ground of inconsisl€nc / with the law relating to the distribution of rhe assers ofa
person on insolvency, b utkruplcy or winding up or on the appoinlmcntofa receiver
over any of the assets rf a person -

(a) a market jontrdct;

(b) the rcgula ion s ofa clearinS house relating to the settlement ofa market
conlracl:

(c) any p_roce, dings or other action taken under the regulations ofa clearing
hous€ rel ting to the settlemcnt ofa market contract;

(d) a market :har8e;

(e) the defaul. regulations ofa clearing house, or

(f) any defau t proccedings.

(2) No pcrsor L, nor a court acting under the laws of insolvenc, may
exercise any power lo I revent or interfcrc with -

(a) the settlen ent of a market contract in accordance with thc regulations
ofa cleari lg housc; or

(b) any dcfaul ! proceedrn8s
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39. Duty to report on completioD of def.uta proceedirgs.-,{ I ) A
clearing house shall, upon completion by it ofany default proce€dings, prcpare a
reporl on such proceedings stating i, respect ofcach defaulter-

(a) the action t len against the defauhe.;

(b) the netsum, ifany, certified by the clearing hous€ tobe payabl€ by or
to the dcfaulter; or

(c) lhc facr rhat no sum is payable.

(2) A clearing house which has prepa&d areporl pursuantto sub-section
(1) shall supply the report to -

(a) fteCommission;

(b) the relevant securities exchange;

(c) the entral depository; and

(d) the defaulter to whom the report relates.

(3) Wherc lhe Commission receives puEuant to sub-s€ction (2) a rEpon
made pursuantto suFs€ction ( l). it may publish nolice ofthal fac! in such manner
as il considers appropriale to bring it to the ettention ofcreditors ofthe defaulter to
whom (he report relates,

(4) WherE a defaulter receives pursuantto sub-section (2) a repon made
pursuant to sub-section (l ), he shall, at the request of al|y ofhis crEditort, -

(a) make th. report availabl€ for insp..tion by the crcditor within two
days from the receipt ofsuch request or

(b) on paymcntofthe prescrib€d fee, supply to the creditor allorany pan
of that report as rEquested.

(5) ln sutFsections (2), (3) and (a), 'rcport'' includes a co!,y ofa rcport

40. Nel suDr psysblc on complelio! of def.lla pro.eediDgr,-{l)
This section shallapply to any net surn c.rtified under clause (b) ofsub-section (l)
ofsection 39 by a clqdng house, upon fie completion by it ofany default proceedingE

to be payable by or to a defaulter.
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(2) Where a l order for receivership or winding up has been made or a
resolution for voluntar/ winding up has b€en passad, any net sum shell be-

(f) For the purposes of suEsection (2), fie cerlificate ofdte cl.ating
house as to the amoun of the net sum payable shall be receivabl€ rn evidenc€ as

sufficien! proofolthe let sum payable.

{1. Disclaim }r of pmpcrty, rr3citsioD of con(rrct!, etc.-< I ) S€ction
407 ofthe Compan ies ( )rd inance, I 984 (xlv II of I 984) sha ll not apply in relttion
to-

(a)

(b)

(a)

(b)

(")

(d)

provable in the balkruptcyor winding up;and

taken inn r account for the purpose ofany law rclatint to secoE.

a market lontract;

a contrac effected by a clearing hous€ for the purpose of rEalizing
prop€rty I rovided &s markel collateral;

a market :harge; or

any defau t procetdings.

a ma*et jontract;

a dispositi )n of proFrty pursuant to a market contsact;

the prcvis on ofmarket collat€ral;

a contract efl€cted by a cl€sring house for the purposc of realizing
property I rovided as market collaleral or any disposal of property
pursuart t ) such a contaact;

a disposal )fproperty in accordance with the rcgulations of a c lcaaing
house as k the application of propeny provided as market collateral;

a d isposal , ,fproprayty as a result ofwhich the property becoDes subjed
to a marke cha.ge or any transaction pursuant to which dlat disposa.l
is made;

a disposal )fproperty made in enforcing a markot charge;

a market c rarSe; or

anydefaul proce€dings-

(2) Section 4{ 6 ofthe Companies Ordinance, l9E4 (XLVII of 1964) shall
not apply to any acl mr neror thing which has becn done pursuant lo -

(a)

(b)

(c)

(d)

(e)

(0

(e)

(h)

(D
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42- E[forcemetrt of judgmetrts over property subject to market
chtBe, elc. {l) Notwilhstanding anlhing contained in ony other hw for lhe
time being in force, where proprty is subjccl to a market charge or has been
prov idcd as market col lateral, no execution or other legal procass for the enforcement
ofajudgment or order may be commenced or continued, and no disEess may be
levicd, against the property by a person not s€eking to enforce any interest in or
s€curity over $e pmperty, except wih the cons€nt of the clearing house concemed.

(2) where by vi(ue of this section a person would not be entitled to
enforce ajudgment or order against any property, any injunction or other remedy
grantrd with e view lo facilitating the enforcement ofany suchjudgment or order
shall not extend to that prof,erD/.

43, Cl€rring member ao be perty to transrclious rs pritrciprl.-
W'here for tie purposes offirlfillinS cleariD8 and s€ttlement obligation or margin call
or orrk-to-market loss or any other obliSation, whatsoevcr, a clearing memb€a
enters into any transaction or contract with a clearing house, irresp€ctive of its
naturc, including butnot limited to a market contract, in thecopacityas a principal
orogan! notwilhstanding an),thing co ained in any other law, ru le or regulation,jn
such EEnsaction or contEct the clearing membca shall act and consider€d as Principd
and liable to make payment or dclivery to the clearirg house, as the ca.se may be.

44. Property depGited with clerriDg bous..-{l) Subject to sub-
s€ction (2), where sny property is deposited as msrkel collsleral by s clerdng
membea with a clearing house in accordance with the regulations of rhe clearing
house, then, notwithslanding any other law or rules or regulations, no acrion, claim
or d€mand, eider civil or cdminal, in respect of any igh! titl€ or interest in such
propcrty held or enjoyed by any person shall lie or shall be commcnced or allowed,
sgairtt the clearing house or its nominees.

(2) Th€ opcration of suFsection ( I ) in respect of any property deposited
as merket colleterel with a clearint house is subject to any modifications and
exclusions prov idcd in tterEgulations ofthe clcaritrg hous€.

45. PEa.rvatioD of rigbtr, etc.-Except to the extcnt that they cxpressly
provide, the provisions ofthis Pan shall not operste to limit, restrict or othcrwis€
affcct -

(s) ony riBhl, litle, intercst, privilegc, obligation or liability ofa person;

(b) 6ny investigation, legal proceeding or remedy in respect ofany such

righ! tille, inErest, privilege, obli8ation or liability.
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PART IV

CEN' iRAL Df,POSITORY COMPANIES

46, Interpret rtiotr.-tn this Part -
(a) "account lLolder" shall have the same meaning as is assigned to it in

sub-sectic r (3) of section 2 of the Central Depositories Act 1997

(XIX of l'97).

(b) "CDSeler rent' meanscentraldeposhoryslstern elemenrand includes

an accour ! holder, a participant, an issuer of eligible securities, a,
e ligible pl, dgee or any oder m arkel intermed i6ry as may be prescribed

under the lentml Depositories Act, 1997 (XlX of 1997);

(c) "investor rccourt" means the account opened by an investor with a

central d( pository in accordance with the terms end conditions
sp€cified l,y such centml depository;

(d) "investor acount holdei' meatrs any individual who, or other entity
which, is Lllowed by central depository at its discrelion to open and

maintain, n investor account with c€ntral dcpository with or without
having dir J.t access ro CDS;

(e) "particips 
't"shallhave 

thesamemeaningasis assigDed to itin claus€
( t 7) of se( tion 2 of the Central Depos itories Act, I 997 (XIX of 1 997);

end

(f)'sub-acco rntholde/' hasthe same meaningas given in clause(2t)of
seEtion 2 ( f lhe Central Depositories Ac! 1997 (XlX of 1997)-

47. Licensiq requircment.-No person shall establish or opemte or
assist in establishing or operating or hold himself out as operating a depository

facility except under an I in accordance with a central depository licencc granted

by the Commission und, ir s€ction 49:

Provided tiat a icensing requirement provided in this s€ction shall not be
applica-ble on depositor facility provided by State Bank ofPakistan $.ough Statr
Brnk ofPakistan- Bank ng Services Corporation forgovemment seaurities.

4E. Eligibilitj for licerti[9.-A company shall be eligible for licensing
as a centraldepository c nly if

(a) the compar Ly is incorporated as a public compony under the Companies
Ordinance I9t4 (XLVII of 1984);
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(b) th€ com pany com p lies with all the rcqu irements iD CenEal Depositories

Act 1997 (XlX of 1997);

(c) it has, and malntains at all times, a minimum paid-up capital (ner of
losses) of rup€es fiv€ hundred millionorsuch highfiamounl as may

benotified by lhe Commission;

(d) thecollective shareholding of6e securities exchanges does not exc€ed
such percentage as the Com m ission may notiry, oflhe lotal shareholding

ofthe company:

Provided lhatthe Commission may in rhe oflicialCazette notiry
any class or class€s ofpersons to hold such number of shsrcs ofthe
cmtral depository as the Commission deems appropriate:

Prov ided further that any sale or purchase of shares ofthe central
depository shall be subject to the prior approvel oflhe CommissioD;

(e) no pigmorer, dir.Emr, majority shsr€holders, s€nior maragement offcer
or employee of such a comp€ny -
(i) hes beenconvicted offtaud, breach ofturtoran offenc€ involvill8

moral turpitude or rcmoled fmm servicc for misconduct or has

bcen adjudicated as insolvent;

(ii) has bern associated with ary illegal banking business, dcposit
taking o. financia I dealiogs;

(iir) has been a sponsor, director, chief ex€cutive or a senior
management officca of any def8ulting cntitx

(iv) has ever been a defaulter of sny commercial bank or financial
institution, including norFbrnkingfinaDoial institution, s€curities

exchange and clearing house or has sus;rnded payment or has

compounded with his creditors;

(v) has ever been a de faulGr or non-payer ofverified uns€ttled claims
of its cuslomer es a TRE certifiaate hold€a of s€curities exchange;

and

(vi) fulfill the fil and proper criteria as may be prcs.rib€d;
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(0 the pro notersofsuch company are persons ofexperi€nc€ and integ ty
and ha, e special knowledge ofmatters which the company may hav€

to deal with as a cenlral depository company; and

(g) it sstisl es such other conditions as may ba prescribcd

49. Grent rflic.nce.-{1)A public compery eligible for a licencc may
apply to the Commilsion to be licensed as a ccnkal depository in such form and

manncr as may bc pr escribcd.

(2) The ap)lication under suLsection (l) shall be accompanied by a

prcsc.ibed f€e.

(3) Thc Co omission may rcquire all Tplicsllt to p(ovide lh€ Commissiol
wilh such fir(her info mation as it consideE necesssry in aelarion to the applicrtion,
in such form or vcrifi # in such manner as the CommissioD may direct.

(4) Thc C(mrnission may, in writing, subject to such condiaions or
reslrictions es it ma) think fit to impose, license a public company as a cenbal
depository if lhe Com nission is satisfied ttut thq company willcruure that as far as

is re.sona.bly praciical ,le' therE are fai., transparcnt and cfficient deFsitory facilities,
rhe company will mirsge any risk associated wifi its busioess and operalions
prudandt in thc man rer prcscriH and thc company will enforce complierce by
CDS element with its regulations.

(5) In thc e €rcis€ of its powers to grant lic€nc€ under suusection (4),
dlc Corn ission sh6ll have rcgard to, whehcr-

(a) lhe com ]any's rEgulations makc satisfaclory provision for-

(i) lh( Foper rcgulation end efficient opcrarion of6e depository
fa( ility which it operatcs;

(ii) tk proper regulation ard supervision ofCDS elemant:

(iO m?intaining the sccounts of its sccount holdars, panicipants,

sul.account holders and investor lccount holders in ihe manncr
as nay be prescribed;

(iv) eqr itable &llocation ofdues, fees and oth.r chsrgcs arnong the
Cf S elcmcnt atrd other p€rsons using ils fecilitiesl and

(v) an; other matters as m8y be prescribed;
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(b) lhe company has sumcicnt finarcisl, human and system .Esoutces
to-

(i) establish 8nd oFrste a fair, Earspar€nt and efficient depository
facility;

(ii) m€et contingencies or disasters (includint evcnts such as
lechnicel c.mplicrtions oc.urint with automated systems); and

(iD provide adequate sccurity arrangements; and

(c) il would not b€ contrary to thc public intcrrst to liccnse the company

(6) SubFcr to the provisions of dlis Act a liccncc grantcd undcr dris
s€ction shall b€ subject to such annual rencwal fce as may ba prcscrib€d.

50. Drti.! of.cDtrrl dc?o.itory.-{ I ) It shall be thc duty ofs ccnf.l
deposito.y to cnsur€ -

(a) fsir, transprrnt and cffcicnt d.?ository facility;

(b) that risks associsted with its busincss and operations arc manoged
prud€ndy;

(c) complianc€ with all th€ provisions of th€ Cenfal Dcposito.ies Act,
1997 (XIX of 197); and

(d) that requir€ments r€fened ro in cleusc (b) ofsuLscction (4) ofs€ction
49 shall be evaluated, examined and crrtificd by such indep€nd.nt aDd

reputsble €xp€rt sDd in such timc intcrvals as msy ba prescrib€d.

(2) ln discharging its duty under suEs€crion ( I ), r ccntal depository shall
act in the interest of the CDS elements and in prrticulff shall give pararnount
importarce to the interest ofth€ public.

(3) A central depository shal I operate its faci lities in sccordanc€ *,ith the
Central Dcposito.iesAcl, I997 (XIX of 1997) and the rcgulations madc thcrc under.

(4) A central depository shall formulatc and implement appropriate
procedurcs under its rcgulations, compliancc ofwhich shsll be mandalory on all
CDS clcments .

(5) A c€ntrsl depository shall have efficient preeduEs and arangemcnts
for addrcssing complaints snd taling enforcement ections thercof.
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(6) A centra depository shall immediately notiry the Commission if it
becomes awarc

(a) ofa fina rcial inegularity or other matter which in the opinion ofthe
centrald ipository may indicalc thal itsfinancial integrity is in question

orthat it s unable to mcct irs lcgal cbligations:

(b) rhet any,,fits CDS element is unable to comply wili any regulation of
the centr ll depository; and

(c) ofafinarcial irregularity or other matte. wh jch in the op in ion of the
cenlral d:pository may indicate thar (he financial sland ing or integrity
ofaCDi element is in question or thataCDS elements may notbe
abletoc rmply vdth legal and rcgulatory rEquir€ments.

(7) A centra i depository shall ensure that sppointnenl or removal of its
chiefexecutive omcer by whatever nam€ called is made wirh the paior approval of
the Commisrion.

(6) A centra depository shalla!all tirnes provide and rnaintain-

(o) adequal( and prcperly equipped premises;

(b) automared systems with adequate capacily, facilities to meet
contingencies or emergencies, security arrangemcnts and technical
support;and

(c) comprel 3nsive business continuity plan for the conduct of iE business.

51. Regrl. tiors ol ceDtr.l d.trplitorJ.- (1) Without limitinS the
genemlity ofsubsect on (4) ofs€ction 49, the regulations ofa central depository,
n ay make provision-

(a) witfi reslectto theconstitution, powe6and functions ofthe goveming
body of he c€ntral depository;

(b) with req €cl to the appoinEnent and functioning of intemal auditors;

(c) wifi res rcct to op€mtional, information system, risk evaluation and
regulato y aldit ofthe centnl depository;

(d) with rcsllect to the mechantsm for inspection, enforcement and other
punitive actions relating to audit and compliance ofCDS Elements
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including coope.ation with other lic€nsed entities for violation of ary
requircment oflhisAct or any rules or rcgulations made there undeE

(c) with respcct to the equitrble allocation of the dues, fees and other
charges levied W the central depository;

(f) wilh respecllo dissemination ofinfomation to CDS element, s€curities
exchange, clearing housq oth€r entilies o. intuitioos and general public;

(g) with resp.ct to integrity and professional conduct of its employees;
and

(h) tencrslly for carrying on the business ofthe central depository

(2) ThG I,ower lo malc rcgulations coofenEd by this section on the ceno_al

depGitory shall, for eliciting public opinion drercorL be subject to conditioD ofpEvious
publication ofthe said rcgr;lations alongwih fieh rationale on the wcbsitc ofclDErl
depository for a period of seven days starting fiom the date of its placem€nt on
web6ita:

Provided tha! on an application by the centr.l depository theCommission
may waive the condition ofplacement ofproposed rEgulations on th€ u€bsite oftlrc
cenral depository in cases requidng the immediate irnplementation ofa pmposed
regulalion.

(3) The Commission ma% by notice in writing scrved on a cenlral
depository, r€qui.e it

(a) ro meke rcgulations s?ecified in the notic€ wilhh the period sp€cifiGd;
or

(b) to amend Egulations r€ferrEd to in the notice in the maruer and with in
the pcriod specifi€d in tle noticc.

(4) W'hcrc the Commission is satisfied th0t a cenEal depository has not
complied wift a rcquirement refered to h suEs€ction (3) within rhe specified
pcriod the Commission may make or amend the regulations specified in thc nolic.€
instcad ofth€ central depository and the regulations so made or amcndcd sh6ll b€
deemed to hove been made or amended by the cenEal depository and shall have
effcct accordingly.

52. Approv.l of ltguhlioD! of..rb'rl d.po.itory.- ( 1) No regu lation
ofa crntra I depo6iiory oI any amendmen! *,hcther by way ofr€scission, substitudon,
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alteration or addition, o aregulation shallhave effectunless it has the approval in
writingof the Commis tion.

(2) A c€ntEl depository shall submil or cause to be submitted lo the

Commission for its al,proval the regulations 8nd every amendment thercto that
requireapproval under sub-section (l),together rvithexplanations of theirpurpose
ard Iikely effecg inclu,linStheir effect on the investing public, in suffrcienl d€tail to
enable the Commissic n to decide whether to app.ove them or refus€ to approve
them.

(3) The Conrmission shall. by notic€ in writing scrved on the central
depository give its aF proval or rcfuse to give ils approval lo the retuhtions or
amendment ofthe reg rlations, as the case rnay be or any pan thereof.

(4) The Cormission may give its app.oval under sub-sectior (3) subject
to requirements lhat sl all be satisfied before the regulations or amendment ofth€
rcgulations or any pan thereoftake effecL

(5) Subjectt ) the approval ofthe Commission und€r sub-s€ction (l), all
regulations or amendrn ants thereto made by the ccntr-al depository shall b€ notified
in the oflicial Gazene md shall tale effecr upon such publication or such date as

may be specifically sp,t:ified in lhe notification.

53. Obligcti)n of CDS €lemetrt to comply with reguhiiotrs rDd
pnoaadu]trl ofaedtrd dcpoiitory.-CDS elcmcnt shall at alltimes comply with
6e regulations and prc;edures oflhe central depository.

54. Centrrl depository to assist lhe CorDmilsion,-A cenlral
depository shall provid, such assistance to the Commission as the Commission may
rcquirE fo. the performs ncr ofih€ fitnctiotrs and duties of the Com m ission, including
the fumishing ofsuch n tums and rhe provision ofsuch books and olher informalion
relating to the busincs! of the central depository or in respect of any activity and

arranSements in securil es or any other information as the Commission may requirE
ftom time to rime for the proper administration of this Acl snd the Central
Ixposibries Act, I 99? (XlX of I 997).

55. Power (f the Commissioo to issue directions lo caDarrl
depo!itory.--{ I ) fie ( ommission may, if it cons;ders it necessary or expcd icnt-

(a) for ensur ng fair, trarsparent ard cfiicient working of thc crnfal
depositoq ;

(b) for ensuri rg the integrity and proper management of system ic risks in
the s€curi ies marketsi
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(c) in lhc inlerests ofthe public or a section oflhe public or for rhe protection
of customers, lheCDS elementsand theirclients,

issue directions by notice in wfiting eithcr ofa general or specific nature to a cantral
depository.

(2) Without prejudice to the generality ofsuEs€ction (l), any direction
issued under that sutrsection may relate to -

(a) the book-entry system oflhe centEl depository;

(b) the menner in which a central deposilory canies on its business;

(c) Emoving or suspending the d irEctors or ofticlrs oflhe cenEal depository
iiom office or suspending CDS elemenls ofthe c€ntrrl depository;

(d) the settlement of investor or customers claims end enforcement aDd

olh€rpunitive actions againstCDS elemert; and

(e) any other matter thal the Commission considers necessary for the
proper administration of this Act and the Central depositories Act,
1997 (XIX of 1997)or the rules and regulations mede hereunder,

aDd the central deposilory shall comply with any such direction.

56. Emergercy powers of the CommissioD.-(l) Where the
Commission has reason to b€lieve or decides on the reaommendalion ofthe c€ntEl
depository, th.t an emefgency cxists or wherc the ComrD ission considers it ne.€ssary
or .xp€dient in the inter€st of the public or section of dle public or for tle protection
ofcustomers or where the Commission tskes action undcr s€ction l3 or section 32,
thc Commission may dtect by notice in writint a central depository to take such
action as it mtrsidcE necessary and the cenEal deposhory shall comply with that
diredion.

(2) Where a cental depository fails to c.mply with e direction of the
Comm ission und€r suEs€clirn ( I ), within such time as is specified by the Commirsion,
the Commissirn may take such other elio& including but not lirnitad to 6ose s!€cified
in suLsection (l), as dle Commission considers fit to maintain or restore fair,
transparcnt and erficient depository facility.

(3) In this seclion, "emerBency" means -
any act ofBovemment affecting securilies;

any major market disturbance which preventi the market from
accurately reflecting the forces ofsupply and demBnd for Eecurities;
of

(a)

(b)
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(c) any oth ,r situation orpracticewhich in the opinion otthe Commission
constih tes an emergency.

57. Surpen ioa or carc€lhtio! oflic€nce.- (l) The Commission may,
by notice in writing s:rved on fie cantral depository,-

(i) suspetu the license granted under this Act with efecl frcm li. datc
specifiE I in the notic€ for such period as may bc spcciliod in the
notice; ,r

(ii) supers€ le the board of directors or other authorit-v of the cenfal
dePosit, 'ry; or

(iii) suspen( or r€move the dir€ctor, officer or mcmber from his ofticc; or

(iv) crncll rhe licenc. granted under this Act wili cffec( from the dat€
sp€cifie I in the notic€,

ifthe central deposit( ryL
(a) c.ascs to comply with the eligibility conditions specified in

ection 4l:

(b) ce.s€s t , operate the central d@sftory Acility that it hrs b..o llxrls d
to oper le under s€ction 49;

(c) is being wound up;

(d) feils to comply with any Equircment of this Act or thc CcnEal
Deposil xics Act, 1997(XIXof 197);

(c) fails to( omply witl adirection ofthe Commission;

(f) fails to provide the Commission with informstion required by thc
Comm ir sion or provides false or mislesding infomation;

(g) is opcra ing in a manner detrimental to lhc public interesq or

(t) request the Commission to do so.

(2) For the rurpos€s ofclaus. O) ofsuEs€ctiofl (l) a ccntral dcposirory
shsll be deemed lo h€ ve c€as€d to operate as a cent_al depository if-

(a) it has c€ lsed io oFrale its depo6itory facility for moll than thirty days
unless i h&s obtained the prior approval of the Commission to do
so; or
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(b) it has ceas.d ro op€ate such depository facility under a dirEction issued

by theComrhission.

(l) The Commission may by the notic. s€wed undcr sub-s€ction ( I ) pem it
the cenlral deposrtory !o continue, oll or alier th€ date on which the suspension or
caflc4llation is to tske effcct to carry on such activities affected by the suspcnsion
or canccllation as the Commission may speciS in thc notice for rhe purpose of-

(s) closrng dour the op€rations ofthe centlal dcpository; and

(b) p.otecting the public inbrcn

(4) Exc€pt whcrc rcsponding to s rcquest undcr c lsusc (h ) of sub.sectiofl
(l), the Commissiotr shall nor take sny action undcr sub.s€ction (l) e8ainst thc
c4no-al depository without fiEt giv ing the central depository atr oppotunity ofbeing
head.

(5) Whcrc the Comrn ission suspends or crncels the liccncc of a c€ntsal
depository undc. this s.ction, it slull ciuse noticc ofthat flcr lo be publish.d in.t
leist two deily ncwspapcrs having wide circulrtion.

5t. Efract of arac.laaior of liarrcc--A crnc€llation of licanc! undcr
section 57 shall not opcrale so as to -

(a) avoid or afre.t any agrErmgrt, ransaction or ar.ng€ment cn@red
inlo on thc s€lurities market o[ e secu.itics exchange \xherc the
atE€ment, t slrsrclioo or srrangcmqtt wss enterEd hto baforc 6c
canccl lstion oflhe licence; or

(b) etrc.t .Dy righl oblig*ion or liability arising uider such aglcment'
tsrnsaction or aEsng€ment

!9, Acco.r6 rld rrdit-{l) A c.nual depoitory shrll kc.p pEpe.
books of accounls snd rccords of its p.ofit and loss, &ssct! snd lisbilitios.nd all
othrr tEnsections ofthc clnEal dcpository .s may be prcscribcd.

(2) Thc c-€ntral depository shall, within rhree monhs afffi thc cnd of
cech financial ycar, prcpsrE finsncial sutomant of the c€ntret depositoay for thc
financial year, including e p.ofit and loss accour! balanc€ sheet, cash flow and
such other itemr as may ba prcrcriH.

(3) The auditors shalt FoFrc ! rEport on thc fmancirl strtrment rEceiv€d
end s€nd such statcment to thc c.oFal dcpository within thrtr months from the
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clos€ of financial ye rr or such later hme as allowed by the Oommission and the

central depository st rll forthwith after its receipt send a copy ofthe teport and a

copy ofthe slatemen ofaccoun15 lo lhe C,Jmrnission.

(4) TheCo nmission may, wherE it decms appropriate, requireall system

to be audited by an ir dcpendert auditor in alternete year in a prescribed manncr.

The au litorc report shall be prepared in such a manner as may be(5)
presfiibcd.

(6) Th€ au( itors shall have a rightofaccessstallreasonablelimesto the

M(s, accounts, vou( hers and othcr records of t-tr€ cent'al depository and ale entitled
io rcquiaa.fiom oflicc s ofthe c€nlrsl dcpository such info.rnation and explanations
as they consider neci ssary for the performance oftleir duties as auditor

(7) The ac( ounting and o[rer records rcquired to be reported undcr lhis
section shall be pres irved by the central depository fo. a period often yeors or
such longer period as may be prcscribed.

60. Powe f the ComDilliotr to .ppoirt .[ditor,- (t) Wh.rc the
Commission is saaisf ed thar it is in the public intcrest to do so, rt may appoint in

writing an auditor fo' special audit, at lhc axplnse of thc central depository, to
exam ine, aud it and r€l lort, either ganera lly or in relation to any mtrtter, on the books,
accounts rnd rccords of a cenlral dcpostory.

(2) IIle Crr rmission may sppoint specialeuditors to firmish dle Commission

with I rlSulalion corn pliance audil rEpo.t in thc form and manncr prescribed.

61. Arrurl rrporl.- ( l) A centrsl depository shall, within four months
afte. thc cnd of its fiIr [cial year o. such later time as allowod by the CrmmissiorL
give to thc Commissi ,n an annual report thnt includes -

(a) s descri ttion of dle ectivities und€.tak€n by thc centsal depository in
the finar cial year;

(b) the resor rces including financial, lcchnological and humafl reso[rces,
lhat tha )entral depository had available and used in order lo ensurc
c.mplia r. with its obligations; and

(c) an snaly ris ofthc extcnt to $hich thc cenhal depository cansidcrs dlat
the acti\ ities undertalen and reeources used, havc resulted in full
complie rce widl allofits obligations under this Act and rhe Central
Deposil( ries Act, 1997 (XIX of 1997) and its regul&rions.
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(2) The central depository shall ensu.e that the annual report is

accompsnH with information pescribed for th is purposes *trich may incldq without
limiarion,-

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

(b) number ofaccount holders as well as sub-account holders;

(c) lisr of shareholders of the conpany indicating change in the
sharcholdings, if ary; and

(d) names of sen ior management stsffof the company with qualifications
aid cxperienct.

(3) The annual .epon shall bc accompanied by ar.udit repo whcrc
requi.ed by the Commission.

(,1) Iic cornmission may, by giving wrinen noti€€ to dle c.ntlld€positcy,
.equire the cent al depository to obtsin an audit report, by a person to be rpproved
by the Commissioir, on the annual report and on any infomatioD or statemcnts

ac.ompanying il.

62. Prr..rvrtion of rights, eta-Exc€pt to the extent that dley expressly
provide, the provisions ofthis Part shall not operste to limit, rcstrict of othcnrisa
affect -

(a) any right tide, intenst, privilege, obligflion or liabil iti ofs Frson; snd

(b) eny investigation, Iegal procccding or rcmedy in rEsp€ct ofa[y such
nghf dtle, interEs, Fivile8c, obligation or I iability.

PART V

REGT'LATED SECIruTIES ACTIVITIES

63. Scopc of r.8ul.ted securities ecliviticr.-For thc purposes of
this Act, a Frson shall be deem lo be carrying on a rcgulatcd sacurities activity if
such pcrson catrics out on business or purports to do so, &s a -

(a)
(b)

(c)
(d)

securities brokor;

securities advisec

s€curities manrBer;

share registBr;
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(e)
(0

G)
(h)

(i)

crcditiatir gcompsny;

ballotcE

undcrwrik ri

debl secur ties trustee; or
any other r ctivity as may be notified by the F€deml Covemment

64, LiceNing requircme[4,-{ ] ) No person shallcarry on a regulated
securities activity or p lrport to do so, unless such person is licensed by the
Commission under this {ct and opemtes in accordance with such licence.

(2) A licence j lranted u nder this Act shal t sp€cify the reSulated securit ies
ectivity or ectivities ths t the rrgulated person is permined to undenake and such
p€fson shall be restricted o srrch regulared securities activity or activities so +ecifi€d.

(3) The Comr rission may, by notification in the oflicial Gazette, exempa

any financial inslitution or class offinmcial institutions from lhc opcratioD ofsuE
sectior ( I ) subjelt to su :h te.ms ard coMitions as may be prcscribed.

Explafialion.-l ot the purposes oflh is sub- s€ation the exprEssion "Iin&rcial
institution" shall have he samc meaning as defin€d under clausa (l5A) of sub-

scction (l) ofsection 2 )frhe Companics Ordinence, l9t4 (Xlvtl of l9t4).

65. ElEibilitl lor licensing.--{ I ) A licence in respecl of a regulrtcd
securities octivity shall, lnly be gmted to e public or priyate company exc€pt that-

(a) in tlre c-as: ofa sccurities sdvis€r, a licence may b. Srantad lo all
indivktual and

(b) in 6a crs i ofa rpres€nt tivc, a licencc may only be grsnted to an

idivind.

(2) A regulat' d person that is licensedto indulge in arcgulatcd s.curities
activity shall be rcslrict d to und€rtake only that etivity exclusively.

(3) In thc cas 3 of a b6nk a licence under this Part except s licence for
underwriting or any ott er rEsulated activity as may bc prEscrib€d shall be gra[ted
only to s subsidiary coII pany ofthe bank for such Plrlpose and such subsidiary shall
be exclusively engaged in rctulat€d securitics activitics.

66. R.pror.r rtrtivc!.-No person shall act as a rcpresentative in
c$ryin8 on business in rny regulated securities activity orhold himsclfoutat doin8
so, unlcss h€ is thc hold 3r ofa rcprEsentative's licence for thalrcgllat€d s€cudties
activig and isdulyacqedited to a principal.



P^R] I I'HE 6AZE'ME OF PAKISIAN, EXTRA., MAY I8,2OI5 225

67. Accreditation of represeDlrlives.-(l) A representative rs

accrcdited ro a princrpal for the purposes ofthisAct only if

(a) thc licence oflhe rcpresenlativc states that he is accrcdrted to lhc
principal;and

(b) the reprcscntative is recorded as being accredited in the register of
regulated peGons maintained by lhe Colnmission under s€ction 72.

(2) The Commission shallnotissue a represcntative's licence unless both
rhe represenrativc and the principal have rnformed lhe Commission in wrihng that
he is or is to be accredired.

(i) Where the accreditalion of a representative has been terminated
whether by lhe principalor lhe reprcsentative -

(a) fte principal shall imrnediately notiry [le Commission, and any s€curities
exchalge ofwhich he is a TRE c€rtificate holder, in writing ofsuch
term inalion;

(b) the Drincipal shau publish in two daily newstrapers having wide ciEulation
a notice advising ofsuch termination and shall male arrangemenB for
the placement ofthe nolicc on the securities exchange website;

(c) (he rcpresentative sha ll forlhwith rEtum his licence to the Comm ission;
' and

(d) the Commission shall fbrthwiti amend fie reSister ofregulated peNons
ac.ordingly.

6t. Applicetion for licctrce.{l) An application for a licence under
this Part shall b€ made to the Commission in the prescribed form and sh.ll be
accompanied by the prcscrib€d fee and shall -

(a) give $e Commissiofl in formation il req uirss

(i) abont the services which the applicsnt will hold himselfout as

beingable toprovide ifthe application is 6llowed;

(ii) abour the business which theapplicant proposes to carry on and
to which the applicilion rclates and about any person whom dre

applicanl proposes to employ or with whom thc applicantinteDds
to be associated in the course ofcarrying on the business; and

(iii) to enable the Commis.sion to consider the matters referrEd to in
section l5l; and
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(b) specify the location of all prcmiscs ar which lhc records or other
docume lts ofthe rcgulated securilies activiry in respect ofwhich the

applical on is made are to be kept.

(2) The Co nmission may require an applicant to provide it wilh such
. further information al the Commission considers necessarv-

(3) An app icalion for the grant ofa representativc's licence shall be

supportcd in the pres(ribed manner by a principal who is the holder ofor who has

applied for a licencc t ) conduct a regulated securitics activity.

69. Granl ' 
f licetrce.-{l) Subject Io the provisrons of this Act, the

Commissionmay, on r n application dulymade in accordance with section 68, grant

the licence or refusc I rc application.

(2)

(a)

TheCor rmission shallgranta licence if$lisfied tha( the applicant -
is afit ar l proper person to be licen( cd, having regard to the pmvisioN
ofsectio r I5l;

(b) will be $le, if licensed, 1o comply with any financial rcsources
regu lat i( ns that may apply to the applicanq

(c) has spec fied premises under clause (b) ofsub-scction (1) ofsection
68 that a-e suitable for keeping records or other documents;

(d) in the ca eofan application for a rcprEsentahve's hcence, hos pcssed

such exa nination and undenaken such tminingas may be prescribed;

(e) compli€! with the conditions prescribed in relation to anti-money
launderir,g and counter financing of termrism under $e applicable

laws; an, I

(0 satisfies iuch odrerconditions as may be prescribed

(3) Subject o th€ provisions ofthis Acl a licence granted under this
section shall be grant( I for a period ofone year and may be rcncwed for fitrther
periods ofoneyear pr( vided that,-

(a) tie regu l, lted peEon applies for rencwal of I icenc€ one month prior to
the exprl ofhis lic€nsc;

(b) pays the )rescribed annual licence fee; and

(c) meels th( requirem€nts ofsuEsection (2).
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70. Power of the Commissior to iDpose conditiotrs.-{l) The
Cornmission may Brant a licence subject to such conditions or.estrictions as it
considcrs necessary-

(2) The Commission may, by written notice served on the holder ofthe
licence, amend or cancel any ofthc conditions or artach new conditions.

71, Power of the Commissioh to issue directions to reguhted
pcrsons.--{ l) Thc Comrnission may by notice in u,riting give a regulated person a

dircction under thrs sectron whcre it appears to the Commission that

(a) it is desirable for the protection ofpublic inlerestor customers; or

(b) the rEgulatcd pcrson is contravening, has contravened or is about to
contsavene or has failed to comply with any provision ofor requirement
under this Act, any rule or any regulatioD made unde. this Act or in
purpo(ed comphance with any such prcvrsion or requirement has

. fumished the Commission lrth informalron that is false, inaccurate or
misleading.

(2) A direction under this section may contain allor a.ny ofthe following
prohibitions or requirements, namely: -

(a) require are8ulated person to ceas€ and desist from the contraven tion;

(b) prohibit a regulatcd person from enterinS into transactions ofaclass
or descriptiofl spccified in the notice or enterinS into them othen ise
ahan in circumstances so specified or to an extent so specified;

(c) prohibita reSul.ted p€Eon Aom solicithS business Aom a pe6onofa
class or des.ription so specified or from p€rsons other than persons oI
such aclass or description;

(d) prohibit a rcgulated person from carrying on business in a specified
manner or othenrise thanin a specified marDer;

(e) as r€gards any assels whether in Pakistan or else*here and whether
tiey are lhe ass€ls of the regulated person or not -
(i) prohibil rhe regulated F,erson fiom transferrihg, alienating or

othenx ise d isposing ofsuch assets or from dealing with them in
a manncr specified in the notice; or

(ii) require the reSulated person to deal with such assets in, and only
in, a manner sp€cified inthenotice;
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(l) rcquirc. re8ulated personto maintain in Pakistan asselsofsuch value

as appea s to the Commjssion to be desimble with a vre\l to ensuring
thar lhe r igulared person \yill be ablc lo mccr his liabililics in rcspcctof
his busir ess; or

(g) rcquire r 'regulaled person to transr'er controlofassets ofa specified
class or lescription to a trustc€ approved by thc (;ornrnission.

and the regulared pers )n shallcomplywirh such direction

(3) A direct on unde. this section shallbe for such spccificd pcriod as the

Commission consider! necessary which period may b€ cxtended by the Comm ission

as considered necessaf by it.

(4) The Con,mission may, by written notice eitherofits own motion or on

the application ofthe r$rlated person on whom a prohibition or requircmcnt has

been imposed under t[ is section, rescind or vary the prohibition or requiremcnt ifil
appears to lhc Comrn ission that it is no longer necessal/ for the pmhibilion or
requiremenl to takeef ect orcontinue in lbrce or, as the case may bc, that it should
take eflect or cootinu, in force in a difFcrent [orm.

72. Rcgistc' ofregulated p€rsoff.=1 l) The Commission shall maintain
a rcgistcr of rcgu latcd persons in the form it considcrs most appropriate.

(2) for eacl regulated person, olher lhan a reprcscntatlvc, the register
shall rccord--

(a)

(b)

(c)

(d)

(e)

(f)

(s)

thc nam, and address ofthe regulated person;

the date Jn which the licence was granted:

the type rfregulated securities activity permitted by the licence;

any oon( itions attached to ihe licenc€;

the nam : and address of every accredited represenlative, manager
and offi( er;

the local.on ofthe premises at which the records or other documenls
of the re lulated person are kepq

where O e regulated Frson is a compary, the name of each directoa
and of t le secrehry of the company and the names of majority
sharehol ler;

any orde - ofcancellation of licence; and(h)
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(i) such orher pa(iculars as lhe Commission considers necessary in the
in terest of the inv csling or gencra I public.

(3) For each represcnlative, the rcgister shall record -
(a) his name and addrcss;

(h) the date on which his licence was granted;

(c) the name and addrcss of the principal to whom he is accredited; and

td) such ,nher paniculars as the Commission considers desirable in fie
inrerest oflhe investing or genera I public.

(4) The register referred to in sub-section (l) shallb€ made available on
the websile ofthe Commission and securities exchange.

(5) Any person may apply for a certified copy of6e in formation conlained
in thc rcgister upon payment ofthe prescribed fee in the prescribed manner.

73. Notificalion of charg€ iu registcr pe rticuhrs,-Wherc -
(a) arcSulated person ceases to carry on the business to wh ich his I icence

relates; oa

(b) , change occurs in any matler particulaB ofwhich are required by
sectior 72 to be entered in the register,

the rcgulaled person shall as soon as is practicable and in any cvent withitr seven
dar-s givc to lhe Commission notice in sritint ofthe eventconcemed.

PART VI

CONDUCT OF R.EGULATED SECURITIES ACTIVIIIDS

74. Strnd.rds of coDduct.- In thc conduct of regulated securities
activities, a regulated person shallat allIimes act according to the principles ofbest
p.aclice and, io particular, shall -

(a) observc a high standard ofirregrity ard fair dealing;

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

(c) obscnc high slandards ofma-rket conduct;
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(d) scck fr( m customers iDformalion about their circumstanccs and

in!estm:nt ohjectives which might reasonably be expected to be

relevant in cnabling the rcgulated person to fulfill his responsibililies lo
the cust rmer:

(c) rake ste)'s to Bivc public informarion to every customer which will
enable t re customer to make a balanced and infomrcd invcstrnent
dc\cisrcn

(f) avoid an, conflicrofintcrcst with customers and. *herc such a conflict
unavoidr bly arises,10 ensurc fair trstrnent to the cuslomer by complete
disclosu e and lhc ioterests of the regulated pcrson should nevcr be

unfairly rlaced above those oflhe cuslomer;

(g) protect I roperly, by way of scgregation ard identification, lhose
customer assets for wh ich the regulated person is properly rEsponsible;

(h) maintain adequate fma cial resources to meetthe regulated se.curities

aclivities commiEnents ofthe regulated personand withstard $e risks
lo which the busrness is subject;

(i) organize xld mntrol intcrnal affaiE in a responsible manner;

O kcep pro )er records and maintain such rccords fo. a period often
ycars orr uch longer p€riod as notrfied by the Commission;

(k) have efli( ie proc€dures and arnnSements for addressing customer's
complain.s and seltlement of customer's claims;

(l) have ade luate arrangemcn6 to ensure that all slaff employed are

suitable, 6 lequalely trained and properly supervised, together wilh well-
de{ined c ,mpliance procedures:

(m) have ade( uate system of intemal conhols and intemal audit, ensuring
complian ,e with the relevant laws for thc time beilg in force;

(n) mak€ eff( rts to rcsolve any dispute through mediation; 6nd

deal with dre Commission in an open and co-operative manncr alld
keep tie ( ommission informed ofanl,thing conceming the regulated
p€Ron lhi t might be exp€cted to b€ disclosed ro it.

75. Busin€ar conduct reg lations.--{ I ) Without pre.judice to section
169 the Commission mr y make regularions requiring rcgulated persons ro comply
widl such pmcliccs and s andards relatingto thet conducl in cadying on the regulated
securities activities for vhich they are licenscd as are specified in thc regulations.
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(2) Wilhout limitinS the generality of suLsection (l ), the Commissio may
make regulations for or wilh respect to -

(a) thc use ofrnisleading or deceplive advertis€ments by oron behalfofa
regulated person;

(b) the disclosure to a customerofrhe fuancBlrisks rn respect ofsecurities
trading recommended by the regulated person to the customer;

(c) thc avoidance ofany conflict ofinterest betE€en the.egula(ed person

and a customcri

(d) recommendatrons made by a regulated person,

(e) the priority to be given to customcr's orderc;

(f) fi t and proper c riteria for the promoteB, d irectors, senior management

officers and officers otrcgulated p€rcon;

(8) implementation of in- house com pliance and intemalaudit function to
ensure compliance to Ihe applicable regulatory fiameworki

(h) observanceoffair rradcand markel practices aDd prohibition ofmarkel
abuses, fraudulent practices and deception ofgeneral public;

(i) tradrnS against a customer; and

(i) any other mafler relsting to $e practices and standards of conduct
required ofa regulated person in conducting the rcgulated securities
activiry forwhich the regulated person is licensed.

76. Issue ofcontEct trotes.-A r€gulated p€rson shall, in rcspect of
every contract for the purchase, salc orexchange ofs€curities eotered into by him,
whether as principalor agenl, make out a conEact note in such a manner as may be
prescribcd.

77, Short selling,-{l) Except in accordance with regulations, a person
shall not sell any lisled securities that he or his principal does not ovm either for his
own account or for the account ofanother person,

(2) For the purposes of sub-section (l), a person who s€lls securities
includes a p€rson who -

(a) s€lls the seEurities;
(b) purports to s€llthc securities;
(c) offcrs lo sell the securities;
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(d) holdsh mselfoutas cntitled to sellthe securities: or

(e) iNtruct i a securities broker to sell lhc securities

(3) Ior the purposes of sub-section (l), a p€rson is lreated as owning
securitics only if

(a) heorhi agenr is legally entrtled tothe securities

(b) he has l urchased the securities or has entered into an unconditional
contmct lo purchase the securities, even ifhe docs nol -'',et havc Iitle to
lhem;

(c) he own other sccurities convertible into or exchangeable l'or the
securili, s and has tendered the other securitics for conversion or
exchanl c;

(d) he has a r option to acq uire the secu rities and has exercised thc option;
or

(e) he has ri lhts or wanan6 to subscribe to the s€curities and has exerc ised

the righ,s or warrant-s,

78. Cuslom!r sss.ts.--{ I ) A regulatcd peIsoo shall-

(a) treal and deal witi all customer assc6 received by h im from a customer
in respe l of any regulated securities activity as belonging lo that

custome -;

(b) acaounr for in a separate trust account, designated or evidenced as

such, for all the customer essets rEceived ftotn the customer or accruing
to the cL stomer pursuant to claus€ (a); and

(c) notcomrningle those customerasscts with the assets ofthe regulated
person,

(2) Witioul I ,rejudic€ to section I 69 [he Commission may make regulations
with respect to the se8 egation, safekeeping and utilization ofcustomer assets lhat
a regulated [Erson hol ,s on behalfofa customer.

(3) Witho'.rl imiting the genera lity of suLsection (2), regulations m ay

(a) require ( ustomer moncy to b€ paid into segrcgated ba[k accounts
eslablish id for customer money and designated as trust accounls or
customet accountsi
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(b) rnake provision with respcct to $e openint, control and keeping of
bank accounts a d speci! when and how customer money is lo be
paid into such accounrs and r€quire it to b€ dealt with, and accounted
fbr, in the prescribed manner;

(c) require the maintenance of records in relatton to such accounts;

(d) require the submission to the Commission, upon request or at
prescribed intervals, of prescribcd information, records and
documents for the purpo.e oI enabling dre Commission tu ascerlain
readily whcther the regulations ar€ being complied with; and

(e) provide fcn any other mattcr relating lo cuslomer assets

PART VII

ACCOUNTS, CAPITAL R.EQUIRJMENTS AND AUDIT

79. Accounts rnd records to lr€ kept.-{l) Every regulated person shall
keep such accounting and ot}er records as prescribed wh ich sha ll sufiiciently explain
thc transactions and financial position ofall business r€lating to his licence and
enable a true and fair financial statemenls to be prepared from trme lo timc and
shall keep those records in such manner and form as to enable them lo be
conveniently and prop€rly aud ited.

(2) Without limiting the genernlity ofsub-section (l), such accounts and
orher recordi shall he maintained as may be prescribed.

(3) The accountiD8 and other rcco.ds requircd to be mainhined under
this section shall be preserved by the regulated p€rson for a p€riod ofnot less than
ten yea$ ftom the dateon which they ar€ madc and shall atall reasonabletimes be
open ro inspecton by the Comm ission or by any person appointed by the Commission.

(4) AU rec.rds shau b€maintained io sufficient delail to establish reidily
whether or notany financial rcsources regulations are being complied with.

80. Financi{l resources regulations.- (l) Without prcjudice to
section I69, lhe Commission may make rcgulalions requiring regulated persons to
have and maintain, in respect ofthe securities regulsted activity for which they are
licensed, the financial resourccs set by the regulations.

(2) F inanc ial resources reSulations may-

(a) rcquire regulated persons to maintain financial resources in
accordance with -
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(i) spe:ified requiroments as to the amount in which they are to be

rna ntaincd, and

(ii) an) other prescribed rcquirements;

(b) prescribe the assets, liabililies and other maltens to b€ taken intoaccount
under d1e rEgu lations to determine thc financial resources ofa regu lated
person ar d lhe extent to which, and the manner in which, lhey are !o
bc taken nto account for that puryose;

(c) requirc rc lulatcd p$sons to submit tothe Commission. at intervals set

out rn the rcgulations, retums oftheir financial resources and trading
activilies n a folm set by thc Commission;

(d) require ftgulaled persons to submit retums to the Commission in
response o a request by lhe Commissior for inlormation relating to
theL finar cialresources and any trading activities; and

(e) provide ftr any other matter relating to the financial resources of
regulated leEons.

tl. Frilure t,r comply with linBnci.l resources rcgula tions.--{ I ) If
a regulated person beco ncs unable lo comply with financial resources regulations
the rEgulated person shi ll -

(a) notiry the lommission, ofthat fact;

(b) in the casr ofa securities brcket also notiry the securities cxchange

of which rhe rEgulated p€.son is s TRE certificate holder, clearing
house and central deposrtory, oathat fact; and

(c) cease conluchng thc r€gulaled sccuritres aclivily for which the
rcgulal€d I erson is licensed, othe.wis€ than for the purpose ofgiving
effect to a r agreement or anangemcnt p€rmitted under his licence
and entere I into before the tim€ when it became so aware.

(2) The duties ofa regulated person under suusection (t) shall arise as

soon as the regulated pen fi becomes awa& o. should, whh the exercis€ ofdiligence,
have become aware, ofhi inability to comply with lhe financialrcsources regulations.

(3) A regulate I person that is a company is deemed to be aware of an
inability to comply with l re financ ial resou rces regulations ifa director orcrnployee
of it is so aware or shou l, with the exercise ofdifigence, have betn aware ofthe
inabilrty.
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(4) Whcre the Commission becomes aware ofan inability by a regulated
pcrson tocomply with financ ial resources regulations rhe Commissionmay. whether
or not notice has been given under sub.section (l),

(a) suspend the licence; or

(b) permit the regulated p€rson to carry on business on the conditions, if
any. the Commission impos€s.

(5) Wher€ the Commission susp€nds a licence foraspecified p€riod under
sub-section (4). the susp€nsion shall be for a pe.iod'not exce€ding three months,
provrdcd that thc Commission rnay, ifitconsiders it necessary, extend the suspcnsion
for such further periods not exceedinB three months at any time, at the €xpiry of
tvhich the Commission shall either noliry in writin8 the regulstcd person rhat rhe
susp€nsion has cxpired or proceed to cancel the licence, as it deems appropriate.

82. MoIlitoritrg .omplience t?ith finrtrcirl resource! reguhtiotra.-
(l) The Commission may at any time, by notice in writing served ona regulared
pcrson, requrre rhc regulated person to satisry the Commission that the regulated
person complics with all oIthc requirements ofthe fina[cial resources regulations
that apply ro the regulated pcrson in such ma.nner as may be prescrilred.

(2) Without limiting the generality ofsub-scction(l), the Commission may
exerciseanyofdc powers ofan auditor appointed by the Commission underscction
t6 for the purgrsc ofascerlaining whether a regulated pe$on complies wilh all of
the requiremenrs ofthe financial r€sourccs reguletions thar apply to the regulated

Person.

83. Auditor to be rppoiDted.<l) Within on€ month after becoming
licenced undcr this Act a regulated Frson, other than a rcpres€nlalive, shall appoinl
an auditor, approved by the Commission, ro perform the functions required ofan
auditor ofa regulated person under or pursuantto th€ provisions ofrhis Act ard tle
regulations made hereunder

(2) An auditor shallnot b€ eligible for appointmeflt undcr sub-secrion(l)
ifhe is

(a) a director, oflicer, employe€, sbareholdeB partrer or family member
oI the r€gulated person; or

(b) a parher or employee ofsuch permn; or

(c) not in complisncewith the section 254 ofthe Companies Ordinance,
1984 (XLVIl of I984).
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(3) A regularrd person shall,within se\cndays ofthe appointrnent ofan
auditor, notiry the Con mission in writingofthe name and address ofthe auditor.

(4) A regulal:d pcrson shall. wilhin seven days, notify lhe Commission in
writing ofthe rernoval lr resignation ofan auditor.

84. Audiled rccounls lo be lodg€d with the Commission.- A
regulated person other than a rcpresentative, shall -

(a) for the fi uncial year from the day on which hc commences to catry
on a regu lated securiti€s activity; and

(b) for each ubsequent financial year,

prepare financial stak ments, a balance sheet and a cash flow sktement made up

to the last day ofthe fi rancial year which shall show a true and fair view, contain
the information prescr bed, and shall lodgethose documents wilh lhe Commission
not later than four m( nths after the end of the financial year. together with an

auditor's report u,hicl shall express opinions on such matlers as may also bc

prescribed.

85. Auditor lo report to the Commissiotr itr cerlain crses. It durin8
thc performance ofhis duties as audito. for a regulaGd person, an auditor

(a) becames aware ofany matter which in his opinion adversely affects
the finan, ialorregulatory positionofthe rcBulated p€rson to a malerial

(b) discover r evidence of a contravention of any finaocial resources

regulati( ns or of section 7t (customer assets) or with section

79(accor nls snd reco.ds to be kept),

he shall promptly repor t it in writinSto the Commission and to the regulated person

86. Pow€r o 'lh€ Commfusiod to appoint suditor for spcci,al audit.-
Wlere the Commissio r is satislled that it is in the inrerest ofa regulated person, his
cuslomeB or the inves ors or general public to do so, it may appoint in writing an
audi(orto conduct spe( ialaudit, at the expense of th€ rEgulatcd f,erson, to examine,
auditandrEport, either generallyorin relation to any mattcr, on the books,accounts
and record of the regu atcd pcrson and on money, securities or other propeny he ld
on account ofany oth(r p€rson by the regulated p€rsor or by a nominee appointed
by the regulated p€rso l, if-

(a) the regu ated person has failed to lodge audited accounts with the
Commis ion under sectron 84: or
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(b) the Commissior has rcceived a r€port ofaudit undersection 65;or

(c) the Commission has reason to bclieve that lhc regulatcd person has

failcd tocomply$'ith any ftnanc ial rcsources regul^tions, wilh sechbn
7E (customer assets) or with section 79 (accounts and records to be
k"P0'

PART VIIt

PUBLIC OFFERS OF SECTJRITIES

E7. Offcr of securitics.-{l) This Pan applies to offer oi securities
othcr than Covemment debt sccurities.

(2) Subject to dle provisions ofthis Part, no p€rson shall make a public
offer of sccurities unless lhe issuer or offeror ofthe sccurities has submitted for
approvalto the Commission, and the Commission has approved prospectus.

(3) No person shallrnale a public offer of securities ifsuch persoo or its
directors, sponsors or substantial shareholders have been holding the omce ofthe
directors, or have been sponsors or substantial shar€holders in any company, which-

(a) had been declared defaulter by the sccurities exchange; or

(b) whose TRE ccrtificate has been canc€lled or forfeited by the securities
exchange: or

(c) which has been de-listed by a securities exchange due to non-
compliance of its regulations:

Provided thal the Commission may Siant .elaxation upon .easons lo be
.ecorded. and rectification ofcause leadrnglo such de-listing.

(4) Sub-section (2) shall not apply-

(a) to securities offered by the State Bank ofPalishr;

(b) where the s€curities are offered in connection with a private offering
or privatc placemcnt; and

(c) issue of shares of a subsidiary to the members of a listed holding
company by way ofspccie dividend or any olher distribution in the

prescribed manner
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(d) where 'he securities arc offered by the issuer to-
(i) rn-'rnbcrs or €rrployees ofthe issuer;or

(ii) m,'mbcrs of the families of any such members or employees;
ard

(e) where rhc secu.ities are shares and are ofl-cred as bonus shares to
an) or: ll ofthe melnbers oflhc i\suer:

(5) A prosf ectus approvcd by the Commission slull bevalid fora pcriod
o f sixty days from th( date of such approval or for a longer pe(od approved by the

Commission in case of shelf rcgrstration, provided that the supptement to the
prospectus foreach o fering shall contain updated disclosures:

Provided thzt lhe time p€riod ofsixly days provided for approvsl of
prospectus may be exl )nded by the Comm iss ion hy rEasons to be rEcorded in *,riting.

(6) The Cor rmission shallnotbe Iiablclo ary action in damages suffered
as a result ofanv prorpectus approved bv thc Commission.

(7) A perso I who, in conncclion with apublic otIerofsecurities, makes a
falreor fictitiousappl cation. cornmirs an offence.

(E) TheCor rmission may, where itconsiders itspproprialc, forfeit any or
all ofthe money paid or payabl€ in r€spect ofan offering application under sub-
sec(ion (7) after pmvi ling the applicaDt a reasonable opportudty of beitrg heard.

Et. Appro!al, issue, cir.ulatiotr rnd publication of prospeclus.-
( I ) No person shall issr :, cirEulate and publish pmspec{us including a shelf-prospectls
or supplement to lhe prospectus until it has been approved by the Commission
which approval may b r subject to such condilions or restrictions as the Commission
considers necessary.

(2) The issr cr or the offeror, as the cls€ may be, shall, not Iess than
twenty one days befoD the proposed date ofpublication ofthe prospectus, submit
a copy to the Commis.ion for approval.

(3) Where a public offer of securities isto be made in Pakislan the issuer
or offeror, as thc case may be, shall publish the p.ospectus in full text or in such
abridged form as Ina] be prescrib€, at least in one Urdu and one English daily
newsPaPer.

(4) The prorpectus shall no1 bc published in the newspapers less than
seven days or more I ran thirty days beforc lhe commencem€nt of the public
subscriptior.
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(5) The issuer or the oll-erer, as the case mEy be, shall make available
sufficienr number ofcopies of rhe prospcclus approved by lhe Comlnission under
subscctron ( l), free ofcharge, from the date ofils publicarion in the newspapers till
the closing of the subscriplion al the registercd officc of the issuer, with all lhe
securities exchangc s of the countr),, with allthe bankers to the issue, the concerned
share rcgistrar. the coocerned ballotter and the concerngl credit rating agency, if
any.

(6) The prospectus in full text and thc shares subscription form shall be
uploaded on the website ofthe issuer and shall remain lhere from the date of its
publication in the newspapers till lhe closing ofthe subscription.

(7) Nop(rson shall issue, circulate, publish, telecast or broadca st without
the prior written approval of th€ Commission, an adv€rtisement other than a
prospectus, announcing a public olferofsccurities for which a prospectus ls required
und€rthis PaJt unless a prospectus has tleen published ard the advertisement gives
an address in Pakistar from which rt can b€ obtained.

(E) The issuer or offeror, as the case rnay be, shall not, at any time, vary
the terms ofthe clauses stipulated in its prospeclus except subject ro thc approval
ofthc Commission.

(9) Wh€rc an issuerorthe offerer, as tle case may be, can issue, circulate
and publish supplement to the prosF,ectus inv iting the teneral public for subscription
of thc security(ies) earlier offcred to the public through shelf-prosp€ctus, providcd
lhat-

(a) ithas obtained prior written approval oflhe Commission for its issue,
circulation and publication;

(b) the last supplement should be publishedwithin such time period lo be
prescrib€d by the Commission; and

(c) the aggregate amounl ofthe offer or issue floated in tranches should
not €xceed the total issue size as mentioned in the shelf-prospectus.

(10) A copy ofeach supplemenl to the prospectus shall be filed with the
registrar on or before the date ofits issu€, circulation or publication.

(l l) A supplement to $e prospectus shall contain such information as may
be prcscribed by the Commission and it shall be pubhshed in atleasl all rhose

newspapers in which the shelf-prospectus has been published.
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(12) lncase ofany misstitement oromission ofmaterial information from
the supplement lo th j prospectus. sections 92 and93 shall apply ruutotts nulandis.

E9. Contcnts of prospcclus--The Commission may approve a

prospectus if it cont ins such information and reports as may be prcscrib€d.

90. fxper; to bc independent.- A prospectus shall not contain a

statement purportin[ to bc made by an cxpc( unless the expert is a person who is

not, and has not beer, engagcd or inlerested in the formation orpromolioll or in the

managcmcnt ofthe r omPany-

91. Exper 's consent to issue of prosp€ctus containing statement
made by him.-A t rospectus that contains a statement purponing to be madc by
an expert or lo be b $ed on a statem€nt made by an enpert shall not be issued,

circulaled orpublish :d unless-

(a) the exp xt has given, his written consentto the issue offie prospectus

with th i stalemeot in the form and context in which it is included:and

(b) there a rpcars in the prospeclus a statement that the expert has given
and ha: not withdrawn his consent.

92. Crimir al liability for defective prospectus. A person commits
an oflcncc, who-

(a) makes r misleading, incorect, untrue or deceptive stalement itr a

prosper tus; or

(b) omits i lformation or a statement from a prospectus that this Act o.
any rul,.or regulation made underthis Act, requires to b€ included in
the pro rp€clus.

93. CoEp, trsotion for frlsc or misl€ading prospectus.- Every
offeror, issuer, direct:r ofan offeror or issuer or any person who has signed the
prospectus shallbe Iirble to pay comp€nsetion to any peBon who acqutes any of
the securities, in relir nce upon $e prospcclus, lo which the prospectus relates and

suffers loss in rcspe( t of them as a r€sult of any incorrcct, unfue or misleading
statomenl in the pro! pcclus or the omission from it ofany matter requircd to be
included by orunder rection 89-

94. Abridg J prospectus.-Notwithstanding lhe provisions ofthis Part,
apublic offer ofsecu ities may b€ made by publication ofan abridged version ofa
prospectus (an abridt ed prospectus), instcad ofa prospectus, if-

(a) a prosp(ctus is prcpared in accordallce with soction 39andlhe abridged
prospec us is prepared in accordance with such requinements as may
be presr ribed;
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(b) a copy each of the prospeatus and the abridged pro6pectus is subm ittcd
to the Commission at the same time for approval afld both the
prospeclus aod the abridSed prospectus are approved by the
Commission;

(c) sumcient copies ofthe prcspectus are made available for collection at
tle times ard plac€s sp€cified in section t6 and dle ahidged prosp€ctus;

and

(d) dre public offer complies with such other requirements as msy be
prcscribed.

95. Issoc ofsecurities oulsida Prkiltan.- No company shsll, except
wilh $e prior approval of$e Comrnission, issue or lid any s€auriths oubidc Pakislan.

96, Dis.lorurc of pricc seDsitive ltrforD.aioE.- ( I ) Exc.pt ai povided
in sub- section (4), a listed company shall disclose to the public fort}with any price
sensitivc information relating to the compeny or its subsidiaries which hf,s come to
the company's knowledge and which would be matarial to an investor's inv€stncnt
decision, including information that-

(a) is necessary to enable the public io apprais€ tfte posithl ofthe cornpony
and its subsidiades;

(b) is n€cessary to avoid lhe crcation or continuation ofa false market in
rhe s€curities of the company (false market being defined as an
uninfo.mcd market or one which is bared orl incamplete infomation);
o,

(c) might reasonably be exp€cted to malerirlly aflect the ma*a activity
and lhe price of its secudties.

(2) A lisred company shall ensure thal when disclosin8 itrformetion
pursuant to clauses (a) to (c) of suLsecfioD ( I ), the melns it uses for disscmiDating
information are such ihat it equally, timely ard effectively provides access to such
information by the hotden ofthe securities ofthe company rnd investols.

(3) A listed company me€ts the requirements of sub-section (l) when
info.mation thal affects the Darket or a sector of the ma*€t generally is made
public in.a manner l.hat would be lik€ly to bring it to the attcfltion of persons who
commonly inves in securitics ofa kind whose prico or value might be affectcd by
theinfomation.
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(4) A liste( company may, under itsown responsibility, delay the public
disclosure ofprice scn itive informarion such as oot to prejudic€ ib legitimate interests,

pmvided lhat-

(a) suchde aywould notbe likely to mislead public investors;

(b) any per;on receiving the information owcs the listed compsnya duty
of con6 lentia lity, regardless of whether such duty is based on larr,
regulati )ns, articles ofassociation orconlrect; al|d

(c) th€ lisn d company is able to ensure the confidentiality of that
informar ion.

(5) In dre e\ ent thata listed company is also traded or listed on a foreign
mar&et or exchange, fie listed company shall ensurc that where information is
rEleasEd to those mark ts the sslne information is acleased in Palistan simuhsncousty.

(6) Without limiting the generality oflhis s€c(ion the list d c.mpany shal|
also comply with suct fufihcr obligstions ard rcquiremcnts as mEy be prcscrib€d.

97. Notillc, tioD of required dkclo![re by thc Commirrlo! or .
!.crrili6 erchrlge.- <l) A listed clmpany shsll respond prcmptly upon beint
informed by the Conmission or a securities lJxchanS€ that there are unususl
movements in the pric: or volume ofits traded securities by promprly disclosingro
thc public-

(a) details o'any matter or developmcnt of which it is aware that is or
may be r )levantto the unusual movements, or

(b) a slarerD3nt of the fact if it is not awarc of any such mstter or
devclopr rent.

(2) [tshallh the rcsponsibility ofthe listed company to rrspond pmmpdy,
in the same manner, k any n€ws in the print alld electonic media regarding that
company which may I 'irajfactu rffect the opinioD of investor or public at large-

(3) Without imiting the 8cn€ral effect or provisions ofthis Part, listcd
companies shall also co np ly widr such furt}er reporting obliSalions and rEqu irem€nB
as may bc prescribed.

98. Powcr o:'the Comrirsior to rcquire p.odocti<rr of rtcordr rld
docEmant! coDc.mi g lbted coEpioica.-{l) Where-

(a) it appear: to the Commission that the.e are c ircumsl2nc€s suggosting
that the b, siness ofa I isted compaly has baen or is being conducted -
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(i) with intent to defraud its creditors or the creditors of anothea
personl

(ii) for a fraudulentor unlawtrl purpose; or

(iiD in a manner that adv€rsely effecls any of irs mcmb€6;

(b) it appears to the Commission that thcrE are circumstances suggesting
that a company was listed for a fraudulent or unlawful purpos€;

(c) iteppean to the Commission lial there are cirEumstarces suggesling
that the persons concemed with lho listing of a company or the
management of its affa irs have in relalion to the I isting or managcmenl
bcan guilty of faud, misfeasance or other misconduct lowards it or its
members; or

(d) it appess to the Commission that thear arc circumstances suggcsling
that the memtels of a listad company have not been given sll the
information with respect to its affairs that they might rcrsonably
expecl

the Commission may giv€ direclions-

(i) to the directors or mmagement of the listed company;

(ii) to a subsidiary or an associated company olthe listed company; or

(iii) 10 a lislcd cohpany or listed compmies thet own or control cither
individual$ or collcctivety s majority slurelrclding ofdrc lided company
or have the power to plac€ a rDajority of directors on thc board ofthe
listcd company or

(iv) whcre it appcirs to the Commission that il is in lhe int!rcsl of th€
investor or public interes!

requirinS it, at tle time snd place speciflrod in tbe dircctionE to produc€ the records
and documeflb spacifred in the directions.

(2) The Commission may, when ecting unde. sub-scction ( I ), audrorize a

Frson, oll producing, if requiaEd ro do so, evidence ofhis aulhority to require a
lisEd company rEferEd to in suLseclion ( I ) to produce to him r€cords and documents
specified by him.
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(3) fie Cor rmission o. authorized person ma) require production of
records and document, from a listed company under this section. TheCommission
or authorized person r lay also req!ire production ofthose records and documents
from a person who alpears to the Commission or authorized person to be in
poss€ssion ofthem.

(4) The pov e. under this section to requirc a listed company or other
person to produce rec,,rds and documents includes the power-

(a) if the re, ords and documents are produced-

(i) to r ake copies ofthcm or extracts frcm tlem; and

(O to : e4uirE lhat person or any orher person who is e present or
pa. t ofticer of thc listcd compa.ny or is or was et any time
em rloyed by the listed company, to provide atr explanalion of
an; ofthem; or

(b) ifthe re< ords and documents ar€ not pmduced, to require the prson
who vr'ai required to produce them to state, to the best ofhis
knowled ge and belief, where they are.

99. Reoedl itr cas.s of utrfrir prejudice by listed c,olnprnict.-{l)
If it app€ars to the Cc mmission fiom any information, record or olier document
obtlined under th is A( t or lhe rules or regulationi made under the Act o. any olhe.
Iegislative powe., that lrc affairs oaa lined company is b€iDg or has b€en conduclod
in a manner unfairly pr :judicisl to the interests of som€ or all of its sharEholders, thc
Commission rnay mal e an applic{tion to the Courl foran orderunder dlis scction.

(2) lfon an, lpplication underthis section lie Court is oftheopinion that
the company's affair: are being or have tccn conducted in a manner unfeirly
prcjudicialto the inter, stsof its members g€nemlly or ofsome part ofthe mcrnbers,
whelhcr or not the cor duct consists of an isolsted act or a series of acts, the Court
may, with a view to br ingilg to an end the matters complained of-

(a) m.le an order rcst'aininS the carr)ing out oflhe act or conduct;

(b) oder th t the comFry shall brinS in its name lfie proc€€dings thc
Court ca rsiders fit agEinst the pe6ons, on the t€rms, he Cowt ordcas;

(c) appoint r receiver ofthe wholc or a part ofthe compsny's prcpcrty or
business and may sp€ciry the powers afld duties of the recaivq or
malrager andfix his remuneration; and
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(d) makeanyotherorderitconsiders fi!whelhcrforrcgulalingdrcconduct
of the company's affairs in future or for tho purchase ofthe shares of
any members ofthe company by other rhembers ofhe company or
by the company and, in the c&se ofa puchase by the company, for lhc
reduction accordingly of the company's cspital or ofierwise.

(3) Where an order under this section makes an alteaation in or an addition
to the constitution ofa company! the company shall not have powcr *ithout the
leave o[the Court to mal(€ any hrrther alteration in or addition to the constitttion
inconsistent with dle orde.

l00.Power of thc Commi$ion to issue directiv€s to listed
coirrpstries.-Where it appears to lhe Commission tiat -

(a) it is desirable for the pmtection ofmcrnbers or othcr holdcrs ofsccuriti.s
or in thc public intercst;

(b) the lisied company is in brcach oflisring r.guletions; or

(c) the listed compmy is contnvening, llas contravened or is rbout to
coitravcnc or has feiled to comply with eny Fovision of, fr EquirE na t
under, thisAct, any rul€s or any r€gulations made, under this Act or irl
purported complianc! with any such provision or requiremc , has

firmish€d the Commission with information thet is falsc, inaccurate or
misl€ading,

the Commissior may issue directivc ro the listed cornpany -
(i) to celse snd desist from the breach ofthis Act or .ules or rcguldionl

made thcrE under;

(ii) to do or not to do any marter as sFci6cd uDder this Act or rules or
rcgulations made there undcq or

(O wifi regard to or for sny olhcr dattrr l,hdt th€ ComEissioD conside.s
n€cessary in exercise ofis powers under this Acl or nrles or regulatioos
made therc under,

and the liste-d comFry shall comply with the directive.

l0l. Duty of dlrcctors {nd olt.r! to di!.loce lh.Eboldirg itr lbaed
coDp.Dy,-{l) Every person who becomes r dircctor, cxccutive oflicer, or
substantial shaEholder ofa lisled c-ompary shall give notice b writing to the compan}-

(a) ofh is beneficial ownersbip in th€ lised equity s€curities ofdlc company
or sny other nature of securiti.s as may be prescrib€d by tha
Commission;and
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(b) oflh€ a nount and description of the securiti€s ofthe compeny and

dateofi cquisition of bcncficial owncrship.

(2) A direc or, executive ofllcer or substantiel shareholder of a listed
company shall give nr tice in writingtoth€ companyofeny ofthe following events,

namely:-

(a) ary cha rge in bcncficial ownership mentioned in suEsection (l) and

the notificstion shall state the number, amounl and description of
securitir s involved.

(b) ary tair refen€d to in s€.tion l(X

(3) The ret onirg requircmenl imposcd by suFsections ( t) alld (2) shall
bc fulfillcd b.forc the )xpiration ofa pc.iod ofs.v6 days bcSinnirS with dle day on
vrhich thc requirEmcr t first srises.

(4) For the ,urposos of seclions I 0 I b I 07, the te.m "executive oftic€r"
- iDcludes but not lim ted to he chiefexocutivc. chairmarl chieffinmcial officcr,
s€crctary, auditor or a ry othcr ofriccr of 0rc company as msy ba prcscribcd by the
Cornmissioo,

(5) For the purposos of sections 101 to l0? beneficial owneEhip of
securities ofany dire tor, executive officer or substfitial sh&eholdcr, in c&s€ of
n tural person, shall b i decmcd to include thc s.curities b€neficially oBno4 held or
contolled by-

(a) him or ler;

(b) the wife or husband of a dircctor ofa comp.ny, not b€ilg hers€lfor
hims€lf r dircctor of the cmpany;

(c) thc mh or son o. drughter of a dir€ctor whe.e "son" includes step
son and "dsuShter" includes step-daughter; and 'tninor" means a

person r nder the agc ofeightecn ycars;

(d) a privat( company, \pherE such dirEctor, executive officeror suhrrtial
sharcho dcr is a shereholdc,, but to the er.tenl of his pmportionate
shsrcho ding in the privale company:

Provided ttat 'contsol" ir rElation to s@urities mcans thc powar to exerciso
a controlling influenc ! ovcr the votiDg powca attachcd thercto.
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Provided firnher that in case the substantial shareholder is a non-natural
person, only lhose securities will be trcated beneficially owned by it, which are held
in its name,

102. Rcgisaer of directoE' ina.rclt! lo1ified roder i.ctio! l0l.-
( I ) Every listed company shall keep a r€gisterfor the purposes ofsection l0l in the
form approved by the Commission.

(2) Whenevcr a aampany receives notilication from e dirEcto( ex€autive
officeror substa ial shareh older pursuant to section I0I, the company shal I entcr
in lhe rcgister, against name ofthe respective direclor, executivc ofrcer or subshntial
shareholder, lhe informatior Eceived and tfie date ofthe entry

(3) Whenever a listed company rs notified of any maner in cors€quencc
of requ irement impos.d by suEsecl ion ( I ) of section I 0l , the co6lp.ny sh6ll no$ry
it to lheCommission, within seven days ofthe rcceipr ofthc infomatio& showing
therein narne of director, ex€cutive olErcer or shareholder, date ofappointnentor
ac4uisition ofbcneficial ownership and number ofshxrcs h€ld by him.

103. Notific.tioD lo the ComEitrior of dir.clor! .trd otL.E'
intenst-{l) Every director, executive offica or substantiel shereholdar of a
listed company shall subm it to the Comln ission in $c prescribed form -

(a) a sBtemmt of beneficisl owreEhip in the list d equity securities of
lhe company or any other naturE ofsecu.ities f,s may be prescribcd
by theCommissioE;

dl€ particulars of any change in 6e interest aforesaid; and

any change in hisposition.

(2) The rcporting r€quiHn.nt imros.d by sr-rb-s€crixs ( I ) shs.ll be tulfill€d
hfor€ tio expiration of a period of seven &ys begiming with the dly otr which the
requirEment fi rst aris€s.

(3) For the purpos€s ofsections tOl to l0?,'cquity security" mesns ary
stock or fansferable share (prcferred or common) or similar s.curity representing
ownenhip, any security convertible, with or rrtthout considcration, into such a

s€curity, or carrying any wafiant or right to subscrib€ to or purchase such a s€curity,
any such warrant or riSht itself, and such other security as may be prescrib<d by
the Commission-

104. Tr.diDg by dircctoi! rrd otheE 
-Where 

any dircctor, exccutivc
officrr or subslrntial shulholder ofa listad compsny i.raspoclivc ofrny intetrtion
makes any Bain computed in the prescriH mannet by the purchasc and sale, or

(b)

(c)
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the sale and puEha c, ofany beneficially owned listed equity s€curities of same

class, or any othcr r aturc ofsecurities as may b€ prescrib€d by the Commission,
withi0 period ofless than sixmonths, such director, executive olfice.or substutial
shareholder shall m rke a report to the Commission in the prescribed form beforc
the expiration ofa p:riod ofseven days beginnhg with the day on which the gain

accrues:

Provided thr t nolhing in this s€ction shall apply to any nature ofacquisition
as may be prescribe I by the Commission.

105. T€ndr r ofgrir ao be.redited to F€der'rl Conlolidra€d trutrd.-
Where director, ex:cutive olEcer or substantial shareholder makes any gain
mentioned in sectior I 04, such director, €xecutive offic€r or substantial shareholder

shdl tender thc rrn( unt of such gain to the Commission within the period of six
morths ofthc accn;.1ofSrin ard the Cornmission shsll crcdit the amou ofsuch
grin to the Federal ( onsolidated Fund.

106. Dir.( tlv. by thc CoItr tr!iotr.-(l) where within th€ p€riod
provided in section I 05, a d irector, €xecutive ollicer or substantia I shareholder ff,i ls

oa ncglects !o tendcr the gaiq th€ Commissioo may by order in wrilinS direct such
director, executive rfficer or substantial sharehoHer to tandcr rhc Sain to tfic
Commission for onyard crcdit ro thc Fcdeol Consolidsted Fund.

(2) whcrc ony person r^rho conkavcnes or fsils to comply with any
provision ofsecrions I0l, lm, 103, 104, 105 and 107, theCommission may by order
inBritingdircc!-

(a) il tre c rse ofao individual, to pay by rvay ofpemlty to lh€ Commission

such sl m which may exrend to five hundred thouand rup€€s ard to
a furth ,r sufi which may cxtend to one thousand rupees per day for
cvery ( ey durinS which th€ defeult cotrtitrues; and

(b) in the c rse ola company, the company and its cvery direato. o. omcer
who is cowingly and*illtullyin default, to pay by way of pnalty to
thc Ccmmission such omount which may extend lo five hundred

thousa d rup€€s and to a furthfi amount which may extend to one

thousr rd rupe€s pq day for cvery day during whicb the default
continr es,

(3) Any B rson, who obsEucts or contravenes or does not coDply with
any order or dirccti< n given under this section commits an offenc€ and shall be
liabk r pay by wai of penalty such amount which may .xt nd to five million
rup€es or thrce time! the tenderable garn madc whicheyer is higher
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107. Nolification lo the Commission of prescrib€d informatioll.-
( L) Evcr) listed corhpany. once in each year, prcpare in the prescrib€d manner and
file \\'i1h thc Comnrission a relum containing rhe prescrihed informalion.

(2) Ihe return referred to in sub-section (l) shall be filed with the
Commission within forly-live days liomthedatcoflheannualgeneral mecting held
in the year or, whcrc no such meeting is held or ifheld is not concluded, from the
last day ofthe calendar year to which it relates-

PART IX

TAKEOVERS

10t. Idlerprelrtioo.- ln lhis Part, -
(a) "acquirei'means any person who, directly or indirectly, acquires or

intends to acquire voting shares or voting rights in, or control ofthc
tar8ct company. either by hrmself or firough anv pcrson acting in

(b) "managerto theoflel'means a bank, securities brokeror an invesrnent
bank licensed by the Commission, appoinled as per requir€ments of
lhis Part;

(c) "offerperiod" meansthe period from the date ofpu blic annou ncement
ofpublic offer to the date ofclosure ofpublic offerorefflier withdrawal
thereo f;

(d) "p€rsons actinS in concerl" means-

(i) persons who, with acommon objective orpurpose ofacquisition
of voting shares or voting rights in, or control over a target
company, pursuanl toan agrecrnentor understanding, formal or
intormal, d irectly or rnd irectl_v co-operate foracquisition ofsuch
shar€s or voting riEhts in! or conEol overthe target company.

(D withour prejudice tothe generality ofthe foregoing, the persons

fallingwfiin the following carego.ies shall be deemed to be
persons acting in conce( wirhother persons within the same
category, unlcss the contrary is established,-

(A) a company, its holding clmpany, subsidiary company and
any company under the Same management or conlrol;
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(l!) a company, its promoters or sponsors or its directors, and

any person enlrustcd wrth the managementoflhe company;

(( ) directors ofcompanies rcfeEed to in itcm (A) ofthis sub-

clause and associates ofsuch directors;

(I,) retatives olthe acquirer or persons acting in concert with
the acquirer;

(E) a securities manlger and its client, who is an acquirer;

and

(f r banks, financial advisors and securilics brokers of the

acquirer, or ofany compa-ny whioh is a holding compaly
or subsidiary olthe acquirer, and where the acqui.er is an

individual, of tie relative of such individual:

Pmvided that this sub-clause shall not apply to a bank

wl ose sole role is that ofpror iding normal commercial banking
ser vrces or activilies in rclalir)n to a public ofrer underthis Acl;

Explanation -Fot the purposes of Gis clause "associate"

of r person means,-

(i) any relative ofsuch persoo; and

(ii) trusts ofwh'ch such person or his relative is a tmstee;

(iiD partoership firm in which such person or his relative is a

Psrtner; or

(iv) privarr company in which tie person or his relative is d ircctor

or a member:

(e) "public i nnouncement" means thc announcemcnt of intention to
acquiE c ' ofler lo acqurre voling shaEs oflhc tartel company made
to the purlic by the acquirer pursuant to ihis PartiD thc prescrib€d
manner ar d includes dre announcement made in relation to a competitive
bi4

(f) "public o Ter" me3ns tie public offerfor acquisition ofvotin8 shares

ofa taryel companyand includes any competitive b id or bids made for
thjs purpc ie;
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(g) 'relative"means spouse, real and hal f s iblings and the ir children, and

Iineal ascendanfs and descendanls ofa person;

(h) "voting shares" meens sharcs in the equity share capital of a target
company carrying votinS rights and includes any s€curity which entitles
lhe holderthereofto obtain orexercise voting rights;

Lrplanarioh. For the purpose of this clause shares also include all
depos itory rec€ ipts carrying an entitlem ent to exerc ise votin g rights in
Lhe target company; and

(i) 'target company" means a listed company or holding company ofa
Iisled company whose votinS shares or contol arE directly or indiEctly
acquired or intended to be acquircd.

109. This Part noa to ,pply to certrin tr.trssctions"-{ I ) Except as

provided otherwise in sub-section (2), nothtng conlained in this Partshallapply to

(a) allotunent ofvoting shares puiuant to a right issue to existing mem bers

o fa company in proportion to the ir shareholding, exc€pt voting shdes
allotted and issued under sub-sectron (7) of section t6 ofthe Companies

Ordinance, 1984 (XI.VII of I9t4);

(b) alloment of voting shares to the licenced under$,riters pursuant to
any underwriting agre€menl;

(c) acquisition ofvoting sharEs in the ordinary course ofbus ino6s by banks
and financial instinitions as en forccment of security;

(d)

G)

acquisition ofvoting sharcs by succession or inheritance;

a scheme ofarrangement oa reconstruction including a.ealgafiation
or merger or de-merger under any law for the time being in force;

cxercise ofoption by abank or a financial.institution in pursuance ofa
conversion option undera loan egreement;

(f)

(g) sale of shares in consequencc of privatization of a unit or its
managementrights within the meaning of Privatization Commission
Ordinance, 2000 (LII of2000);

(h) acqu isition pursuant to irrdr Je transfer of shares aEongst qual irying
persons, being,-

(i) relatives;
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(ii) pers,,nsnamed as promoters or sponsors ln lhc memorandum oF

Ass(cialion oftargetcompany holding not less than ts'enly five
perc,.nt ofthe eqtlity securities ofthe larget cornporlyi

(iii) a cor rpan' i1s subsidiarics. its holdingcompany, olhersubsidiaries

of surh holdingcompany:

(iv) majc r shareholders ot a Llrgct company collectively cxcrcising
man. Semcnt control lbr a continuous period ol'lhreeyean prior
10 lh, proposed acquisilron:

L\pt motion: For the purposes of this clause the expression
"maj )r shareholdci' rncans permn directly holding more than

twen y pcr ccnt ofvolinB shares of lhe (aryet company;

(i) a scheme ( .f rehabr lrtatron ol a company approved underary larv for
lhe time b ing in force.

(2) After the e:quirer acquires votrng shares pursuant to sub-section ( l),
the acquirer sh all make r d isc losure of the acqu isition in th€ prcscribed manner.

110. Acquisition of mor€ thsfl leo per ccnt lotinE shrres of e
.omp{try.- (l) Aoy a( quirer who acquires voting sharcs, which, taken together
with voting shares, ifary, held by the acquirer, \r,ould entille the acquirer to more
than ten per cent voting ihares in a listed company, shall disclose the aSgregate of
hrs shareholding in that rompany to thc said cornpany, the securities exchange on

which the voting sharer ofthe said cornpany arc listcd and thc Commission as

provided in suEsection, 2).

(2) The dEclo;ure mentioned in sub-section (l ) shall be made within two
working days of

(a) the r€ceipl ofintimation ofallol-rnent ofvoting shares; or

(b) the acquis tion ofvoting shares, as the case may bc

Elelanotion.- rorthe purposes ofthis section the expression "acquisition"
shall include pu rchases c rnfirmcd by the TRE cenificate ho lder of a slock eJ(change
in accordance with applijable rules or regularions.

(3) An acquir( r may acquire additional voling sharcs within a period of
twelve mondrs after acqr isition ofvoting sharcs pursuant to sub-section ( 1) without
making d isc losure as re( uired by srrb-sccti()n (l) ir case th€ total acquisition does
not exce€d an aggregalc oflhirty pcr ccnt
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lll. Acquisition ofvoting sharqs beyond prercribed limils oraontrDl
ofa company. No person shall, dircctly or indirectly,-

(a) acquire voting shares, which (taken togelier with voting sharEs, if
anr_, held by such person) s,ouldentitle such pcrson to more than thhty
pcr cenrvoting shares in a listed company; or'

(b) acquirc additional voting shares in case lhe acquirer already holds
morc than thirty percent but less than fifty-one percent oflic voting
shares ofa listed company:

Provided that such acquirer shaIInot b€ requircd to makc a f.€sh
public offer lvilhin a period of tw€lv€ months fiom the date of the
prcvi()us public offer; or

(c) acquire control ofa list€d company,

un less such pcrson makes a public offe. to acquire vol ing shares oflhe listEd company
in accordance wilh lhis Pan.

'112. Nuhber ofvolitrg shares etrd offer pri.e.-{1) The public offer
by the acquircr shall be made for such minimum number ofvoting shares and for
such minimun oflirr price as may be prescribed.

(2) Whcre the num ber ofvotmS shares offerEd for sale by the sharehold€rs
are more than rhe voting shares oflcred to be acquired by the acquirer, the acquirer
shall, in consultation with the manager to the offer, accepl the public offer or offers
rcceived from the shareholders on a proportional basis:

Provided that acquisition ofvoting shares from a shareholder shall not be
less than the minimum ma.rkelable lot or the entire holding if it is less than the
marketable lol.

113. Appointment ofDarrger to tbe oller.-Before making any public
offer the acquirer shall appoint a manager to ihe offerwho shall not be an associate,
or a group company, ofthe acquirer or the target company.

ll4. Timitrg of the public anrouncement of intertioD.-Any person
intending to acquirc contsol or voting shares ofthe larget company which may
atlract the provrsions of s€ction Ill, shall make a public announcement of its
intention to acquirc in such manner as nay be prescribed.

115. Public aDnourcement ofinlcntion .nd publi. offcr rot to co[toiD
misleadirg malcrial.-The publc announcemenl of intention, tie public ofter,
any other advenis€menl, circ ular, bftxhurc or any publicity marerial issued in respect
of. or in relalion to, the acquisition ofvoling shares shallnot contain any mlslcadans
or incorrect intbrmation.



254 l-HE GAZE TE OF PAKISTAN. EXI RA., MAY 18. 2015 [P^Rr t

I16. Conditi( nal offer.-< I ) A public offer by the acqu irer may bc made

conditionalupon minir rum l€vc I o f acceptances:

Provided that ruch level shall not b€ less than thc limit prescribed by the
Commission.

(2) Where a public otler is made conditional upon rninimum lev€l of
acceptance, the acquir, r may rejecl all such acccptrnces ifthe same do not reach
lheminimumle\elspe, ifiedinthepublicoffer:

Provided that rhe acquirer shall be free lo accept the acceptances even if
such acceptances, pul t )gether, do not reach the speci6ed minrmum level.

ll7. Persons , o whom public o(fer shall be made.-'fhe acquirer shall
ensure that the offer k tler is sent to all the sharcholders of lhe larget company
whosc names appear c1 the register of members of the company as on the date
specifi ed in the public a rnouncement:

Provided that *here the public announcement is rnade pu.suant to an
agreement to acquirc !( ting shares or controlofthe larBet com pany, the offer lctter
shall be sent to the sha eholders ofier than the parlies to the agreement.

ll8. Prohibiti rn for acquir€r.-Where the acquircr has, neither in the
public a-nnouncement ror in the offer letter, stated his intention lo dispose ofthe
undenakng or a sizeab e part thereof, of the tar8el companv except in the ord inary
course of business ofll e target company, th€ acquir€t where he hds pro€eeded to
acquirc control ofthe l arget company, shall not dispose of the undertaking or a
sizeable pan thercof, ol the target company for a period oftwo ycars from the date

of ac4uisition of the cor trol.

I19. Prchibiti,rtrs on borrd ofdirectoN oflhe terget company. -{l)
The board of directors ( fthe target companx during lhe offer period, shall not-

(a) sell, trans er, or otherwisc dispoae ofor enter into an agreement for
sale, trai! fer, or for disposal of the undertaking or a sizeable part
thereof, nr,t beinS sale or dispos€l ol assets in lhe ordinary course of
business o Ithe company or its subsidiaries:

(b) encumbenny asset ofthe company or its subsidiary;

(c) issue any i.rther shares during the offer period; or

(d) ent€r into ury material contsact.
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(2) Once the public announcement ofintention has b€en made, the board
ofdirectors ofthe target company shall not appoint any person who rcpresents or
has an interest in the acquirer as an additional dirc{lor or againsl a casual vacancy
on th€ board ofdirectors, tillacquisition iscompl€ted.

(3) The target Company shall not transfer the securities acquired by the
acquirer unlcss allobligations have been fulfilled by the acquircr underthis chapter
as certificd by thc manager to thc offer

(4) Notwitistanding an;dring contained in tlre Companies Ordinance, 1984
(XLVII ot l9E4), once the acquisition ofsfiares has been completed in accordance
withfiisPan, the target company shall allow such changes in the boardofdirectoE
as would grve the acquirer propodionate reprcscntation on the board or confol of
the company.

(5) ln case the acquirer do€s oot get a proportionat representation on
the board of directors ofthe target company or lhe number ofcasual vacancies so
created to complctc the board on the basis of proportional reprcsenlation are not
sufTicien! lhc acquirer may servc a notice on the target company for holding of
fresh elections and shall submit a copy ofsuch notice to the Commission forthpith.

(6) I he board ofdrreclors ofthe target company shall cause the election
of dirccton to be held within thirty days from the rec4ipt of lhc notice under
suFsection (5), and the elections shall bc held in accordanc€ with thc provisions
of sub-sections (2) to (5) of sectioo l7E of the Companies Ordinance, 19t4
(XLVII of I984).

(7) The board ofdire€lors so elect€d shall hold ofrce during $e rEmainder
ofthe term ofthe outgoing directors ofthe t rget company.

120. Conpetitive bid.{l) Any person, other than the acquirer who
has made the first public announccmen! who is desirous ofmaling a competitive
bid, shall, within twenty-one days of the public arnounc€meni of the first offer,
makeapublic announcement ofhis olIer for acqurstion ofatleastsame number of
voting shares ofthe target company.

F.rpldnation.-For lhe purpose of this section a bid shall be dcemed as

competilirc only ifit offers a highcr purchase price.

(2) A competitive bid shall not be for less than the numb€r of votitrg
shares for u'hich the earlier public offe. has 6ecn made.

(3) The provisions of this Part shall, mutatis-mutandis, apply to the

competitive bid made under sub-scction(l).
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121. Upward revilion ofoffcr.- lnespccrive ofuhether or not there is
a competitive bid, d e acqu irer, who has,nade lhc pubhc announc.menL nray ,rake
upward revision in I rs offcr ir respcct lo th€ price orthe number ol voting sharos to
beacquired, atanyr me uptoseven workingdayspriortoth€datcof theclosureof
publicoffer.

122. Withc rawel ofpublic oller. -(1) Dxceptas provided in sub-scction
(2), a public offcr, o rce madc, shall not be withdrawn.

(2) A pub ic offer may be wirhdrawn,-

(a) ifa co npetitive bid has bcen made;

@) ifthe ;ole acquirer, being a nalunl person, has died or has bccn
declaft dto be ofunsound mind before dle complction ofthe acquisition

Proces i; or

(c) in sucl circumstances as may be prescrib€d

(3) Ifthe E:quirer who made the first public offer d(rcs not withdraw his
offer with in sevcn * rrking days of the pu b I ic annou ncement of lh€ compe titive b id
or does not makc an q ,ward Evision ofhis oll€rwitlin fie time specified in secllon l2l,
the earlierolleron tl e oriSinalterms shall continue to be valid and binding on the
acquiret except thal the closing date ofsuch publc offer shall stand extended to
the date of closu re o- pub lic offer under the lf,st subs ist ing com pctitive b id.

123. Securi f to be furnish€d by th€ acquircr.{l ) The acqurrer shall
fumish a security for performancc ofhis obligations on such terms and condirions
as may be prcscriba l.

(2) The tot I consideration payable under thc public ofler shall be calculaled
assuming full sccept mces iresp€ctive of whether thc consideration for the public
offer is payable in cl sh or otherwise.

(3) In case therc is any upward revrsion of off€r, consequent upon a
competitive bid or ot rerwisc,lhe value ofthe security shallbe increased as may be
prEscrib€d unde. sub section ( l).

(4) The ser urity fumished shall be released in such manner as may b€
prescribed.

124. Condo, t oI lak€overs. { l) The Commission shall male regulalions
with rEsFct to the m (ing and conduct ofrakeovea offers and matters incidental
and connected there! ith.
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(2) Without prejudice to tlle generalityofsrEsection (lI thc Comrnission
ma) male rcgulations for or with respect to-

(a) lhe form, manner, timing and submission ofoffers;

(b) public announcements ofintention and public offer;

(c) indep€nden t advice to shareholders;

(d) 
.theobligationsof directors;

(e) lhe slandard ofcare and responsibiliry:

(0 the timing and content ofdocumenLs;

(g) lhe olTer timetable;

(h) asset valuations and ofTerpricint;

(i) resEictions on hzding before and during 0Ie offer;

U) security to ensure completion ofa talcover offer:

(k) rnandatory offers. offersize and acquisitionl

(l) sque€zc ou6;

(m) competitive bids;

(n) cond itional ofrers; and

(o) any other matter lhat the Commission mnsiders necessary to ensure

fie proper conduct oftakeo!els.

125. Powerr of ComDissiob to islEe directiotrs Ender ahis P.rt-
The Commission may, in the interest of the securities marke! Sive such directions
as it deerns fil including-

(a) directirg the person concerned not to fitrtherdealin securities;

(b) pmhibiting de person cancemed fiom dispocing ofary ofthe s€curities
acquircd in violation of provisions of th is Part;

(c) directing the person concamed to sell lhe voting sharps acquired in
violation ofthe provisions ofthis Paft;and/or

(d) taldng such actioo against the pelson concemed rs may be nea€ss€ry.

126. PcDaltic! for ootrrodpliatrc€.- (l) tn the€vent of withdrawal of
public ofFer, €xcept as pmvided itr sectioo 122, or contsavention ofany p.ovision of
this Part, the Commission may, after providing reasonable opportunity ofhearing,
by an order in writing, debEr the acquirer and any pe6on acting in conce( fiom
acquiring voting shares of a listed campany for a period of three years.
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(2) [n case e ny memb€r ol-the board ofdirectorc or management ofthe
target company contr rvenes any provision of lhis Part such p€rson shall, on a

finding by the Commrs;ion, after providing reasonable opportunity ofhearing slard
disqualifiedto holdrh( oflice ofd irector, chiefexecutive officer. bywhatever name

called, chieffinancial,,Ificer or compiury secretary in a listed company for a p€riod
of two years.

(3) Ifany p( rson-

(a) refus€s c: fails to fiimish any docu,nent, pap€r or information which
he is reqrLiredto fumish by, or under, Lhis Pan;

(t) Iefus€s o fails to comply withany orderordirection ofthe Commission
made or ssued under this Partl or

(c) conlrave les orotherwise fails to comply with thc provisioDs ofthis
Part,

the Commission may, f satisfi€d, ane. giving the person an opportunity of bcing
heard, that the refusal, failurc or contrave ion was \rillful, impose penalt, which
may extend to one hun lrcd million rupees as mav be specified in the order.

PART X

INSIDER TRADING

127, Applicat oD ofthi! Prrt.-The prcvisions ofthis Part shall apply to
listed s€curities Eaded )y listed companies and insideB desc.ibed in section 130.

I 2 t. Probibiti )n ofirsid€r trrdiDg.-< I ) No persoo shal I indu lge in inside.
trading end any confa, ention ofthis section shell be a.tr offence.

(2) Insidertr ding shall include,-

(a) an insider l€rson Earsacling an), deal. dir€cu}( or rrrdirectly, Using inside
informari ,n involving listcd s€curities to which the inside inforrnation
pertains ( r using others to transact such deals;

(b) any other person to whom inside information has been psssed or
disclosed ry an insider pcrson FarEacling any deal, directly or ind i€ctly,
usinginsi le informatior! involving listed securities to which lhe inside
inforlnati ,n pertains or usin8 othe6 to transoct such deals;

(c) transaclio r by ary person as sp€cified in clauses (a) and (b) or any
other per )n who krows or ought to have knoum under normal and
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reesonable circumstances, that the information possessed and used

for tm nsacting any deal is inside information; or

(d) an insider person passing on inside information to any otherpersor\ or
suggestinB or recommending to another person to engage in ordealing
in such lisled s€curities $,ith or without the inside irlformation b€ing
disclosed to the person who has dealt in such seEurities.

(3) The followingshall not be deemed as insidertradinS:

(a) any transaction p€rformed under an agreement that was concluded
before the time ofgainingaccess to inside information; or

(b) the disclosure of inside informalion by an insider p€rson as requircd
under law-

(4) No contract shall be void or unenforeabl€ by reason only ofan offence
underthis section.

129. lnsidc informrtion.-For the purposes ofthis Pan fte exprcssion
"inside information" means-

(a) information which has not been made public, relating, direclly or
indirectly, to oneor more issuers of Iisted securities orto one ormone
listed securities and which, ifit *ere made public, would be likely to
haveanefrecton the prices ofthose listed s€curities oron the price of
.elated lisled s€curities;

(b) in relation to derivatives oncommodities, information which has not
been made public, relating, directly or indir€ctly, to one or mor€ such
derivalives and which are traded in Eccordance with acc€pled msrket
practicss on thosc markets;

(c) in rElation to persons rcsponsible aor tie ex€cution ofordfis cdrc€ming
listed securities, information which is conveyed by a client to such
pe6on and related to the client's p€nding orders; or

(d) infomation regarding decision or intenlions ofa person to trEnsact
any Eade iD listed securities.

130. Insiders.-InsideB shall include-

(a) any sponsor, executive officer or dirEclor ofan issuer oflisted securities;

(b) any sponsor, executive officet d irector or partnes of a legal person or
unincorporated business association, in *hich t-he issuer holds a shaE
or voting rights, dialctly or indirectly, of twenty-five per cent or morE;



260 THE GAZE I'TE OF PAKISIAN. EXI'RA MAY 18.2015 PART I

(c) any spor sor, executive officer dir€ctoror parmer ora legal person or
un inco T rrated bus iness association who hold s, directly or ind itectly, a

share or,oting rights oftwenly per cent or rnore in an issuer oflisted
securitie ;

(d) any spor soc executive officer or director ofan organjzation that has

been enl aged in the placement of sccurities or the public offer of
securitie i, as well as any employee of the issuer or an organization
participa:in8 in the issuing and marketing ofsuch securities who has

had acce,s to insider in formation d u ring his employment, for a peflod

olone y( ar after leaving employment;

(e) any persr n holding a share, d irectly or indirectl),, which enab les h r ) r lo

appoint ,lireclor on lhe board, or ten per cent or more shares of an

'ssuer 
of listed securitiesi

(f) any spor sor, executive ofiicer or director of a credit institution in
which th : issuer of listed ecurities has an account;

(g) any per$,n obtaining inside.information as part ofhis employment or
when dis )har8ing his usual duties in an omcial capacity or in any other
way rela ing to work performed under contract of employment or
otherwis );

(h) any pers< n obtaining inside information tirough unlawfirl means;

(i) spousc,l neal ascendant or descendant including step childrenpartner
or nomir3e ofa person referred to in clauses (a) to (h); and

(j) any pers( n obtaining information or adv ice to trade in a security from
any persr'n referred to in clauses (a) to (i).

131. Liste I companies' responsibilities to disclose inside
infonnetiotr.-< I ) \r'/h rnever a listed company or a p€rson acting on their behalf,
discloses any inside information to any third party in the normal exercise of
employmenl professi(n orduties, complete and effective public disclosure of that
information must be m. de simultaneously:

Provided that :he provisions shall not apply iFthe person receiving the
informationowes a dut / ofconfidenriality, regard less ofwhether such duty is based
on a 1aw, regulations, €rticlcs ofassociation orcontract.

(2) Listed cc npanres o. persons acting on their behalf, shall maintain a
list of persons employ:d, under contract or othcrwise in the prescribed manner,
who have access to ins de information and such companies and persons acting on
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their behalf shall regu larly update this listand send il to theCommission whenever
required by he Commission.

(3) Listed company shall in the list ofpersons thar have access ro insider
informadon stale that the persons lisled have acknowledged th€ 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 p.ovidc inside information.

(4) Any person who contravenes the provisions of this section and
regulations made hereunder shall commit an offence,

PART XI

OTHER MARKXT ABUSES

132. Frlse trrdirg rnd merkel rigging r.nsrctiotrs.-{l) No person
shall crEate orcause to be created or do an)4iing that is calculatcd to crelte a fals€
ormisleading appearance ofactivc trading in securities on a sacurities market or a
false or misleading appearancc witi respct to th€ paic€ ofsecurities on the s€cudties
market and any contravention ofthis seclion shall be an offence.

(2) Without limiting the Seneml naturc of what constitures a false o.
misleadinS appearance ofactive tradinS under suEsection (l), a fals€ or misleading
appearance ofactive tmdinS in securities is created for the purpose of lhis section
ifa p€rson-

(a) enters intoor caniesout, direcdyor indirectl, any transaction forthe
sale or purchase of securities that does not involve a change in dre
beneficial ownership of them or offers to do so;

(b) otTers to sell securities at a price that is substantially fte saJne as thc
price at which he has made o. proposes to male or knows that an
associat€ of his has made or proposes to make, all offer to buy the
same or substantially the same, numberbfthem; or

(c) offers to buy the securities at a price that is subsrantially the saDe 6s
the price at which ha has made or proposes to meke or knows thatan
associate of his has made or proposes to make, an offer to sell the
same or substantially the same, number ofthcm.

I33. Merket menipul.tioo.-<l )A person shall commitan offence, if--

(a) he places an order, enters into or carries out, dircatly or indirectly any
transactions, in the listed securitics ofa company that by themselves
or in conjunction with any olher transaction -
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(i) in rrease or are likely to increase, theirpricewith the int€ntion of
in,lucing another person to plrrchase or subscrib€ for or to refrain
fr( m selling securities issued by the sarne company or a related
co nFany;

(ir) re,luce or are likely to reduce, theh price with the intention of
in,lucing another person to sell or to refrain from purchasing,
se:uritres issued by the same company or a relat€d company;

(iir) strbiliseoraretikelytost bilise, their pric! with the intention of
in lucing another person to sell, purchase or nrbscribe lor or to
re iain fiom selling, purchasing or subscribing fot securities
is!ued by the same company or by a related company, or

(iv) ha i the effectofmislcading investors who trade in securities on
th,, basis ofclosing prices.

ft) he, ford re purposes ofinducing, disst ading, effecting, preventing or in
any mar ner in fluencing or tuming to his advantage tie sale or purchase

o fany s, )curio,, d irectly or ind irectly, does any act or practice or engage
in a cou se of busi ess, or omit to do any act which operates or would
operate as a fraud, deceit or manipulation upon any person, in
particul r-

(i) m, kes any fictitious quotation;

(ii) cr',ates a false aDd misleading appearance ofactive trading in
aII / security;

(iii) ef bcts any transaction in such security which involves no change
in Lts beneficial ownership;

(iv) €n .ers into an order or orders for the purchase and sale oFsecurity
wlLich will ultimately canc€l out each other and will notresult in
an / chang€ in the beneficial ownership ofsuch security;

(v) di, ectly or indirectly, cfects a series oftransections in ary security
cn ating the appeara ncc of active trad ing therein or ofrais ing o f
pr ce for the purpose of inducing its purchase by others or
de lressing its p c€ forthe purposeofinducing its sale byothers;

("i) b€ ng a director or an officer of the issuer of a listed equiry
se )urity or a beneficial owner ofnot less than ten per cent of
su )h security who is in possession of material facts, omits to
di close to the public rhrough securities exchange any such facLs
wl ile buyingor selling such security.
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134. Fmudulently induciDg tr.ding in lecurities.-A person shall
commitan offencc, ifhe induces orattempts to inducc another person to subscribe
for, sell or purchase secunties

(a) by making orpublishing any slatcmert, promis€ or forecast or giving
any investment adv ice thet is false, misleading or dcc€ptivc;

(b) by any conccalment ofmarcrial facts; or

(c) by record rng or s(oring in or by means of, anymechanical, electsicalor
other device, information that is false or misleading in a material
paniculat

lJ5. Em ploymch t o f fiaud ulent or dec€ptive dcvics.-A person shal I

commit an offence ifhe, directly or indireclly. in connection with any tansaction
with any other person involving the subscription for lhe purchase or sale of
s€curities--

(a) employs any device, scheme or artfice to defraud thal other person;

(b) engag€s in any act piaclice o. cou.se ofbusiness which operates els

a fraud ordeception or is likelyto operate as a fraud ordeception, on
that other person; or

(c) males any untrue statem€nt of a maner of fact or omits to state a

malcrial fact necessary in order to make fie sulements made in the
lightofthe circumstances underwhich drey were made, not misleading.

136. False or misl€adiDg slrterDcDt inducing sccurities
trrns.ctions.- 1 1 ) A p€rson shall com mit an ofrence, if he, di rectly or ind irectlli
for the purpose of inducing the subscription for, sale or purchase of securities by
others, ofary listed mmpaIly or to maintain, increase, reduce or stabilise the pric€
of its securities, makes with rcspect to those securities or with respect to the
operations or the past or future perfomance ofthe company-

(a) ary slatemenl or diss€minates information through lhe media which
is, at tle timc and in light of the circumstanc€s iD which it is madc,
false or misleading with resp€ct 10 any material fact and which he
knows or has reasonable Srounds lo believ€ to be false or misleadinS;

(b) any stalement or disseminates information through the media which
is, by re3son of the omission of a material fact, rendered false or
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mislcadir g and which hc knows or has reasonable grounds to b€lieve
is rendefi d false or misleading by rcason ofomrssio[ oflhat fact.

(2) A pe6or commits an offence if he, directly or indircctly, takes
advanlage ofoccasion: I or regular access to the traditional or electronic media by
voicingen opinionabo rtsecurities while having previously taken positions on $at
securities, without ha! ing simultaneously disclosed that conflict of interest to the
public in a proper and :frective way.

PART XU

SUI'ER1'ISION AND II\WX STIGATION

137. Powe of ttc Commission to call for iDfo rmatiotr.-{ I )
Notwithstanding any0 ing contaired in any other law lbr the time b€ing in for.t, th€
Commission may, by rotice in writin& require atry person to fumish it with such
information as it may r quire during the course of inquiry, inspeclion or invesigation
and for th€ purposes tf ereof, *ithin such time and verified in such manner as it may
speciry.

(2) The Con Lmission mayty notice in writinS rEquirc any person to app€ar
before it o. a Comm is: ioner or an officer aut-borized by the Comm ission or produce
such rEcord and docu nents as are required by the Commission.

(3) Every l erson required under suEseclion (2), -
(a) shallbe bound to answcr a ll ref,sonabl€ questions put tohim and state

the futl ; aid

(b) may be f,sked to rhake a statement ofthe facts which shall be reduc€d
intowri:inSand signed byhim or affixed with his signaturcorthumb
print

(4) A Corn nissioner or all employe€ to whom any of the functions or
F,owers of the Comn ission have been delegated under this section may, for the
purpos€s ofa procee,ling. require anyone. -

(a) to pmd rcr b€fore him, and to allow lo be examined and kepr, any
books, r ccounts o. other documents in drc custody or under the conbol
ofsuch rrson, being documenb rElating to any matter the exafiination
ofwhic I may be considered n€a.ssa4/ for disposing ofthe proce€dings
by sucl Commissioner or officer; and

(b) to fumi $ such infonnation and documenls in his poss€ssion relating to
any m, fler as may be necessary for the purpose of the proceeding.
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(5)'fhedutylos+plyinformationunderthiss€ctionappliesnotwithstandinS
any olher enachent or law in Pal(istan.

(6) Any person who does not provide information required by the
Commission commits an oiTcnce and is liable to he punished under thisAct.

138. InrpectioD.-<1) For the purpose ofasccrtaining whether a person

who isoratany limehas b€en, a licensed p€rson is c.mplying or has complied with
any provision ofor requirement under this Act or ofany rule or regulation made

under th is Act or the terms and conditions ofhis licence, the Commission may ftom
time to time inspect any record or document relating to the business to which the

licnce applies-

(2) 'I'he Commission may throuSh a $Tiften order authorize any pcrson,

hcreinafter referred to as thc "authorized person", to exercis€ the powers ofthe
Commission under !his section.

(J) In lhe exercise ofhispok'ers underthis seclion, an authorized pcrson

may-

(a) require the licenscd person orany otherperson whom he believes is in
possession ofor has underhis contfol, any rccord ordocument refcrred
to in sub-s€ction (l), to produce it lo him;

(b) make inquiries of a I icensed person or any other peEon whom he has
r€asonable cause to believe has information relatinS to any rccord or
document, referred to in sub-s€ction (l) clncaming an) such record

or document or conccminS ary tmnsaction or activity which was

undertaken in the course o[ or which may affect, the business
conducted by lhe licensed peEon; and

(c) inspect and make copies or take exlracb from, aDd wherc necessarr/

ake possession of, such documents.

(4) Forthe purpose ofan insp€ction underthis s€rtioq the licenced person

or other p€rson mentioned in sub.section (3) shall afford o an authorized person

access to the records or documents as may be required for the inspection and shall
produce to the authorized person such records or documents as he may r€quire,

(5) Any p€rson who, without ,€asonable excuse, fails to comply wrth a
requirem ent imposed on h im by an authorised lenon under th is section comm its an

offeoce.
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139. Invest igetion.i I ) Wherc the Commission has reasoflable cause

to belicvc. either on ts orvn motion or as a rcsult ofa complaint rcceivcd. that-

(a) an offe lce has been commitred under this Act or under any rules or
undera ly regulations made under thrs Actor is about to be committed:

(b) a licenled person may have or is about to engaged in defalcation,
fraud. n isfeasance orothermisconduct in conneclion with his Iicensed

actrvity or

(c) the marner iD which a licensed p€rson has engaScd or is cngaging or
about tr engage in his licensed a.tivity rs not in thc interest ofthe
custorn, r or the public interest.

the Commission may in writing direct one or more of its €mployces or one or more

olierpersons, hereinr fter rclened to as "the invcstigalor", to investigate any ofthc
mahers referred to n clauses (a), (b) or (c) and to reporl the results ofthc
investigationto $e C( mmrssion.

(2) Any per,on who is reasonahll- believed or susp€ctcd by the investigator
to have in his possessr rn orunder hiscontrolan) record or document re levant to an

investigEtion undcr ll is section or who is so bclieved or suspected of otherwisc
having such informati)n in his posscssion or under his control shall-

(a) produce to the investigatot within thc lime and at the place as the

invcstig tor rcquires in writing, any record or document specified by
the invc .tigator which is or may h, relevant to the invcsligation and

which k il his possessron orunderhis control;

(b) ifrequi d by the investigator, Sive the investigatoran explaration or
further I aniculars in tespect of any record or document t!,,,duced
under cl ruse (a);

(c) attend b( forc the investigatorat the time and placc as tie investigator
requires in writing, and answer under oeth administered by thc
invcstigr lor tsutfully and to thc best ofhis ability all questions relatint
to the m tte6 unde. investigation as $e investigator may put to him;
and

(d) give dle i rvestigator all assistance in corxrection w i1h the invcsrigation
which he is reasonably able to give, including responding ro any written
qu€stion ry the investigator.
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(l) A plrson commIts an off€ncc and shall be liableto be punished under
thisAct if he-

(a) fails to produce any record ordocumentrequired to be produced unde.
clausc (a) ofsub-section (2);

(b) fails to comply as requircd underclause (b) ofsuLsection (2);

(c) fails to attend before the irvbstigalor as required undcr clause (c) of
sub-section (2);

(d) fails lo answer a question pul to him by the investigator under clause
(c) ofsub-section (2) or gives a false o. misleading answer or who in
grving an ansucr recklessly ma-kes a false statement or omits material
it|formation known tohim; or

(e) farls to comply with clause (d) ofsub-s€{tion (2)

140. Deslruclion of documcnh.-A person who destroys, falsifies,
conceals or dispos€s ofor causcs or p€rm its lhc destruction, falsification, concealment
or disposal ofany docum€nl which he knows or oughl to know is relevant to an
inspection under section IIE or an investigarion under section I39, commits an
offenc€,

141. Powers of the investigetor in relafion to invcatig.tions.{l)
'I hc investigator shall. for the pu.poses of investigations, have the same pow€rs as

are vested in a court under the Code ofcivil Procedure, 1908 (Act V of 1908),
$hile tryhga suit, in r€spectoflhe followin8 matters, namely:-

(a) Summoning and enforcing the attendanceofany wihessand exrrnining
him on oadl oraffirmation;

(b) compclling the discovery or production of any docrunent or other
materialobject;

(c) receivingevidenceon alfidavit; and

(d) issu ing comm issions for the exam inal ion of witDesses ard documents

(2) Any person who cont-avenes the requirements ofclause (a), (b) o.
(c) o f suLsection ( I ) and if such contravention is deliberate the invesl igator max
with the prior approval of the Commission, make a, alplication to thc Court for
atlrchment ofhis propeny or r€quire him to fumish security for his appealallce.
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(i) Anyproc rding before the investigalor shall bedee'ned tobe ajudicial
proceedinB wilhin the r reaning ofsections 193 and 22t ofthc Pakistan PenatCode.

I860 (Act XI-V of I86 )).

(4) Anycont avention ofornon-complinnce with any orders or d ircctions

ofthe invcstigator ex(rcising powcrs undcr sub-scction (1) rhall be an offence

punishable under sub-s rction (8) ofseclion 159.

PART XIII

POWERS OF INTE IVENTION BY COMMISSION IN REI,ATION TO
LICf,NSfD PfRSONS

142, Scope of powers utrder this Part.-{l) fie powers confefied on

the Comm rssion under h is Pa rt may be exerc ised in relation to any I icen sed person

ifit app€ars to the Con mission that-

(a) the exerc. se ofthe po$ers js desirable for the protection ofcustomers
or in th€ I ublic intcrest; or

(b) he is not r lit and proper person to be a licensed person; or

(c) the lrcenred person has contravened or failed to conrply with any

provision ofor requirement uoderthis Act, any rul€ or any regulation

made by he Commission underthis Act or, in purported compliance

withany:uch provision or requirement, has fumished $eCommission
with information thatis falsc. inaccurateor misleadinq.

(l) The Com nission for reasons to be recorded may on its o\ln motion
exercise its powers cor ferred by section 143, 144 or 1,15.

(3) Forthe pr rposes ofthrs section, tle Commission maytake into account

any matters thar codd b€ taken into account in decidrng whether to suspend or

(4) The powe s conferred onthe Commission bythls Part may be exercised
in relation to a person whose licence has been suspended or revoked or other
punitive action has been ak€n agatnst him, whether or not the susf,€nsion orrevocarion
or other punitive actiorr taken is the subject ofappeal.



PARr Il I HE CAZEfiE OF PAKISTAN, EXTRA., MAY 18, 2015 269

l4J. Restriction of busiDess.-< I ) The Commission may prohibit a
Ircensed person and its customers lrom doing any one or morc ofthe followtng,
namcly:-

'(a) entcflng rnto-
(i) transactions ofa sp€cified description or orherthan ofaspecified

description; or

(ii) transactions in specifred circumstarces orothcrthan in specified
circumstarces; or

(iri) transactions to a spccified extent or other rhan to a specified

soliciting business from persons ofa sp€cified description or from
persons other tha, of a specified description; or

carryinB on business in a specified manner or otherthan in a specified
manl)er.

(b)

(c)

(2) A prohibition undcr thrs section may rclate to transactions entercd
inlo rn coDnection with or for the purposes of the regulated activity or to other
business that is carried on in connection with or for the puposes ofany such r€gu lated
activity.

144. Restriction oE dealing with property,-The Commission may,
after recording reasons in Briting, as regads any property whether in Pakistar or
clsewhere and wh€ther it is the property ofa licensed pe.son not-

(a) pohibit a licensed person fiom disposingofsuch propertyorprohibit
him fiom dealing with it in a specified manner or odrcr than in a specified
manncf; or

(b) rcquire a licens€d person to deal with such prop€rty in, and only in, a
specified manne.

145. M.intenencr of prop€rty.-{ I ) The Commission may requirc a
licensed person to maintain in Pakista propcrty of such value as appears to the
Commission to b€ desimblewith a viewto ensuringthatthe licensad person willbe
able 10 meel his liabilities in respcct ofhis regulated activily.

(2) The Commission may directlha! forlhc purposes ofa$y requiremcnt
under this section, property ofany sFcified cless or description shall orshall not b€
takcn into account,
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146. Rescissi)n and variation of prohibition or requiremert-The
Commission may. eithe.ofits own motion or on the application ofa lrcensed pcrson
and its clstomers or \\ hom tr prohibition or requrremeDt has been rmposed undcr
this Part resciud or vary dre prohibilion or r€quirement ifitappeaE to thc Commission
that it is no longcr ncc:ssary for the prohibition or roquirement to take effect or
continue in forcc or, a: the case may bc, thar it should take effecr or continue in
force in a different fon 1-

147. Notices. { I ) The power to rmpose, rescrnd or vary a prohibilion or
requirement under this Part shall be exercisable by writlen no(ice sened by the

Commission on thr hce rsed person conccrncd and any such notice shall takc elTccl
on such date as is specified rn il.

(2) If thc C( mmission refuscs to rescind or vary a prohibition or
requirement on the aprlicatron olthe licensed person to whom it applies, it shall
se.ve notice on him to hat elfcct.

(3) A nolice i nposing a proh ibit ion orrEquircmen! varyinga prohihition
orrequirement otherwir e than on the application ofthe licensed person to whom it
applies, and any notice undcr sub-s€ction (2) shall state the reasons for which the
prohibition or rcquirem: has b€en imposed orvaried or, as the case may require,
why the application for variation or rescission was rcfuscd.

(4) The Comrrrssion may givc public notrce of any prohibition or
requirement imposed b) it undcr th is Part and ofany resc ission or var iation thereo i
and any such nolic€ may ifthc Commission considcrs nccessar)', include a statement
ofthe reasons for the pr 'hibilion. requirement. var iation or rescisiion.

148. Widirg up orders,-{l)ln the case ofa licehced person which is

a company, ifit appears to thc Commission that it is desimble for the protection of
customers thatthe coml any should be wound up under theCompani€s Ordinance,
19E4 (XLVII of I9E4), tlre Commission may present a petitionfor it to be wound up
under that Ordinance or the glound that it isjusl and cquitable that it should be
wound up and that Ordi, ance shall apply to such pctirion as it applies in relation to
a p€tition presented und:r that Ordinance

(2) Notwidsta ding anyhing contained in the Companies Ordinance, l9E4
(XLVII of I984).-

(a) a Iic€nsed t erson shall not file a petitio[ forwinding up unless it satisfies
the Comrl ission in the manner prcscribed that it has seftled all
or.fstandinl invesloE claims as per defau lt regulations and has obtained
prior appr( val ofthe Cornmission and the Commission may, in rhe
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interest ofthe public or intercst ofinvestors, imposc such conditions
as it decms appropriate.

(b) The Court may refuse to enrcnain petition for winding up ofa company,
if the Cou( is satisFred that

(i) requirements ofclausc (a) have nol been fulfilled;

(ii) pctitiorcr intends to avoid orprejudice investigation ofoffences
undcr this Act; or

(iii) any other ground thal the Corrrt decrrs llt in the facts and

circumstances of the case.

t49. OrdeN of Court{l) Where, on theapf lication ofthe Commission,
it appears to the Court that a hcensed pe$on has contravencd alry provision ofthis
Act or any condition of his licence or is about !o do an act that, ifdone, would b€

such a contravention, lhe Court ma),, without prejudice to any order it \r'ould b€

entitled t() make otherwrse than pursuant to this sectron. make one or more ofrhe
following orders, namely:-

(a) an order restraining the lrccnsed person from acquiring, disposing of
orotherwise dealing wilh any prop€rty spl.cificd in the order;

(b) an order a ppoinring a person to administer the property of the I icensed
person;

(c) an orderdeclaring a conlract to be void or voidable;

(d) for the purpose of secu.ing compliance wiLh any oth€r ordcr under
this s€ction, an order directing a licensed personto do or rcfrain from
doing any act specified in the order; or

(e) any ancillary order *,tr ich the Court considers necesss4/ in conscquencc

ofthe making ofanyother order under this section.

(2) The Court may, before making an order under sub-section (l), direct
thal nolicc ofthe application be given to such persons as it mnsiders fit or dire.t
that notice ofthe application be published in such manner as it considers fit or borh.

(3) The Court may, of its own motion or on the application ofall interested
party, reverse, vary or discharge an order made by it under this section or suspend

the op€ration ofsuch an order.
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PART XIV

D ISCIPLINE OF LICENSED PERSON

150. Discit linary rction in r€sp€ct of licensed p.rson. 1l) Subje6t
to scction 154, wher )

(a) a Iiccn: cd person is or was at any time, guilty ofmisconducl; or

(b) theCor lmission isoftheopinion lhata licensed person is nota fit and

propcr r€rson to remain a licensed person,

the Commission may :xercise such ofthe following powers as it consideB appropriate

in the circumstances ofthe case-

(i) suspenr his licrnca, whether in relation to all or any of ils activities for
which I e is licenced, for such period or until the occurnence ofsuch
event a, the Commission may sp€ciry; or

(ii) cancellLis licence, whether in relation to all o.anyofthe its activities
for whi)h he is liccnsed; or

(ni) publicl' reprimand the licensedpcrson-

(2) Subjcclto section l5l, where a licensed person is or was at any time,
guillv ofmsconduct, he Commissionmay make one ormore ofthc followingorders,
separalely or rn addition lo any power exercisable under clause (i), (ii) or (iii) of
suEsecrion (l) that t1e licensed person shall pay to the Cornmission by way of
Penalty such sum,

(a) notexc( eding fifty million rupees;

(b) not cxc, eding the amount ofany profit gained or loss avoided by the

license( person as a resultofthe misconduct in question;

(c) appropr ate to reimburse the Commission for the costs and expenses
ithas re rsonably incuned in relation or incidentrl to the investigation
ofthe li:ensed peEon's conduct.

(3) A licenied person ordered to ma.ke a payment under suLsection (2)
shall pay the sum o( ered to the Commission within fifteen days or such fitrther
p€riod as the Commis iion mayspeciry by notice under section I5l, afterthe order
has taken effect.

(4) A licens:d Frson commits an oflence ifhe fails to comply with an
ord€r under suFsectir n (2).
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(5) ln this section "misconduct" means-

(a) acontravmtionofanyoftheprovisionsofthisAc!6erules,reSulations
made by the Commission or rcgulations made under thisAct:

(b) a contravention ofany of$e terms orconditions ofa licence gmnted

under thisAct;

(c)

(d)

failurc to complywith a direction ofthe Commission; or

an acl or omission by a licensed pcrson in relation to hls activity which,
in the opinion ofthe Commission, is or is likely to bc prejudicial tofie
public inter€sl,

the educational or other qualifications or exp€rience;

the abiliry to carry on thcir activity competently, honestly and fairly;
and

(d) thereputation, character, reliabiliryand finarcia I inlegrity of,-

and thc expression "guilty ofmisconduct'' shall be conslrued accordingly

(6) For the avoidance of doubt, any disciplinary action taken by the

Commission underthis s€ction or section 149 shall be withoutprejudice to any other
action, whethercivil or criminal, that may be taken against the licens€d person in
respect of the same conduct.

(?) In derermining *hether a liccns€d peEon is a ht and pmper person

forthc purposes ofclause (b) ofsub-section (1), the Commission shall have regard

to the mattcrs specified in section 15l.

l5l. DeterEitratior of *lit and proper".-{l) Subject to sub-section
(2), the Commission shall prescribed the fit and prop€rcriteria for liccnsed person

or iD case ofcompan),. member oflhc bo6rd ofdircctors and senior management

officers of licensed person.

(2) In considering whether a licensed person, incss€ ofcompany, member
ol the board o[ directors or scnior managcment officers is fit and prop€r person

for thc purposes ofthis Act, the Commission shall, in addition to any other matter
that thc Commission may consider relevanq have rcgad lo-

the financial stafus or solvency;(a)

(b)

(c)

(i) where the licensed person is an individual, the individual
himsclf: or
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(ii) where t re licensed person is a company, the company and any olficer
of the c rnpany.

(3) Wifiour limiting the generality olsnEseclior (2), the Commission may,

in considering whethe. a licrnsed person is a fit and prcper person. take into account-

(a) a-ny info mation in the possession ofthc Com m ission $'hether provided

bv the I rensed person or not, rclalinglo -

(i) an , p€rson vrho is to be employed by, associated with or who
s'r I be acting for or on behalfoi the liccnsed person for the
pu ?oses ofhis regulated activity:

(ii) wl ere the licenscd p€rson is a company in a group ofcompanieF

(Ar any o$er compary in the same group ofcompanies;or

(B any substantial shareholder or omcer oflhe company or
any company referred td in sub-sub-clause (a);

(c) the stalc of affairs of ary other busin€ss which the licensed person

caraies o r or pmPos€s to carry on,

(b) whether he regulated person has e$ablished effective intemal control
procedures and risk management systems to ensure his compliance
with all i pplicable regulatory rcquirements applicable to him;

(4) Insub-cl.use(ii)ofclausc(a)ofsuFsection(3),'Broupofcompanies"
means any two or mo e companies one of which is the holding cornpany of the
other or others as the :ase may be.

152. Other jircuDstrDces for disciplitrary aatiotr in respect of
licctrred peNor&-{l ) Subject to scction l5l, the Commission may caDcel the
licence, whelhc. in rcl; tion to all orany ofthe activities for which he is licensed, or
suspcnd his licence, wl ether in re lation to al I or any of the activities for which he is
licensed, for such peri( d or untilthe occurrence ofsuch event as thc Commission
may spe.iry, if

(a) where thr licensed penon is an individual, he-

(i) is sl rwn by certified medical evidence to have become mentally
orp rysically incapable of pcrform ing the activ ities to which the
Iiccr ce relates:
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(ii) has b€€n adjudged a bankrupt, in Palistan or elsewhere;

(iii) has be€n adjudSed as adefaulter in repaymentofa loan ina sum

exceedinS one hundred thousand rup€es by acourtofcompelent
jurisdiction;

(iv) is convicted, whefier in Pakislan orelsewhere, offiaud orother
offences involving dishonesty;

(v) is in breach ofdrisAc! any ruleorany regulation made by the
Commission or a securitics exchange under thisAct;

(vi) contravenes or fails to comply with any condition applicable in
resp€ct of the liceoce;

(vii)

(,ii')

fails to comply with a dircction of the Commlssron;

fails to provide the Cornmission with information required or
prov ides fa lse or m islead ing in formation;

(ix) ceascs to carry on lhe business for which he is licenced;

(x) is the holder ofa representative's licence alld the licence ofthe
principal to whom he isacarcdited is cancelled orsuspended; or

(xi) by reason of ary other circumstances, is no longer e fit and
proper person to hold a licence;

(b) where the reSulated person is a company, -
(i) the campany go€s into lquidation or is ordered to b€ wound up;

(ii) a receiver of all or a substantial pan of the p.operty of the
mmpany is appointcd;

(iD tle company ceases to carry on the business for which it is
Iic€nsed;

(iv) lhe Commission has reason to b€lieve that the company or ary
ofits directoE o. employees has not perfomod his duties honesty
and fairly;

(v) the company contravenes or fails to comply with ury condition
applicable in respecr ofthe lic.ence;
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(vi) the company is in brcach ofthis Acl, any rule or any regulation
ma le under this Act;

(vii) fai s to comply with a direction ofthe Comm ission;

(viiD fai s lo provide the Commission with informatlon required or
prc vides fals€ o. mislead ing information; or

(ix) by eason ofany other circumstances, lhc compan.," is no longer
a fi and proper person to hold a licence.

(2) Where t.re Commission suspends a licence undcr this section, the
susp€nsion shall be f, r s period not exceeding three months, provided that the
Commission may, ifit considers il necessary, extend the suspension for such othcr
period as may be specif ed by the Commission atlhe expiry ofwhich tie Commission
shall either Iift the s lspension or proceed to cancel the licence, as it deems

approp.iate.

(3) The licer ce ofa peEon shall be deemed to b€ suspended ifhe fails to
pay the prescribed anr ual fee and, subject to sub-section (4), the suspension shall
remain in force until sr ch timc as the Commission considers it appropriate that his
licence should no lon;er be suspcnded and informs the licensed person to that
effect by notice inwrit ng.

(4) Where a ic€nce is suspended under suFscction (3)and theprescribed

fee has not been paid within thirty days ifter the day on which the susp€nsion

tracomes effective und rr sub-section (3) or such funher period as the Commission
may sp€c iry by notice i r wriling to the regu lated person, he lience shall be deemed

to b€ revoked.

(5) The CoII mission may cancel or suspend a licencc at the request of
the lioensed person.

(6) For lhe p rrposes ofsub-clause (vi) ofclause (a) and suLclause (iii)
ofclaus€ (b) of sub-se, tion (l), a licensed person shall be deemed ro have ceased
to carry on the businesi for which he is licensed iI-

(a) he has lo more than thirty days ceased to carry on the business for
which hr is licensed unless he has obtained prior approval ofthe
Commission to do so: or

(b) he has c( asei to carry on business under a direcrion issued by th€
Commiss on.
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(7) Where lhe Commission suspends or cancels fie licencc ofa Iicensed
person undcr this section, i( shall cause notice of that fact to be disseminated in
such manner as the Commission dccms appropriate. .

153. Effcct of cancellstion or suspensiotr of licen.e.--(l) The
cancellation or susp€nsion ofa licencc under thisAct shall not operatc so as to-

(a) avoid oraffectan agreement, tansactlon orarrangement entered into
by the licens€d pllson on $e securities market ofa se€unties exchange
where the agreemcnt. lransaction or armngemcnt was cnterat into
bcfore thc rerocrtion or suspeniion; or

(b) affect a right, obligation or liability arising under the agreement,
lransaction or arrargement.

(2) Where a licence is cancelled or suspended under this Pa(, the
Commission may by nodce in writing and subject to such conditions as the
Commission may spcciry in thenotice,-

(a) require the regulated person to Eansfer lo or to the order ot, his custorner
such records relating to customer property or lo the affairs of the
customer held at any lime for the customer, in such manner, as the
Commission may speciry in the notice; or

(b) permitthe licenscd person rq

(i) in the cese ofa cancellation, carry oh business operations for the
purpose of closing down the business connecled with the
cancellationt or

(ii) in the casc ofa sus;cnsion, carry on only essentral business
operations for the protection ofinterests ofcustomers during the
penod ofsuspension,

154. Procedural rcquircments for exercis€ oI disciplitrrry powers
underlhis Prn,- (l) The Commission shall not exercise any power under section
147 or 148 without firsl giving the liccnsed pcrson in resp€ct ofwhom the power is
lo be exercised a reasonable opportuniry ofbeing heard:

Provided that where the Commission is satisfied that delay in the suspension

of licence shall cause risk of serious fioancial damage to thc customer of that
liceosed person or isde[imental to &e interest of investors or the publ ic in general,
the Commissron ma], after recording reasons rn writing imrhediately suspend its
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TRE ceftificate till the time an opponunity ofhearing is providcd to the licens€d
person and a final deciiion is taken within a period ofnot more than thi(y days-

(2) 'Ihe Con mission may prcscribe the manner in which the licensed
person shall be given a,r opponunity to bc heard.

(3) Where th: Commission decides to exercise any powerunder section

127 or 148, the Commr ;sron shall infbrm the licensed p€rson in respect ofwhom the
power is exercised ofi s decision to do so by notice in wriling and the notice shall

include-

(a) a statem( nt ofthe reasons for which the decision is made;

(b) the time I which $e decision is to take efrect:

(c) in so far rs applicablc, the duration tnd tenns ofany cancellation or
suspensi{ n lo be imposcd undcr thc dcrision:

(d) in so far r s applicable, the terms in which thc licens€d pe6on isto be

repriman led underlhe decision,

(e) in so far as applicable, thc amount ofany p€cuniary penalty to be

impos€d rnderthedecision and thep€riod, being specified as a period

afler lhe lecision has talen eflecr. $ithin which it is required lo be
paid.

PART XV

MISCELLANEOUS

1 55. Indem n ty,-No su it, prosecution, other lega I proceed ings or action
in damages shall lie aga nst the Commission, comnlissioners, officeB and cmployees
ofthe Comm$sion foi an)4hing done or omitted in the exercise or performance of
any lirnction, power or duty confened or imposed by or under this Act or the rules
and regulations made r nder this Act unless the act or omission is shown, to have
been done or mad€ in I ad faith.

r56
shallnot-

Righls o'epplicrtrt! strd holders ofliccnce.--{ I) The Commrssion

(a) refus€ an applicatiofi for thc gEnt of ary licerce in respecl of any
activity; ( r
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(b) canccl or suspcnd any licence granted under thisAct,

wilhout first giving the applicant or the licence holder, as lhe case may be, an
opportunity to bc heard-

(2) The Commission shall, ifit relis€s an application, notiry the applicart
in writing of thc refusal.

(3) 'lte Commission shall, ifil cancels or suspends a licence, noti$ the
licence holder in wrrng oflhe cancellation or suspension and of

(a) the date on which the cancellation or suspension takes effect; and

(b) the duration ofe suspension or the event which will terminate iL

(4) 'Ihe manner in which a person shall b€ given an opportunity to be
heard may be prEscribed.

157. Civil lirbiliiies.-< 1) Every conrmct made in contravention ofany
provision ofthisActoranyrule or rcgulations made thereunder shall be voidable as

regards the righls ofany party to the confact contravening such provision o. any
pe.son not tr€ing a party to the cont act who acquircs any right under the conlract
with actual knowledge oI the facts by reason ofwhich its making or p€rformance
was in such contravention and any person affected by such confact not being
himself a party to the confav€nlion may sue to rescind any such contract to the
extenl it has becn consummated or for damages whcn recision is notpossible.

(2) Any p€.son who makes or causes to be made, in any application,
report ordocument fil€d with lhe Commission or e sccurities exchange pursuantto
this Act or any rules or regulations madc thereunder, any sbtement which was
falsc or misleading with respect to any material facl, at tte time and iD the light of
the circumstances under which it was made, shall be liable to any person who has
purchased or sold a security in reliance on such slrtement for damages coused by
such reliance, without regard to the preseDce or abs€nce of any contractual
rclalionship between the two, unless the person who made or caused to be made
the application, rcport or documenl proves that he acled in good faith and had no
knowledge or reasonable gmund to believe that the slalcment was false or m is leading.

(3) Any person who participates rn any act ortralsaction in conFavention
of the provisions contained in Part XI (market abuse) slull be Iiable to any person
who has purchased or sold a se.urity in reliance on such act or famaclion for
damages caused by such reliance, wilhoul regard to lhe presence or abs€nc€ of
any contmctual relationship between the two, unless the person so contravening
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provcs that he acted ir good faith and had no kDowledge or reasonable ground to
believe that there ua| an\' fraud. unrrurh Ur .'n)irsion.

(4) Every p rrson *ho drrectlt or indirectly exercises control ov€r lhc
affairs ofany person I able under this section shall also be liable to the samc extcnt

as the person whose rffain are so conlrolled, unless hc proves that he acted in
good fai(h and did no directly or indircclly inducc thcactoractsgiying risctothe

(5) Liabilit underthis section shallbejointand severaland evcry pcrson

who becomes liable nay recover contribulion as in cases ofcoutract from any
pcrson who, ifjoined in the original suit. would have been liable to make the same

paymcnt, unless the I lantiffwas, and the defendant was not, guilry of fraudulenl
misrepresentalion.

(6) No suit for the enforcement ofany right or rEmedy provided for in
this section shall lie zfter the expiry ofthree years from the date ofthe accrual of
the cause ofaction.

(7) The rigl,ts and remedies provided by thisAct shallbe in addition to

any other rights and rrmedies aveilablc under any other law for the time being in
force.

l5t. St rd,rd ot pmof.- Where it is necessary for rhe Conrmission to

establish or to be satis ied, for lhe purposcs ofth is Act other than provisions relatinS

to crimina I proceedin 3s thal a licenced person has cont avened

(a) any pro ision ofthisAct or any rulc or regulationmade under lhisAct;

(b) any not ce or requirement given or made under or pursuant to any

provisi( n offiisAct;

(c) afly oftlle terms and condilions ofa licence grarted underthis Act; or

(d) any oth( r condition irhposed under orpursuantto any p.ovision ofthis

it shall be sufficient br the Commissicn to esbblish or to be satisfied as to th€
matt r rcferred to in ( lause (a), (b), (c) or (d), as rhe case may b€, on the stardard
ofproofapplicable to civil proceedinBs in summary manner in a court of law.
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I 59. Off€nc€s atrd peralties.-{ I ) Any p€rson who commits an ofl'cnce

under s€(lion 128 (insider trading) shall be liable-

(a) in rhe casc ofan individual,lo imprisonment ofeidrer description fora
term which may extend to thrce years or to a fine which rnay extend
to t\I,o hundrcd million rupees or thrce timestheamounl olgain rnade

or loss avoided by such person, or loss sulfered by another person,
whichevcr amount is higher; and

(b) in the case ofa compan),, to a fine which may extend to threehundred
million rLrpces or three limcs the amount ofgain made or loss avoided
by such cornparry, or loss suffered by another persoR, whichever
amount is highcr.

(2) Any per.on who commits an offence under sections 132,133,134, 135

and 136, Part Xl (other market abuses) shall be liable-

(a) in case ofan individual, to imprisonment ofeither description for a
term which may extend to three ycars or a fine not exceeding two
hundred million nipees, or bolh;and

(b) in the case ofa company, to a fine which may extend to three hundred
million nrpees.

(J) Any person who contravenes the provisions ofsections 3 and 22 and

sub section (l ) ofsection 6,1 (operaling without a licencc or olher authority) shall
bc liable to pay tothe Commission, by way ofpenalty,-

(a) in the casc ofan individual, such sum which may extend to hundred
millionrup€es;

(b) rn the ca.se ofacompany, such sum which may extend to two hundred
millionrupecs; and

(c) in the case ofa continuing offence, a further sum which may exlend
to two hundred thousand rupees for €very day or part therEofduring
which the offence continues.

(4) Any person rvho comm its an ollenc€ under s€ction 92 (crim inal liability
fordefcctive prospectus) shallbe liable to imprisonmeDt ofeither description for a

tcrm which may €xtcnd to thre€ years or with fine not exceeding one hundred
m illion nrpees or with both un less he proves thateither lh€ statemmt was immatcria I

or that he had rcasonable groutrd to belicve and did up to the time of issuc of
prospeclus, that the statemenl was tnre.
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(5) Nolwith;tanding suFscctions (l), (2), (3) and (4). any person who-

(a) contrav( nes or fails tocomplywith anyprovision ofthisAct, orofany
rules or )fany regulations mad€ under lhisAc(;

(b) fumishe; or produces any retum, document or statcment for lhe
purpose ofthis Actor any requirement imposed und€rlhe provisions

ofthrs I cr or'of any rules or regulations nrade under this Act, the

content! of which, to his acknowledge, are untrue. incorrect or
misleadi lg; or

(c) obsEuct or conEavenes or do€s ot com ply wifi any order or direction
ofthe C( mmission, including an employee ofthe Commission, or an

authorizr d person or invcsligatol in the performance of his duties under

thisAct,

shall be liable to pay br/ way ofpenalty

(i) inthecas:ofan individual, such sum which may cxlend to one hundred

million n pe€s; and

(ii) in the ca: ofa company, such sum which mav extend to two hundred

million n p€es ard

(6) Where ll e olTence under sub-scction (5) involved fiaud. deccit or
deliberate d isr€gard of he regulatory requiremenl such person shallbe liablelopay
by way ofpenalty-

(a) inthecas ofan individual, such sum whichma! cxtend to one hundred

million n p€es; and

(b) in thecas )ofacompany. such sum which mar gxtend to two hundred
fiillion ni rees:

(7) Where th: offence under suEsection (5) involved fraud, deceit or
deliberate disregard ol the regulatory .equircment and such ofTence resulted in
substantial losses or cr( ated a significant risk ofsubstantial losses lo otherpersons
or resulted rn substantii lFcuniary gain to the person who committcd the olTence
such person shall be lia )le to pay by way ofpenalty,-

(a) in dre case ofan individual, such sum which may extend to one hundred
million fl pees or twice the amount of loss caused or gain made
whichevo is higher; aad
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(b) in the cas€ofa company, such sum which may exteod to two hundred
million rupces or tr\'ice the amount of loss caused or gain madc
uhichever is higher

(E) Notwithstanding sub sections (l), (2), (3), (4), (5), (6) and (7), the
Commission rnay impose an addrtronal p€nalty. not exceeding [he amount ofloss
caused, on an individualora company iflhe individual or the company has failed to
cornply with any provision of this AcL or of any rul€s or ofany regulations m6dc
under this Act or directioo given by the Commission under this Act and th€ non-
compliance has resulted in a loss to any othcr pcrson-

160. Penalty to be imposed by the Commislior. wherever a penalty

is provided for any offence, contravention ofor default in complying with, any of
the provisions ofthis Act, nrles or rcgulations made under this AcL such penalty

shall be imposed by the Commission after providing a reasonable opportunrty of
hearing to the party.

16l. Appeal.{l) Any person aggricved by the final decision of the
Commission may, wilhin sixty days oflhe decision communicated to him, prefer an

appeal to the court .

(2) I he Court may, on an app€almadc to it under sub.section (I), accept,
set asidc or vary the decision ofthe Commission or make such other order as the
rnteresls of juslice require.

Explananon- For rhe purposes ofsub-section (l). "final decision ofthe
Cornrnrssron ' means a decision ofthe Appcllalc BeDch of the Commission under
scction l3 of thc Securities and ExchanSe Commission of Pakistan Act, 1997
(xLII of | 997).

(3) TheCourtshall, at the staSe ofadmission oflheapp€al orat anylime
thereafter on the application of thc aggricved person and after due notice to the
Cornrnission, decide by means of a reasoned order whether the appeal is to be
admittcd in part or in whole depending on the facts and circumstances ofthe case:

Provided that the admission ofthe appeal shall notp€rse operate as a slay
and norshall any stay be granted therein unless the Commissionhas b€en Sivcn an

oppod un i(y of b€ing heard.

(4) Notwithnanding anything contain€d in any other law, lhe hearing of
appeal shall continue day-to-day, unl€ss sumcient cause has been shown by the
panrcsjointly or severally whrch is beyond the controlofthe parties, rhe Coun may

adjoum lhc hcaring for maximum ofh{o dates and such adjoumment shall nor be

more lhan fifteen days at any one time or for mo.e than thirty days in all.
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(5) Whcrc on third hearinganypartv farlstoappearand a(ld ress argumen ts

before theCou( lhe Co rrrshallprocecd and decide appeal on merirs and it shall bc

deemed that such party has rclinquishcd il\ righls to address argumcnts.

162. RecoverJ of pcDalties-{ l) Any penaltv imposed by lhc Commission
in the exercisc of its p, sers under this Act or any rules or any regulations madc
under this Act, shall b( payable to the Comnrissiofl and mav be recovered by the
Commission as a decrse for the pa) mcr( of money in case where the person
aggrieved by such ord( r has -

(a) prefcrrcd r n a ppeal under scction I 6 I of th is Act and the Court uphe ld

lhe fmal o de.oftheCommission and ilwill aulomatically be converted
into exec [ion proceeding and no fresh notices necd to be issued to
appellanl or

(b) not prefe red an appeal to lhe Appcllate B€nch ol lhc Commission
under sccl on 33 ofthe Securilies and Dxchange Comm ission ofPakistan
Act, 199 (Act XLII of 1997) and the Court on application of the

Commiss on has confirmcd and allor*,ed conversion or initiation of
execLrtio l proceedings aflcr notrces to the partrcs as deemed
appropria:e bY the Coun.

(2) ThcCour shall exercise allthe powers ofexecuting coun as provided

in the Code ofCivil Pn cedure 1908 (Acl V of I90E), for the purposes ofrecovery
ofpenalties:

Provided thatt re Court may, fo.reasons to be recorded, dispensc with any
procedure in thc Code )fCivil Procedure 1908 (.A.ct V of l90t), and follow such
procedure as it may d:em fit in the circunrstances of the case for expeditious
disposal.

(3) The exec lting Court may attach any immovable property or sale of
any rnovable propeny, ircluding bank accounts, oftheperson or company on whom
a penalty has been imp )sed under this Acr by the Commission and any transaction
or attempt to alienate, 1 

"nsfer, 
incu m bcr or mortgage such property sha I I be void,

illegal and rrifi out any a\rfxl authority

(4) Allgovcn menl departrnenrs, audDrities, Mies, private entities, housing
societies or schcmes, l,y what€v€r name called, banks and any other concemed
entity shall on the order of the Court be bound toassisttheComnlission in providing
details ofmoveable or mmovable property ofjudgmenl debtor.
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163. CogtriTrncc of o(Iences.-Notwitistanding anyhing contained in

theCodc ofcriminalProcedure. lE98(Act V of 1t98), no court shall ta ke cogn ii!,anc€

of an-v ofTcnce punishable with imprisonmenl or fine or bolh, under thisAct except
on a complaint, in uritiDg ofthe facls constituting the offence, byan omccr authorized
in this behalfby the Commission singed by a commissioncr and no court inferior to
that ofcourt of session shall try any such offcnce.

164, Pmsecution ofoffeDces by the CoEmission.-{ I )Nohvithstandins
anything contained in the Code of Criminal Procedure, lt98 (A$ v of l89E), all
prosecution o[ offences under this Act, any rules or regulations madc under this
Act, aga in sl any person shal I be conductcd by a specia, pu b lic prosecutor appo inted
bv lhe Con)mission.

(2) On reccipt ofcomplainl. the court shall issue summons as for the
artendance ofthe accused in the first insLanc€ and on failure ofthe accused to
appcar bcfore lhe courl, warrant ofaflest shall be rssued by thc court.

Explahalion. For the purposes ofthis section, the term "complainl" shall
include the report in writinS of facts constituring the offcnce ofthe investigatio
oflicer ofthe Commission as referred lo in scction 139.

(l) Pcrsonal attendancc ofthe officer authorized by 6e Commission lo
file a complaint before the courl lrying the offence shall not be necessary on each

dalc during the trail p(rceedings in the prcsence ofspecial public prosecutor re fened
to in sub-scction (1)

(4) The court shall adont procedure provided for under Chapter XXII-A
of lhe Code of Criminal Procedure, I89t (Act V of l89E) and all prosecutions

before the court under this Act shall be disposed ofand thcjudgment pronounced,
as cxp€ditrously as possible.

(5) l he hearing ofthe matters referred to in suusection (l ) shallnor b€
adjoumed except for sufficient cause to be recorded, or for more than fourteer
days al one time and court may imposc such cost at it may deem fit.

(6) The courr may, for rc-asons to be rccordcd. dispense wilh any procedurE

in the Code of Crim inal Proced urc, I 898 (Act V of I E9t) and fol low such procedure
as it may deem fil in the circumstances ofthe case for expeditious disf,osal ofthe
complaint.

165. Register of notilicolions issued by the Commksior.-The
Conmission shall maintain and make available for Bene.al public on its website a

register ofnotifications issued by rhe Commission under thisAct.
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165. Liabilit / ofdirectors, ctc. for offences by co m patries.--{ I )Wherc
an otlcnce underthisA jL an)'nrles or any .egulations madc undcr lhis Act, committed
by a company is prov( (i to have becn committed with lhe consent orconnivance of
or to be attribubble t, ' any neglect on the part ol an officer ofthc compary, that
officer as well as the ( ompany shallbe guilty oflhat offence and shall be liable to
be proceeded against r nd punished accordinBly.

(2) where ll e affairs ofa company arc rnanaged in accordancc with the
instructions ofany otle. person, not being a professional advisor sub-section (l)
shall apply in re latio :o thc acts and de fau h s of a mem ber in connection with his
functions ofma-nagem:nt as if he werc a director ofde company.

(3) In his section "officer'' mcans a director. member of thc
committeeofmanagenrent, chiefexecutlvc, manager, secretary orany peason r,rho

was pur?orting io act i 1 any such capacity.

f67. Liabilitj of lic€nsed pclson for acts of repres€ntative, etc.-
For the purposes ofthis lcL an act, om rssion or failure ofa r€presentative, employe€
or other person acting ror or on behalfofa licensed person within the scope ofhis
office or employment ;hall be deemed to be thc act, omission or failure of the
licensed person as wel as ofth€ representative. cmployee or olher person.

168. Securit e3 acquircd in good faith.-{l) A person who, without
fraud and for a la\I.ful , onsideration, bccomes the posscssor of a cenificate ofan
equity security, scrip, d( benture, deb€nture stock or bond and who is wrthoutnotice
that the title ofthc pers )n from whom he dcrived his own trde was defective shall
hold such certificate an I all rights attached thereto ftee from any defect oftitle of
prior parties and free fi )m defences available to prior parties among therflselves.

(2) A securiti is exchange may regulate the documenlation, procedures

and guarantees rcquked to transfcr property insecurities and the cfTects lhereofon
the respective riShts an( liabilities ofthe parties and such reSulalions, ifapproved
by the Commission, shal constitute bindingand enforceable tcrms and conditions of
contracts effccted on th: €xchange, shall govem the rights ard liabilities ofthe
partieslhereto, and shallgovem drerights and liabilitieswith respcct totransfersof
shares on its books ofth issuer oflisted securities notwithstanding any provisions
to the contrary containe I in the Contract Act, 1E72 (lX of 1872), the Negotiable
lnsEumentAct, ltEl (.(xVI of 1t8l), rh€ Transter ofProp€ny AcL ltE2(IVof
I 882) or thc Companies lrd inance, 1 984(XLVI I of I 9 84), or any other law for thc
time being in force.

169. Polyer of thc Commissiotr lo make r.guhlions. ll)Inaddition
to lh€ powers confe.red t y any other provision under this Act, the Commission may
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rnake regulations for carr)ing out the purposes and pmvisions of this Act and for
thc due administration ofthisAct.

(2) Without prcjudice to the generality ofsub'se.tion (l), the Commission
may make regul4lions for or with respect lo -

(a) applications for lic€nces, tie issue oflicences and incidentel mattcrs;

(b) &e standards for the q uali fications. exp€rienc€ and train ing ofapplicants
for licensing under Part V,

(c) the condrtions for the conduct ofbusiness on a securities market;

(d) capital requircments in relarion to any regulated securities activity or
other activity licensed or autlorized under rh is Acl with the power to
the Commission to vary such capital requirements by order as the
Comhission deems fit;

(c) securities broker's financial responsibility whelher by wayofminimum
capital or a ratio b€twcen net capital o. aggregate indebtedness, or
bolh;

(f) classification of secunties brokers into different catcgories and
condilions attached thercto;

(8) the class or classes of securities that may b€ traded by securities
broker and lhe tenns and conditions goveming trading insecurities by
se€urities &oker;

(h) the compulsory provision by securities exchenges of a cenu'alized
customer prolection codponsalion fu nd;

(i) shorts€lling;

(j) matteN pertarning to tateov€rs under Pan IX;

(k) best efrorts and other levels of undcrwriting commitnent;

(l) the regisu-ation, operation ard reguluion ofquolatioo andfadcr€po(ing
sYstcms;

(m) m r salEllment of incentives and conflict of hterest between retulated
persons, its employees and its clienLs;
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(n) procer sing and detelmination ofcustomer complaints;

(o) tbrm z nd content ofc ontract con fi rmation notes. customer agreemenls
and rirk disclosu.e stateDlcnts:

(p) lbrm, , ontent, d istribution, rcporting ard pu blication of$Titten, printed

or visr al maGrial or ad vcrtisements orprospecNs $,ithrespect to any
rcgula ed s€curities aclivily, securities issuc, securilies investmentor
tradint;

(q) persors who produce or disserninate research concenriug listed
secLrrrtLes or issucrs of Lsted securities and persons who produce or
dissem inate oher informal ion recom mend ing or sueeestinB invesLrnent

stmteg /, intended fordistribution channels orfor thc gencral public;

(r) inform ition to be containcd in auditors' reports required to b€ lodged' under rhis Act on the annual accounts of licensed p€rsons ;

(s) appoin ment, remrmemtion aid ftliponsibi li(ies o f an auditor appoin tcd

under lris Act and the costs ofan audit carried out under thrs Act;

(t) registr::ion, tunctioning and opemtions ofqualified institr.tioflal buyers;

(u) establi! hment and regulation ofa sccondary market in pri\atcly placed

securili js amongst qualified instilr(ional buyers;

(v) display oflicences and thc issue ofduplicates;

(w) makine and filing ofannualor olherregular retums lo the Commission
by licer s€d persons,

(x) requircr oenls and procedure for shelfregistmtion;

O/) disclos( conflict of interest by di.cctom and mana8ement oflicensed
persons and regulaled persons;

(z) appoint nent and conduct of dircctors and management of licensed
person r nd regulated person;

(aa) fit and p oper criteria for director atrd management o f licensed persons
and regr lated persons:

(bb) prcernpt ve measur€ and actions for market monitoring and surveillancc,
prornoli rg levelplaying field for investors and publ ic at largc:
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(cc) special or genecal insp€ction and examinelion aod investigation and
audit oflicensed person or regulaled p€rson;

(dd) orderly conducl, pmhibition off.audulent activities afld unfair Eade
practiccs and preveotion ofmarket abuse in securities mark€ts;

(ee) the code of conduct for securilies brokers, securities advisors and
analysls;

(ff) effective surveillance and moniloring to d€tect and prevent insrder
lrading and markct abuse practices;

(Bg) effedive knorv your customer aDd customer duc diligence policies
and pmcedures and other mattes ancillary to anti-money laundering;

(hh) manner of outsourcing important functions by a sccurities exchange,
clearing house or a central depository;

(ii) providc fora mechanism forconducting inspctions and investigalions
ofregulated persons in coord inat,on with securities exchalges, clearing
houses and central depositories includinS the establishmenl of a

specialized entity for this purpose;

(i) mannerand procedure for provid ing applicants and boldenoflicenc€
opponuniry of hearing; and

(kk) all matters or things which by this Act Ere required or permifted ro be
prcscribed or which arc necess€ry or cxdient to give effect to this

(l) For the avoidarce ofdoubl, the powers of the Commlssion to make
regulations under tirs section are in addition to and not in derogatioo ofany other
power ofth€ Commission to male regulations undcr a.ny provision of this Act or
any other Act.

(4) Before any regulations are made or amended under this Act the
Commission sha ll publish a draft ofthe regulations in theofficial Gazefte &rd place
il on its*ebsile, forelicitinS publicopinionon the draft reSulations, fora period of
not lcss than fourteen days st rting from the date ofits placement on the website.

(5) Every regulations made or amended by the Commission shall be
published in thc officialCazette and shall come ioto effect on such date as may be

specifi ed inthe notifi cation.
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170. Power )f the Commission to issu€ directions to a securitics
cxchsnge, cl€aring h ouse and ccntral depositor.-(l) ln addition to the powcrs

confened by any oth,r section, rvherc the Commrssion considers it ncces$ry or
expedient, in the pu )lic inlercst or for the protection o[ investors or proper
administration ofsecr rities exchanges, clearing hous€s and c€ntral depositories, it
may, notwithstanding anlthing containcd in any other law for the tirrc being in
force. issue directions by noticc in writing, either ofa general or specific nature.

(2) Withour prejudice to the generalitv ofsub-section (l), any direction
issued undcr that sub- rection may covcr areas, ircluding but not limited to, -

(a)

(b)

(c)

(d)

the enha rced corporate Covemance polices;

the sp€c fied structure of board ofdirectors to ensure independence

and avor jancc ofconflict of inlerest;

stringenr qualification and fit and prop€. criteria ofdirectors;

stringen: qualification and fit and proper criteria of its senior
manager rent officers;

the ente prise risk evalualion and measurement and mitigation
measule i:

$e segm int risk evaluation and measurcment ard mitigadon measures,

the risk rritigation against frauds, forgeries, etc.;

the inlefi alaudiL inremalconEols and complrancc:

G)

(0

G)

(h)

(D the comp )sition and terms of rcfe.ence of comm ittees, including, aud it
and coml'liance, human resources, [T security, etc.

O punitive: nd disciplinary actions by thc Commission agains rhe board

ofdireck rs and manaqement in case ofnon-compliances orviolations
ofaDy Ia!,rforthe time being in forcc, rules, rcgularions and directives
issued th re under:

(k) the distri 
'ution 

of dividends, retenlion and reinvestrnents of profits
towards c -'velopment, protection of slakeholdeE and investing pu blic,
insuranff against risks and lhrEats, etc.; and

(l) any other maner as the Commission deems appropriare.

and securilies exchaners, clearing houscs and central depositories shall comply
with any such direction
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l7l. trorms.-The Commission may, by notice in the omcial Gazette,
specrly forms that are requircd lo be used for any purpose under this Act o. th€
rul€s or regulations made underthis AcL

172. Codes and guidelin.s, etc. {l) The Commission may issue such
codes, guidelines orregulalory or policy stalemcnts as itconsiders appropriaG for
providing gu idance, in relalion to-

(a) any ofits regulatory objeclives undcr dris Act;

any matter relaling ro any ofthe lunctions ofthe Commission under
this Act;

proving guidance to licenscd person;

the operation ofany provision ofthisAct.

(b)

(2) The Commission may publish any such code, guideline or .egulatory
or policy statement in such manncr as it de€ms fit.

173. Acl not to atTect lhe powers of the State B.nk of PakistaD.-
Nothing in this Act shau b€ read or construed as diluting, interfering with or afrecting
the powers and functions ofthc Slalc Bank ofPalistan under any law

174. Art to owerrid€ other lews.-Thc provisions of this Act shall have
effect nohuith sland ing anything inconsisteDt therewith contained in any other law
for the time being in force.

175. Porryer to mak€ rul€s.-{l) The Federal Govcrnm.nt rnay, by
notification in the official Gazene, makerules forcarrying outthe purposes ofthis

(2) Without prejudice to the leneralily of sub-section (l), the Federal
Govemoent may make rules for or with respecl to-

(a) lhe practice, conducl functioning and regulation ofshare registrars,
under$riters, balloters, debenture trustels, bankerto an issuq advisors
and consultants to the issue;

(b) the registiation, functioningal|d op€ration ofcredit rating agencies;

(c) the establishment and opemtion ofcompensalion fund arangements
for customerc;

(c)

(d)

(d) public offerings and private placement ofsecunties;
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(e)

(0

G)

for estat Iishment ofvarious classes ofsecuritics brokers;

the eslal lishment ofaltemative trading platforms;

for estal lishment and orderly conduct of bond pricing agencies and

matters elated thereto,

(h) extcnsicl oIcrcdil" lcndrng arld bonowing ofsecurities and pledging
ofcusto ncr's sccuritics by sccurilics brokers, and

(i) for cslal,lishment and ordcrly conducl of a ccntralized know your
cuslome- oaganizatiol and matlers rElated thereto.

(3) Thc povcr to makc rulcs under this scction shall bc subject to 6e
condition ofprevious I,ublication and before makingany rules the drafl thercofshall
be published in the r fficial Cazetle and also be placed on the website of the

Commission for soicriing public opinion ther€o within the period ofnot less $an
thirty days slarting fK m the date ofits placemel|t on lhe rvebsite-

176. Remoy rl of dimculties.-lf any difriculty arises in giving effect to
any provision oflhis I ct, the Federal Covemment may, hale such order as it may

deem necessa4r for re novrng the difiiculty.

177. TraDsitioorl prolisiotrs.-{l) A company that, immediately prior
to the commencemert of PaJt ll of this Act, is aegistered as a stock exchange

under section 5 ofthe Securities and ExchanSe Ordinance, 1969 (XVll of 1969),

shall thereupon bc dc ,mcd to be licensed under this Act as a securities exch6nge
ard shall be allowed o offer facilities ncccssary for trading in futures contracts

until such time as it nay be rcquircd lo oblain a scpa.atc ]icence as a futures

exchange.

(2) A stock rxchange, immedrately prior to the commencement ofthis
Act, registered under section 5 ofthe Securities and Exchange Ordinance, 1969
(XVII of 1969), shall obtain licencc undcr seclion 3 within a period ofone year
fiom lhe date ofcomr lencem.nt ol'this Act

(3) Ape o, who, immediately prior to the commencement of Part V of
thisAc! is registered Ls a brokcr undcr scction 5Aof tle Securities and Exchange
Ordinance, 1969 (XV I of 1969), shall bc deemed to be licensed u der thisAct as

a securities brokertill he t im e h is existing certificare o f registration remains valid
and sha ll I hereupon br requ ired to obiain a Iicencc under th is Act and such person
shall also be allowed t r effect transactions in futures contracts until such time as it
may b€ requircd lo otLain a separate licence as a futures bmker.
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(4) A person who, immediately priorto the commencement of Pan V of
this Acl, is registered as an agent under s€ction 5Aof the Securities and Exchange
Ordinancc, 1969 (XVII of 1969). shall thereupon be deemed to be licensed under
thisAct as a repres€ntativc tillthe time his existing certificare ofregistration remains
valid and shalllhereupon be required to obtain a licencc under this Acl.

(5) A company that, immediately prior to rhe commencement of Part ll
ofthis AcL is registered as a clearing house under nile 4 of the ClearinB Hous€s
(Regisu-ation and Regulation) Rules,2005, shall rhereupon be deem€d to be liccnsed
undErlhisActas a clearing house tillthe time its existing certificate ofregistration
remains valid and shall thcreupon be required to obtain a licence under thisAct.

(6) A person who. immediately prior to the commencemenl ofPart IV of
thisAct, is rc8istercd as a centsal depository under rule 4 ofrhe Central Depository
Companies (Establishment and Regulation) Rules, I9 , shall thereupon bedeemed
to be I icen sed under th is Act as a c€nFal depository till ti€ time his existing c€ftificate
ofregislration rcmains valid and shall thereupotr b€ requir€d to obtain a licence
under this Act.

(7) Fmm the commencemert ofthisAct, rulos made under th€ Securities
and Exchange Ordinance 1969 (XVll of 1969), which are in force immediately
prior to lhe commenc€mcnl oflhisActand which have not beed specificrlly rcp€aled
by this Act shall conlilue to b€ in force and have effect as they have been made by
the Federal Covemment under thisAct.

(8) From the commencement of this Act, regulations mad€ by the
Commission unde. the Securities and Exchange Ordinance, 1969 (XVII of 1969),
w-h ich are rn force immcd iarelv prior to $e commencement of rhis Act sha.ll continue
to b€ rn force and have effect as they have b€en made by the Commission under
this Act.

(9) From the commencemcnt of this Act, regulations made by the
Commission under the Listed Companies (SubstantialAcquisitiol ofvoting Shares
and Tale-Overs) Ordinarce, 2002 (CIII of 2002), which are in force immediarely
prior to thc commencement ofthis Act shall continue to be in force and have effect
as they have been madc by the Commission under thisAct.

(10) From the commencement of 6is Ac! regulations made by a stock
exchange under the S€curities and Exchange Ordinance, 1969 (XVII of 1969),
which arc rn forcc immdiately prior to the commencement ofthisAct shall continue
to be in force and have effect as they have been made by the securities exchange
under this Act.
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(ll) From lhe ( ommenccnlent ol-lhis Act, reSulations made by aclearing
house under the Securit es and Exchange Ord inancc, I 969 (XV I I of I 969 ), which
are in force immediatel) prior ro the commencement oflhisAcl shall continue to be

in force and have effect as they have been made hy the clearing house under this

(12) Any condition tiat has been allached by lhe Commission to a p€rson

retistered under the Sejurilies and Exchange Ordinance, 1969 (XV[ of 1969),

and that is in force imm :diately prior to the commencement of Part v of this Act,
shall be Eeated as being attached to any liccncc which is rcSardcd as subsistint by
vinue ofthese Eansition rl provisions.

(13) An].thing done, actions laken, orders passcd, instrume[ts made,
notifications issued, pro( rodings iniliated and instituted, prG€cutions filed, process€s

or communications issr ed and powers confen€d, assumed or exercised by the

Commission under the iecurities and Exchange (hdinancr, 1969 (XVII of 1969)
and lhe Listed Compani€ r (Subst fiial Acquisition ofVotinS Shar€s ard Take-Overs)
Ordinance,2002 (Ctll o 2002), shal I, on thc com in g into operation ofany provision
of$is Act, be deemed o have been validly done, made, issued. taken, initiaGd,
confeded, assumed ana exeacis€d and every aclion, prcsecution or proceeding

instituted and every orde , dirEctive, notification, circular, code, guidelines etc. issued

by rhe Commission shall be dcrrmcd to have been initiated, instituted or issued ullder
thisAct and shall be pro reedcd wilh to completion and bc enforccd and have effect
acrordingly.

(14) Every ord, rordircctiveor notification, circul.r, code, guidelines etc.
issued by the Commissi)n which arc in force on the ioming into operation ofany
provision of this Act sl sll continue to bc in force and have efi'ect as they have

issued by the Commissi )n undcl thisAct.

l7E. Repeol rDd mviDSs.-{ I ) The enactments specified in the Schedule
to th is Act are hereby rel ealed to the extent mentioncd in the fourth co lumn thereof

(2) NotwilhslLnding lhe repealofany enactnenls by this section,-

(a) any notfic lions, ruleq r€gu lations, bye-laws, ord6s or exernption i*sue4
made or Banted underany such enactment shall havceffect as ifhad
been issueJ, made or granted under the coresponding provision of
thisAct;

(b) any offici: I appointed and anybody elecled or constituted under any
such law s Mll continue and shall be deemed to have been appoirted,
clected or .onstituled, as the case may be, under the corresponding
provision r flhisAct:
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(c) ary document refemnS to any enactment hereby repealed shall be
construcd as r€ferring, as far as may be, lo this Act, or lo the
correspond ing plovis ion of th is Act;

(d) mortgages recorded in any reSrster book maintdined at any office u ndcr
ally enactrnent hereby repealed shallbe deemed to have been rccordcd
in the register book maintained under the conesponding prov ision of
thisAct;

(e) any licence, certificate or document issued made or granted under
any enactmeflt hereby rcpealed shall b€ deemed to have been issued,

made or granted undcr thisAct and shall, unless cancelled in pursuance

ofthe provision ofthisAc! continue in force till lhe date specified in
the c€rtificate or document.
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THE SCIIEDULE
[See section 178]

Short title Extent of rcpeal

(1) (2')

Sccurihes and Exchanl e

Ordinarce, 1969 (XVII
ofl969).

The Listed Companies
(SubslantialAcquisitio, r

ofVoting Shares and
Take-Overs) Ordinan( e
2002 (CI[ of2002).

(i) Clauses (a), (ab), (ac), (ad), (ca), (ce),
(cl), (d), (dd), (de), (e), (r), (s), (h), sub-
clauses (i), (ii) and (iii) of clause (l),
clauses (m), (n), (o), (p) and (q) ot sub-
section (l ) of seclion 2;

(ii) in section 2, in suEs€lrion (l), in ctause (d6)
the words "a Stock Exchan8e or":

(iii) sections8,9,l0,15..\, l5 B,l5C, l5D, l5E,
16, 17, lEA, 3 l. 32, 32A,328,32C and32E.

The whole Ordinance

Companies Oadinance I 984
(XLVll of 1984)

Sections 52 to 66 and sectionsz20 to 224

ABDUL JABBAR ALI,
Acting Secretary.
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